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Jubbaland State of Somalia (JSS)
Audited Consolidated Financial Statements
For the period ended 31 December 2017

i) STATEMENT OF MANAGEMENT’S RESPONSIBILITY

The Public Financial Management (PFM) Act 2017 of Jubbaland State of Somalia requires Ministry of
Finance to prepare Consolidated Fund Statement of Receipt and Payments for each financial year that
gives a true and fair view of the financial position of the State at the end of the financial year and of its
surplus or deficit for that year. It also requires the State to ensure that the State maintains proper
accounting records that are sufficient to show and explain the transactions of the State and disclose,
with reasonable accuracy, the financial position of the State. The State is also responsible for
safeguarding the assets of the State, and for taking reasonable steps for the prevention and detection
of fraud and other irregularities.

The Management accepts responsibility for the preparation and presentation of these Financial
Statements in accordance with International Public Sector Accounting Standards and in the manner
required by the Public Financial Management (PFM) Act 2017 of Jubbaland State of Somalia. The
Management also accepts responsibility for:

i)  Designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the Consolidated Financial Statements;

ii)  Selecting and applying appropriate accounting policies; and

iii) Making accounting estimates and judgments that are reasonable in the circumstances.

Having aslsessed thge State’s ability to continue as a going concern, the Management is not aware of
any material uncertainties related to events or conditions that may cast doubt upon the State’s ability to
continue as going concern.

The Management acknowledges that the independent audit of the Consolidated Financial Statements
does not relieve them of their responsibilities.

Approved by the State of Jubbaland (JSS) on .2:)...... / 0 { ./.‘2019.

Minister for Finance Signature || '
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ii) REPORT OF THE INDEPENDENT AUDITOR M: +254 738 600 209

reception2@meraliscpa.com
www.bakertillymeralis.co.ke

Qualified Opinion

In our opinion, because of the significance of the matter discussed in the Basis of Qualified section of
our report, the accompanying financial statements do not present fairly the financial position of
Jubbaland State of Somalia as at December 31, 2017, and of its financial performance for the year then
ended in accordance with the Public Financial Management (PFM) Act 2017 and the International
Public-Sector Accounting Standards (IPSAS) - Financial Reporting Under the Cash Basis of
Accounting.

We have audited the financial statements of the Jubbaland State of Somalia which comprise the
Consolidated Funds Statement on Receipts and Payments, the Consolidated Fund Statement of
Comparison of Budget and Actual amounts for the period ended 31 December 2017 and Notes to the
Financial Statements including a summary of significant accounting policies.

Basis for Qualified Opinion

Our audit identified payments totalling US$ 9.371,702 representing 55% of total payments reported in
the Consolidated Fund Statement of Receipts and Payments which lacked adequate evidence of
occurrence and classification of transactions and are therefore material in the context of this audit.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Consolidated Fund Statement of Receipt and Payments section of our report.

We are independent of the Jubbaland State of Somalia in accordance with the International Ethics
Standards Board for Accountants' Code of Ethics for Professional Accountants (IESBA Code) together
with the ethical requirements that are relevant to our audit of the Consolidated Fund Statement of
Receipt and Payments in Somalia, and we have fulfilled our ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

Other Information

Management is responsible for the other information. Other information comprises the information
included in the Annual Report but does not include the Consolidated Fund Statement of Receipt and

Payments and our auditor's report thereon.

Our opinion on the Consolidated Fund Statement of Receipt and Payments does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the Consolidated Fund Statement of Receipt and Payments, our
responsibility is to read the other information and. in doing so. consider whether the other information
is materially inconsistent with the Consolidated Fund Statement of Receipt and Payments or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work
we have performed on the other information, we conclude that there is a material misstatement of this
other information: we are required to report that fact. We have nothing to report in this regard.

Key Audit Matters

Key audit matters are those matters that, in our opinion our professional judgement, were of most
significance in our audit of the Financial Statements of the period. These matters were addressed in
the context of our Audit of Financial Statements as a whole and in forming our opinion thereon,

Baker Tilly Meralis CPA
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and we do not provide a separate opinion on these matters. In addition to the matters described in thg—::
Basis for Qualified Opinion section, we've determined the matters described below to be the key audit
matters to be communicated in our report.

Collection and recording of revenue

The procedures applied by the Jubbaland State Administration of Somalia increase the risk of revenue
leakages and misstatement of the financial statements caused by:

o Lack of automated revenue collection system.
e Utilization of tax revenue collected before submission to revenue collection officers.

e Lack of separation of functions because same officer who receives the revenues from the tax
collection agents, banks the revenue collected and records these amounts in the Financial
Management Information System.

e Lack of reconciliation of revenue collected to amounts banked and the accounting system.

In addition, we unsuccessfully sought an independent confirmation from the Federal Government of
Somalia (FGS) disclosed under Note 4 of the Consolidated and Ministerial Financial Statements. The
Federal Government of Somalia (FGS) confirmation was determined to be a key audit matter and a
significant risk of material misstatement due to the risk related to the recognition of revenue
completeness and disclosure. The revenue from the Federal Government of Somalia comprises a
proportion of 10% of total receipts for the year.

In order to address these risks, we performed the following audit procedures:

e Conducted interviews with the relevant management responsible for recording revenue to
understand the procedures applied for revenue collection.

* We performed substantive test to verify that the procedures are operational.

¢ We sought external confirmations for revenue from the Federal Government of Somalia (FGS) and
donors and compared the confirmations received with the financial statements.

o We traced receipts recorded on the ledgers to the bank statements and receipt books to verify
accuracy of receipt recorded on the financial statements.

¢ We reviewed the bank statements for indicators of undisclosed receipts in order to verify
completeness of receipts.

e We tested on a sample basis receipts declared on the financial statements against supporting
documentation and performed substantive tests, analytical review procedures and cut off tests.

» We made inquiries from management on the variances identified for receipts and reported in the
management letter where explanations were inadequate.

Responsibilities of the Management and those charged with governance for the Consolidated
Fund Statement of Receipt and Payments

The Management is responsible for the preparation and fair presentation of these Consolidated Fund
Statement of Receipt and Payments in accordance with the Public Financial Management Act 2017 and
the International Public-Sector Accounting Standard (IPSAS) - Financial Reporting under the Cash
Basis of Accounting and for such internal control as the Management Committee is necessary to enable
the preparation of Consolidated Fund Statement of Receipt and Payments that are free from material
misstatement, whether due to fraud or error.

In preparing the Consolidated Fund Statement of Receipt and Payments, the Management is
responsible for assessing the JSS's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the
Management intends to liquidate the organization, or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the organization's financial reporting
process.
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Auditor's responsibilities for the Audit of the Consolidated Fund Statement of Receipt and
Payments.

Our objectives are to obtain reasonable assurance about whether the Consolidated Fund Statement of
Receipt and Payments as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these Consolidated Fund Statement of Receipt and Payments.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the Consolidated Fund Statement of
Receipt and Payments, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
th;m for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

o FEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the members.

e Conclude on the appropriateness of the Managements' use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the Project's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor's report to the related disclosures in the Consolidated Fund Statement of Receipt and
Payments or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Project to cease to continue as a going concern.

e Evaluate the overall presentation, structure, and content of the Consolidated Fund Statement of
Receipt and Payments, including the disclosures, and whether the Consolidated Fund Statement
of Receipt and Payments represent the underlying transactions and events in @ manner that
achieves fair presentation.

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

The engagement partner responsible for the audit resulting in this independent auditor's report is CPA
John Mucheru P/No 1854.

Baker Tilly Mgrali's

Certified Public Accountants
P.O. Box 67486 — 00200, Nairobi Date: RLQ/SWJ\J ........ 2019



Jubbaland State of Somalia (JSS)
Audited Consolidated Financial Statements
For the period ended 31 December 2017

iii) CONSOLIDATED & MINISTERIAL FINANCIAL STATEMENTS OF JUBBALAND STATE OF
SOMALIA

VI



CONSOLIDATED &
MINISTERIAL
FINANCIAL
STATEMENTS OF THE
JUBBALAND STATE OF
SOMALIA

For the Year Ended 31 December 2017

Prepared in accordance with the International
Public Sector Accounting Standard (IPSAS) -
Financial Reporting Under the Cash Basis of
Accounting

ared bv the Ministi
y

Jubbaland State of Somalia



» ¢ of Cetification - 2017 Financial §

The 2017 financial statements, together wath the accompanying notes, have been prepared in
accordance with the International Public Sector Accounting Srandard, Financial Reporting under the
Cash Basis of Accounting.

In the opinion of the Ministr of Finance, the financial statements of the Jubbaland State of Somalia
(I5S) as submurred for Audir in accordance with Sect:on 32 of the Public Finance Management Act

«~. 2017 are maredally accurate and provide a true and fair view of the JSS's financial position for the
vear ended 31 December 2017

For and on behalf of the Jubbaland State of Sumalis

///05/22_0'%

Date:
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Jubbaland State of Somalia
Consolidated Fund Statement of Cash Receipts and Payments
Treasury Single Accounts
For the year Ended December 31,2017

2017 2016
Controlled Controlled
Payments by Payments by
tay Third Party by Third Party
TSA TSA
Notes UsSD USD USD USD
Receipts / Inflows
Taxes
Taxes on income, profits, and capital gains 110404
Taxes on payroll and workforce 180590
Taxes on goods and services 2 2079959 1.391.947
T'axes on international trade and transacnons 3 8927373 2.930,094
Other taxes 4 312987 207,425
Taxes 12,511,313 4,739,466
Grants
I'rom forcign governments 161.210
F'rom mternatonal organizations 5 2038762 878319 578912
IFrom other general government units 6 1.553.940) 871.700
Grants 3,753,912 1,750,019 578,912
Orther Revenue
Property income 7 35.000 158964
Sale of goods and services 8 744,226 75,607
I'ines, penaltics and forfeits 32954 13,592
Other Revenue 812,180 248,163
Receipts / Inflows 17,077,405 6,737,648 578,912
Payments / Outflows
Compensaton of Employees 9 12,137,723 4963512 178,200
Use of Goods and Services
Travel & Conferences il 504.695 201917
( )pcrn[ing lixpenses 11 1.717.881 347 087
Rent 12 5.600 4500
Orther Operating Fxpenses 13 373612 99435 357,212
Conflict Resolution xpenses 14 540,155 349,565
Contingencey 183,134
Use of Goods and Services 3,325,076 1,092,504 357,212
Grants
Grants To Other General Government Units 15 58.940 4400
Grants 58,940 4,400
Social Benefits
Employment-related social benefits 332571 160,976
Saocial Benefits 16 332,571 160,976
Other Expenses
I'ransfers not clsewhere classified 17 225,607 3BB029
Other Expenses 225,607 388,029
Nonfinancial assets 18
Fixed Asscrs 969,397 96,273 43,500
Nonproduced asscts
Nonfinancial assets 969,397 96,273 43,500
Payments / Outflows 17,049,315 6,705,693 578,912
Incrcase Decrease in Cash 28.090 31,955
Cash ar Beginning of Year 36.878 4.023%
Cash at End of Year 1.4 64,968 36,878

t’dge | 3
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Jubbaland State of Somalia

Statement of Government O perations
For the Year Ended 31 December 2017

Transactions Affecting Net Worth
Revenue
Taxes
Taxes on income, proties, and capital gains
Taxes on p;l_\':’t)]] and workforce
Taxes on goods and services
T'axes on international trade and transactons
Orther taxes
Grants
[From forcign governments
I'rom international organizadons
I'rom other general government units
Other Revenue
Property income
Sale of goods and services
Iines, penalties and forteirs
Expense
Compensation of Employees
Wages and Salaries
Use of Goods and Services
Travel & Conferences
Operating Fxpenses
Rent
Other Operating Fixpenses
Contlicr Resolution Fxpenses
Contingency
Grants
Grants 'I'o Other General Government Units
Social Benefits
Employment-related soctal benefirs
O ther Expenses
T'ransters not elsewhere classitied

Gross Operating Balance

Transactions In Non Financial Asscts
Net worth and its changes
Nonfinancial asscts
[Mixed Asscts

Nonproduced assets

Transactions in Financial Assets & Liabilities

Change In Net Worth, Transactions (Assets)
l'inancial assets
Domestic
Liabilties
Iiabiltics

Owverall Statistical Discrepancy

2017 2016
17,077,405 7,316,560
12,511,313 4,739,466
110404 -
180,590 -
2,979,959 1,591,947
8927373 2,930,094
312,987 217,425
3,753,912 2,328,931
161,210 )
2,038,762 1,457,231
1,553,940 871,700
812,180 248,163
35,000 158,964
744,226 75,607
32,954 13,592
16,079,918 7044832
12,137,723 5,141,712
12037723 5,141,712
3,325,076 1,449,716
504,695 291,917
1,717,881 347,087
5,600 4,500
73612 456,647
540,155 349,365
183,134 -
58,940 4,400
58,940 4,400
332,571 160,976
A32571 160,976
225,607 388,029
225,607 388,029
997,487 171,727
969,397 139,773
969,397 139,773
969,397 139,773
28,090 31,955
28,090 31,955
28,090 31,955
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Notes to Consolidated Financial Statements - JSS2017

Note 1 Summary of Significant Accounting Policies

11 Basis of Preparation

The Jubbaland State of Somalia’s (JSS) consolidated financial statements have been ptepared in
accordance with the Public Vinancial Management ot 2017 and the International Public Sector
Accounting Standard (IPSAS) - Financial Reporting Under the Cash Basis of Accounting. The notes to the
financial statements form an integral part to understanding the statements and must be read in

conjunction with the statements.
The accounting policies have been applied consistenty throughout the period.
The Financial statements are for the Jubbaland State of Somalia. The financial statements

encompass the reporting entities as specified in the [SS Appropriation Act No. 3 2017 and are
comprised of:

3 Ministry of Agriculture

2, Ministry of Education and Tertiary

2 Ministry of Water, Mines and Energy
+. Ministry of Finance

o Ministry of Health

6. Ministry of Information and Telecommunication
% Ministry of Security

8. Ministry of Justice and Religion Aftairs
9. Ministry of Planning and International Cooperation
10. Ministry of Trade and Industry

11 Ministry of Women Affairs

12. State Ministry for Presidency

L3 Kismavo Airport Authority

14. Kismavo Ports Authority

15. Auditor General's Office

16. The Civil Service Commission

17. The Jubbaland Parliament

18. Ministry of Interior

19. Ministry of Livestock

20. Ministry of Fisheries and Marine

21 Ministry of Youth & Sports

28 Ministry of Transport

23 Ministry of Environment and Tourism

24 Ministry of Public Works & Housing

Ministries were created by a preceding Presidential Dectee XM/J/772014 entitled -1 Decree
Eistablishing Ministries of Jubbaland State of Somalia and Defining Roles and Unnctions of Ministries dated 25
December 2014, As a result of Ministerial restructuring, seven (7) new Ministries were created by a

Presidential Decree XM/DGS/032/2016 on May 18 2016. The Ministry of Finance and Revenue

Page | 3



Collection Authority Establishment Act 2017 of the Jubbaland State of Somalia was created for the
purposes of establishing the Ministry of Finance and Revenue Collection Authority to ensure thart the
Jubbaland State of Somalia has a Ministry of Finance that is responsible for the overall financial
management of the Jubbaland State of Somalia and to also ensure that within the Ministry of Finance
there is a Revenue Collection Authority that is fully staffed, organized, administered and empowered
to collect & Deposits into the TSA all legally established taxes and other revenues of the Jubbaland
State of Somalia aud Other Related Matters dated April 30, 2014 and now is changed into an et of
Patliament. The Auditor General’s Office was created via the Audit Act 2016:however, the Ottice was
not established during the 2017 financial year. The Kismayo Airport and Port Authorities are legalized
separately.

\ subsequent decree on establishing the Civil Service Commission (CSC) and its purpose entitled -1
Decree for establishing the Civil Service Commrission of the Jubbaland State of Somalia dated 15 Jannary, 2015
established the office of the Civil Service Commission. Companion Decrees also established the
Civil Service and the Civil Service Salary structure. The inauguration of the JSS constitution
automatically established the Jubbaland Parliament. The respective statements of all the listed
entities form part of the consolidated Financial statements as these entities were included as part of
the JSS Appropriation Act No. 3, 2017

The consolidated financial statements include all entities controlled during the yvear.None of the
entities own another entity however the Kismayo Municipality which is the local government of the
Kismarvo city, 1s controlled by the Ministry of Interior

12  External Assistance
1.2.1 Payments by Third Parties

The JSS also benefits from goods and services purchased on its behalf as a result of cash payments
made by third partics during the period. The payments made by the third parties do not constitute
cash receipts or payments by the JSS but these payments do benefit the government. They are not
disclosed in the Paymwents by third parties’column in the Consolidated Statement of Cash Receipts and
Payments nor the individual ministry Combined Statement of Cash Receipts and Payments &
Compatison to Budget for the 2017 FY, Please refer to Note 5, 9 and 13 for further discussion on
External Assistance and its relationship to payments by Third Parties.

122 External Assistance
External assistance was received in the form of grants from multilateral and bilateral donor agencies

under agreements specifying the purpose for which the assistance will be utilized. The following
amounts were received in 'Y2017

"The PFM Act was passed on the 17"December 2017, repealing the Decree

Page | 4



13

2017 2016

USD USD
Multilateral Agencies 950) 390,494
Bilareral Agencies 3,752,962 1,159,525
Total External Assistance 3,753,912 1,750,019

Treasury Single Account& Project Accounts

In 2017 eleven accounts wercopened under a written authorization of the Minister of Finance, in
accordance with Section 27, paragraph 2 of the PFM Act 2017. The accounts relate to separate UNDP
projects granted to the Jubbaland Parliament, the Ministry of Justice and Religious aftairs, GIZ, FAO
and UNHCR projects granted to the JSS Ministries. The introduction of theseeleven project accounts
combined with the existing UNDP and RCRF project accountsaggregates the total sub-accounts
under the treasury single account to fourteen. Notably, all the sub-accounts relate to donor projects
and were opened to comply with the donor requirements. As of the end of FY2017, balances at both
the TSA and project accountswere as follows:

14

JSS Treasury Single Account

Project Account-RCFR11

Parliamentary Support Project-Jubbaland Account
Ministry of Justice & Relegion Affairs - Supp Acc
Ministry of Information, Telecommunication and Tech
Ministry of Fisheries & Marine Re- Support Account
Ministry of Women Affairs - Support Account
Ministry of Planning and Int Cooperation -Supp Acc
Ministry of Environment & Tourism-Proscal Account
Jria & Idps Affairs - GIZ Account

Jria & ldps Affairs Emercency Fund- GIZ Account

Jria Support - UNHCR Account

Ministry Of Agriculture - Supp Account

Governer's Office Lower Jubba Account

Ministry Of LiveStock - Support Account

Cash & Cash Equivalents

2017
UsD

2016
usD

30,313
1,116
4,770

1,608
1,860
15,772

8,192
25,046

3,600

36,878

Cash and Cash Equivalents means notes and coins held and any deposits held at call with a bank or
financial institution. Cash is recognized at its nominal amount.No Interest is eredited to reveane aa it
is received.
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Cash included in the statement of cash receipts and payment comprises the following amounts:

2017 2016
USD USD
Cash on Hand and balances
with banks 64,968 36,878

Included in the $64.968 is $30.313 held in the TS\, with the balance of cash on hand of §34,635
held in the TS\ sub-accounts

1.5 Reporting Currency

The reporting currency is the United States Dollar (USD)
16  Borrowings

In 2013 JSS receivedinterest free loans totalling $1,262,769 from local businesses. The funds were
utilized in establishing the |SS administration. Due to the budget constraints it has beenagreed that
JSS repay the obligations in instalments depending on the availability of funds. The table below
provides a movement schedule of the obligation. (See Note 18)

Total Received 1,262,769
Repayments

FY2014 (70,000)

FY2015 (483,108)

FY2016 (353,141)

FY2017 (152,521)

Total Repayments (1,058,770)
Remaining Balance 203,999

1SS did not receive any loan during FY2017 and has zero owing in respect of banks, and other

commercial institutions.
17 Undrawn External Assistance

During the 2015 financial yeara new project called theRecurrent Cost and Reform Financing (RCRIY
IT) was introduced. This project will run for a period of five years (up to 20 June 2020) and is
reviewable on an annual basis. The RCRF 11 project is a multi-partner fund administered by the
International Development Association (TDA). The objective of the project is to support the recipient
to provide a credible and sustainable payroll, and to establish the foundation for cfficient budget

M e - e —— —— - -
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execution and payment systems for the non-security sectors in the Federal Government, eligible
Federal Member states and Interim and Emerging Administration.

As specified in a binding agreement Nuwber THO. 10534 Dated 29 June 2015between the Federal
Government of Somalia (FGS), acting on behalf of all other existing & emerging states, and the
International Development Association (IDA), the Jubbaland State of Somalia by virtue of a sub-
agreement with FGS has a running project with ID.A which will last to 20 June 2020.

Undrawn External assistance in respect to the RCRF II project is contingent upon ]SS meeting the
threshold conditional requirements of the projecttlowever, the grant identifies the budgeted
breakdown for ]SS over the five-year term as follows. The grant amount is subject to annual review
and approval by the DA

Year
2015 2016 2017 2018 2019 2020 Total
Budgeted 1,780,000 2,980,000 2,580,000 2,880,000 3430,000 580,000 14,230,000
Amount
(USD)

As at the 31 December 2017, JSS had accessed a total of $1,896,377 (1,166,552 in 2016) of the RCRF
I project funds since becoming eligible. The project is anticipated to continue to completion.

As at the 31 December 2017, there were undrawn balances of project funding for projects cutrently
under development. It is expected that conditions will continue to be satisfied and the projects are
anticipated to continue under the terms of agreement between the donor and JSS

There have been no instances of non-compliance with terms and conditions which have resulted in
cancelation of external assistance grants.

18  Reportting Amounts

The reporting amounts are in USD, rounded to the nearest dollar
19 Original and Final Approved Budget and Comparison of Actual and Budget Amount

The approved budget is developed on the same accounting basis (Cash basis), same classification basis
and for the same period (From 1™ January 2017 to 31% December 2017) asfor the financial statements.
It encompasses the same entities as the consolidated financial statement (These are identified in Note

1.1)

The otiginal budget was approved by the Jubbaland Parliament on December 2016.
Subscquently,supplemental budgets were approved by theJubbaland Parliament on May 2017 and
November 2017
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1.10  Authorization Date

The financial statements wetre authorized to issue on 15 February 2018 by Mr Abdirashid
JireKhalinlee, Minister of Finance.

Note 2 Taxes on Goods and Services
These are combined taxes charged for the use of services offered by |SS. The following outlines the

breakdown, and the soutces of the taxes on goods and services collected within the jurisdiction of
J8S.

Ministry of ~ Ministry Ministry of
Planning and  of Trade Kismayo  Kismayo  Ministry of Ministry  Public

Ministry of Ministry of International  and Airport Ports  Fisheries & of Work and
Description 017 Agriculture  Finance  Cooperation Industry  Authority  Authority  Marine  Transport  Housing 2016
Business & Professional Licenses 040 2410 46.290 7 0
Fishmg bees 3000 3000
Tareign Companies Regtstration 3300 3500
Intermantonal departure fees 238433 233043 3390 73675
miermatomal NGOs regstration 23000 2.00H) ROXELY Liwi 2000
Landmg lees 265314 2.0k 236714 600 117.92%
Local Companies Regsstration 24900 4ann) LAy 19900 (K
\griculural Fees 18,240 IR0 200 2910
Parkng I'ces 6,264 6024 RAT
Port dackmg Fees 233000 30000 203000 160,320
Property Tax T4 T4
Radio & Television Licenses 17,250 2500 14750 el
Road User Tax LINLOTS L8732 3940 732143
Turnover Tax 905,156 903,311 885 60 3R]
Vehicle & Drwvers Licences 360 3600
Other taxes on use of goods and
Ol PEIMISSIOn [0 Use 631
Grand Total 2,979,959 15,040 2,104,177 35,750 46,290 526,666 221,136 3,000 1,130 23,770 A 1,591,297

The applicable rates on services vary and mostly depend on the business sector and service type.
Note 3 Taxes on International Trade and Transactions

Taxes on International Trade incorporate all taxes that are imposed on goods and services exported
from, and imported into Jubbaland State of Somalia. Duting this financial year,Custom duties levied
on imports are the only tax collected under this class. The Kismayo Potts Authority and Kismayo
Aitports Authotity are the main source of taxes on international trade.Following is a detailed
breakdown of customs duties raised and their respective source of entry.

e Ty ——— — -
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2017 2016

Kismayo Kismayo
Ports Airport
Total Authority Authority Total
usD usbD usD usD
Customs Duty - Imported Goods 8,927,373 8,887,113 40,260 2,930,094
8,927,373 8,887,113 40,260 2,930,094

Note 40ther taxes

Other taxes encompass revenue collections from the local governments. During the year the
Ministryof Finance collected revenue on behalf of the Kismayo Municipalitytotalling $312,987
(8217425 in 2016). Kismayvo Municipality is the only local government entity established in the
regionthat raises revenue from sources such as taxing mobile shops and local public transports.
Through an agreement drafted between the Molf and Kismayo Local Government, all collections by
the Kismayo Municipality must be deposited with the TSA and subsequent payments made
following the set standard procedures laid down by the MoF.

Note 5 Grants from International Organizations
Treasury Single Account

In the 2017 financial year, grants were received from international organizations of $2,038,762 was
received ($878,319 in 2016). The amount received from international organisations is detailed in the
breakdown below.

2017 2016
Donor USA USD
Giz 234,235
FAO 68,340 29,570
UN High Commission for Regugees (UNHCR) 204,936
UN Development Program (UNDP) 45,830 8.600
UNICEF 33,405
RCRFII 1,166,552
Somlai Womens Studies Centre (SWSC) 2.350
UN Assistance Missions in Somalia (UNSOMN) 10,000
Tnternarionl Organisation for Migration (IOM) 243,450 236,952
Adam Smith International 7,128
World Vision 1,380
Somali Stability Fund 950 12,703
Somali Multd Partner Fund (SMPF) - 390,494
2,038,762 878,319
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3td Party Grants from International Organization

3 Party Grants refers to grants paid directly by donors to vendors on behalf of JSS for the benefit
of specific Ministrics. JSS benefitted from 3rd party projects implemented by Somali Sustainability

-

Fund (SSF), PREMISand ]SS Police stipend-UNOPS AND DFID; worth $3,995,602. The 3 party
payments contained both recurrent costs and capital expenses (Refer to Note 9 & 13). Below is

asummary breakdown of grants received and the entities thatbenefitted.

Entity

Ministry of Agriculture
Ministry of Finance
Jubbaland Parliament
Ministry of Health

Ministry of Information, Telecommunication and Technology

Ministry of Interior

Ministry of Justice and Religion Affairs

Ministry of Fisheries & Marine

Ministry of Livestock

Ministry of Planning and International Cooperation
Ministry of Security

Ministry of Women Affairs

State Ministry for Presidency

Civil Service Commission

Note 6 Grants from Other Government Units

2017 2016
USD USD

37,524

1,905,760 305,097
6,760
288,755
34,174

374,037 178,200
34,750
23,770
9,980
35,852
1,000,000
2,550

90,172

5443

3,753,912 578,912

In 2017 the Federal Government of Somalia granted a total ofS1,710,790, (§871,700 in FY2016) to
the Jubbaland State. The funding, which was received throughout year included Slmillion received
in November 2017 which was solely earmarked for the salaries and logistics ofJubbaland Security

Forces. (Refer also to Note 20)

Expense

Security Forces (Police, Intel Forces and Prison)
Regular Food Provision

Maintenance of equipment

Medical Treatment

2017
Actual

Budget Expenditure
550,000 550,000
250,000 250,000
150,000 150,000
50,000 50,000
1,000,000 1,000,000
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Note 7 Property Income

Property income relates to rental income collected from a hotel located at the Kismayo International
Airport and other rental shops at the Atrport terminal wing. A total of $35,000 was collected in 2017
compared to $158,964 for 2016.The decrease in income is as a result of some shops beingclosed due
to renovation.

Note 8 Sale of Goods and Services

Sale of goods and services consist of income generated from]SS providing necessary legal
documents to its citizens. In 2017 financial vear, the Ministrics and AAgencies collected a total of
§744,226(75,607 in 2016) as sale of goods and service. The following demonstrates adetailed
breakdown of the revenue items.

2017 2016

USD USD
Number Plate Registration 433,598 55,307
Logbook Registration 192,428 20,300
Visa Fees 118,200

744,226 75,607

Note 9Wages and Salaries

Treasury Single Account

Wages and salaries are a combination of all salaries, allowances and in-kind payments to staff. The
staffinclude both the civil servants and political positions. A comprehensive summary breakdown of
wages and salaties is provided below:




2017 2016

USD UsDh
Permanent emplovees/Regular staff 1,608.657 748,900
Contract emplovees 405,200 222175
Wage workers 79.066 50,269
Security Forces (Police, Intel Forces and Prison 5357917 1,901,500
Remumeration to Ministers and Statutory Appomtm 481,449 221,850
Remuneration to Politaans 718,250 425,250
Casual emploved to undertake registration of peop 3,000
Microphones bought for public address svstem(Proj 500
Allowance mobie court team 6,900
Accommodation Allowance 1,173,532 540911
Professional allowance 2,260 670
Transportation allowance 6.600
Regular Food Provision 1.395.152 430,798
Daily meals 849,240 401,180
Food Raton 50,000

12,137,723 4,963,512

Remuneration to Politicians relates to salaries paid to parliamentarians. Remuneration to Ministers
and statutory appointments encompasses salatics made to Ministers and commissioners heading
statutory bodies such as the Civil service commission

Accommodation allowance relates to allowances such as house allowances and hotel
accommodations paid to Ministers, parliamentarians, commissioners and the civil servants of JSS
Regular food provision are in-kind payments to the Military forces of Jubbaland that is made in
form of food and other related food supplies, whereas the daily meals relate to meals prepared for
the staff at the State Ministry and the different sectors of Security forces whose duties are securing
the government Institutions

3RD Party Payments

During the year, Department for International Dev clopmcnt/ United Nations Office for Projects
qervlcwbupportcd a project that was co-funded with ]SS and disbursed a total of $396,290 on behalf
of ]SS as a stipend to the police. The project is anticipated to continue with a projectedincrease in
the number of police personnel by up to 50 percent by 31 December2019.

Note 10 Travel and Conferences

Travel and conferences amounting to $504,695comprise of travel costs, Conferences costs within
andoutside and the country. The following provides a breakdown of the total costs
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Internal Travel
External Travel

Local Conferences

2017 2016
USD USD
173,023 97,019
315322 194,898

16,350
504,695 291,917

Note 11 Operating Expenses

Operating Costs are combination of costs that are geared towards facilitating the running of the
Ministry offices. Following is a detailed breakdown of the operating costs incurred by ]SS during the

year

Water

Electricity

Generator Fuel
Telephone fees

Mobile Phone Expenses
Internet

Gasoline

Diesel

O1il (machines)
Stationary

Meeting Supplies

Office Refreshments
Publications

Cleaning Supplies
Computer Consumables

Maintenance of equipment

Maintenance of furniture & fittings

Maintenance of Vehicles

Maintenance of buildings and repairs

Spare patts and supplies
Vehicle Flire/ car rental
Vessel Hire/ rental

2017 2016
USD USD
76,825 14,000
156,557 36,301
10,000 3,280
3,095
1,000 12,839
173,714 19,930
243,757 960
74,382 21977
450
118,349 39,601
38,054 3,100
74914 11,022
60461 16,757
14,939 1,460
59,595 550
156,498 6,544
1,560
31,575 5,241
228244 128,062
17,209 7,429
173,044 14,395
3,640 3,640
1,717,881 347,087
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Note 12 Rent

Office rental expenses amounting to $5,600was incurred in 2017 ($4,500, 2016). The expense relates
to the Ministey of Interior for the Jubbaland Refiugee and Lnternally Displaced Person's Agency (JRIA) which
was later re-allocated to government premises from the second quarter of the year.

2017 2016
USD USD
Office Rent 4,800 4,500
Other Rent 800
5,600 4,500

Note 13 Other Operating Expenses
Treasury Single Account

Consultation fees, Staff training and development, fees for services provided and television and
newspapet costs are the key component of other operating expenses. Consultancy fees are
comprised ofconsultancyservices enlisted for managing the RCRF project.Similatly, staff training
costs relates to specialized technical trainings provided by an FAO implemented project.

Fees for services provided are pavments made to SEMLEX] a company contracted by |88 for
providing logbook and number plate registration services, while television costs are for television
and radio advertisements costs procured by |SS. Following is the breakdown of other operating

COSts.
2017 2016
USD USD
Consultation Fees 100,180 67,040
Staff Training and Development 8.726 4,780
Fee for service provided(Non-consultancy service) 219,979 18,896
Garbage collection fee 3,100
Television and Newspaper Advertisements 31,072 8,719
Newspapers and Magaziines Subscriptions 3,000
Marketing and Promotion 1,800
promotional materials bought for GIZ project 755
373,612 99,435
3RD Party Payments

Third party paymensstotalling $3,599,312 was paid by PREMIS and SSE on behalf of JSN. Theae
costs consist of $883,879 fortechnical assistance, training and ICT support paid by
PREMISplusconstruction related costs and drought assistance of $2,713 433 provided by SSI°.

S
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PREMIS project, funded by the UK Department for International Development (DFID) and
European Union (IXU) transistion support from the Somalia Stability FFund (SSEF), to allow
continuing support to the FMS in PFM and PA systems. The nature of the support in 2017 is
summarized below:

Ministry of Finance Civil Service Commission Parliament Total
Recurrent Capital Recurrent Capital Recurrent Capital
Technical Assistance 180,627 45,157 225,784
Training 422.028 105,507 15,500 543,035
ICT Support 101,500 15,360 117,060
704,155 15,560 150,664 - 15,500 - 885,879

anl

During 2017, SSI provided specitic 3% party support with respect to the construction of buildings
for various ministries and directly helped alleviate the impact of drought. For the Ministry of
Interior, SFF completed the construction of the District Commissioner’s Office, the Community
Social Hall and the Bardheere stadium. With respect to drought assistance support, SSF worked with
ADESO to provide 500 unconditional cash transfers in Luug, Bardheere and Dollow and
constructed three shallow wells in Luuq and one borchole in Bardheere.  For the Ministry of Sports
and Youth and the Ministries of Livestock, Agriculture and Fisheries, SSF constructed a Minisrry
office complex & youth centre in Kismayo.

Ministry of Ministry of Youth & Ministries of Livestock,
Interior Sports Agriculture & Fisheries Total
Recurrent Capital Recurrent  Capital Recurrent Capital
Buildings - constuction Costs 1,083,704 310,326 724,095 2,118,125
Drought Assistance 395,308 595,308
595,308 1,083,704 - 310,326 - 724,095 2,713,433

Note 14 Conflict Resolution Expenses

Tn FY2017. a sum of $540,155(8349,365 in FY2016) was spent on conflict resolution. Contlict
resolution expenses refer to costs that were incurred in solving conflicts and underpinning peaceful
resolutionsin Jubbaland. The Contlict resolution expenses were predominantly incurred by the
Ministry of State Presidency, Jubbaland Parliament and Ministry of Security in solving impromptu
conflicts within the Jubbaland region.

Note 15Grants to other General Government units

These are transfers made to lower level government of JSS. In the FY 2017 reporting period a sum
of $58,940 (84,400 in 2016) was transferred to the Kismayo Municipalityin order to facilitate their
operations as well as provide key service to Kismavo town. The offices of the local government
operate their own standard procedures in managing this fund as stipulated in an agreement with the
MoF.

e e . . e e i e e e o . 50 P o

Page | 15



Note 16 Social Benefits

Social benefits costs comprise of Medical treatment totalling $332,571 (8160,976 in 2016) paid to
treat staff of |SS both locally and outside the county. Medical treatment is usually provided to the
security personnel who are injured during national Duties and Government politicians.

Note 17Transfers not elsewhere classified

Transfers not elsewhere classified totalling to $225,607 is broken down as follows

2017 2016
Ministry of State
Total Ministry of  Justice and  Ministry for  Ministry of Total
USD Finance Religion Presidency Interior USD
JS8 Obligaton 152,521 29,854 23,916 58,967 39,784 353,141
Bank charges 73,086 73,086 34,888
225,607 102,940 23,916 58,967 39,784 388,029

JSS obligations refer to previous debts and arrears owned to ]SS since inception while the bank
charges are charged by the Dahabshiil bank where the TSA is located. ]SS Obligations were
incurred by the following entities:

2017
Budget Entity USD
Ministry of Interior 39,784
Ministry of Finance 98,507

Ministry  of Justice and Religious
e ] & 23,916
Affairs

Total 225,607

Note 18 Non Financial Assets

Treasury Single Account

Total Non-Financial Asset of $969,397consist ofcosts that were incurred in purchasing Motor
vehicles, Office equipment, Computets, Furniture and Fixtures and tools and specialized
professional service, Tools and specialized professional service entails specialized tools provided by
the UNDP to the Jubbaland parliament. These tools were technologically advanced
cquipmentdesignedto facilitatethe parliamentary sessions of the Jubbaland parliament.

A comprehensive breakdownof]SS Non-Financial assct costs is detailed as follows.
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Non-residental Buddings

Cars

Information, computer and telecomm (ICT) equipment
Machinery and Equipment not elsewhere classfied
Furniture & fxtures

Tools & specialized professional services

Note 19 Taxes

2017 2016
USD USD
67,812 4,500
654,007 4,500
23,605 12,595
107,408 28,434
114,535 41,284
2,030 4960
969,397 96,273

A total of $13.924.824 tax collections were estimated to be raised in the 2017 tinancial yvear, however
an actual collection of S12,511,313 was achieved. The amount collected represents 74° o of the total

revenue for the 2017 financial year

Revenue collections from Turnover tax, road user tax and customs duties on imported goods

accounted for 88° o of the total revenue collected during the FY2017 (88%0 in 2016) The increase in
collections has resulted from tighter revenue collection controls implemented during the year.
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2017 2016
USD USD
Difference
Final Budget Actual between fina Actual
Estimate Collections Estimate and Collections
Tax Type Actual
Personal Income Tax 43,559 110404 66,845
Pavroll Tax - Govemment 8,106 §,106
Payroll Tax - Non-Goveroment 172484 91,811
Turnover Tax 905,15 219,778 500581
Property Tax T024 (1.150,608)
Vehicle & Duivers Licences 360 72600
Business & Professional Licenses 49340 16
Radio & Television Licenses 7,230 3,000) 500
Licenses and permits for households 28,000 2910
Other taxes on use of goods and on permussion ©° 4,980y
Fishing Fees 0 6,000
Port docking Fees 430,000 217.000 160,320
Landing Fees 188,739 76575 11 '.“-.9.25
Intermational departure fees 185526 53907 “1'6"
Road User Tax 1,597,170 1, 412492 732,185
International NGOs registration 24,000 1,000 2,000
Foreign Companies Registration 3,500
Local Companies Registration 6,000 24900 18.900 1,000
Parking Fees 6264 6,264
Customs duties - Imported goods 9,053,782 8,927,373 126 409 2,930,094
Reveme Collectons from loca Govemment 320815 312987 7,827 217425
13,924,824 12,511,313 (1,413,511) 4,738,816
Note 20 Grants

Total grants of $3,616,564were received against a budgeted sum of §5,712,763 Grants from Foreign
government and International organizations were not received as per estimated in the budget. The
following table presents a detailed breakdown of the grant variances.

2017 2016
usD uUsD
Final Difference
. Actual ]
Tax Type Estimated . between Final
J Collections ;
Budget Estimate and

Grants From foreign governments 423,630 - (+23,030)
Grants From international organizations 4,274,027 1,905,774 (2,372,613) 878,319
Grants From Federal government units 1,015,106 1,710,790 338,834 871,700
Total 5,712,763 3,616,564 (2,096,199) 1,750,019

The difference is mainly due to an over optimistic revised estimate of RCRF IT funding. RCRF I
majotly funds civil servant salaries that have been recruited following a very rigorous and time
consuming process, along with a much lesser amount related to non-salary recurrent costs (I\ SRC }
JSS did not recruit at the pace that was originally planned, nor could JSS access NSRC due to a
combination of unapproved eligibility criteria by the donor and the fact that in order to access
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NSRC funding, |SS must pre-fund the expenditures from their own source revenues. Own source
revenues in 2017 were tight and therefore any additional cash resources were prioritized for other
expenditures

A total grant of $1,710,790 was received from the Federal Government of Somalia was received
during the vear

Note 21 Other Revenue

Other revenue collections consist of property rental income, sale of goods and services and other
and taxes on fines, penalties and forfeits.$812,180 of other revenue collections was generatedagainst
a target of $862,902. The undercollection against the target was caused due to an ovet optimistic
reforecast during the vear from the original estimate of $588,000. Collections for the year are:

2017 2016
USD USD
_ Difference
Tax Type Final .Budget Actu-tal batwedn Bisal Actual
Estimate Collections Betimaie and Collections
Actual
Rental income from the Airport 105,000 35,000 (70,000) 158,964
Visa 122,550 118,200 (4,350)
Number plate registration 431,940 433,598 1,658 55,307
Logbook registration 153,900 192,428 38,328 20,300
Court filing fees 49512 29,054 (19,558) 13,592
Fines/ Penalties 3,000 3,000
Total 862,902 812,180 (50,722) 248,163

Note 22 Employee Compensation

A total of $ 12,137,723 wasspent on employee compensation against a final budget of $14,380,609.
The under spend of (RCRF; $1,439,5314 and TOM; $72,851) was as a result of the delay in recruiting
civil servants. The number of staff budgeted for recruitment during the period was not achieved
mainly because of controlling the sustainability of the State as agreed with World Bank during a
meeting at Mogadishu with the Micro fiscal team from World Bank and as well delay of teacher’s
payroll. The Non Salary Recurrent Costs (NSRC) funding has also not been spent due to the. The

unspent funds from IOM is due to delay of salary for October, November and December that was
transferred to the next fiscal year

Note 23 Use of Good and Services

The ability to expense in the Jubbaland State of Somalia is limited to the revenue collections over a
specified petiod of time. In the case of goods and services, JSS spent a total of $3,325,076 which
represents 77 percent of the final estimated budget. The variance distributed across the entities is
mainly attributed to constraints in the actual available income.
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Note 24 Grants to Other Governments

Through an agreement between the Mol and the Kismayo Municipality dated 2014, the municipality
shall deposit their revenue collections into the TSA and subsequently request their operational costs
through the standard laid down procedures of the Ministry.

Release of funds to the Kismayo municipality is on an as-neededbasis.
Note 25 Employment Related Social Benefits

Medical treatment both within and outside the country is the primary social benefit that is currently
provided to the JSS staffs. The Jubbaland Security Forcepersonnel are the major beneficiary of this
benefit mainly due to the security risks they are exposed to. The actual expenditure was 86" o of the
total budgct estimate. Nonetheless benefits of such medical treatment natur:lllj\‘ d(:pcnd O1n dcmrmd,
availability of resources and the number of incidents during a vear.

Note 26T ransfers not elsewhere Classified

Transters not clsewhere classified consist of JSS obligation and bank charges. A total of $248,518was
budgeted with$225,607 spent during the reporting period. Following is a breakdown of the
varlances.

2017 2016
USD USD
. Difference
Final -
. Actual between Final Actual
Expense Type Estimated
i Expenses Budget and Expenses
Budget
Actual
JSS Obligation 166,958 152,521 (14437) 353,141
Bank charges 81.5360 73.086 8474 34,888
Total 248,518 225,607 (22,911) 34,888

Note 27 Non Financial Assets

During the year 87%0 of the non-financial assets budget was spent on assets budgeted for during the
year since moreentities were fully establishedenabling them to utilize theirbudget. The details are
outlined in note 18 and relate to the purchase of motor vehicles, ofticeequipment and
refurbishment of non-residential buildings for the established Ministries.

3rd Party Non-Financial Assets

Third party non-financial asset are assets paid on behalf of |SS without transacting through the TSA.
The donor pays the funds directly to the vendors. During the year a rotal of §2,133 685 of chrd
party non-financial assets were acquired on behalf of JSS by the Somalia Stability Fund, DFID and
PREMIS '
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Ministries of

Ministry Livestock,
Ministry Ministry  of Youth  Civil Service Agriculture &
of Finance  of Interior & Sports ~ Commission Fisheries Total

Buildings - construction Costs 1,083,704 310,326 7240935 2,118,125
Technical Assistance 45,157
Training
1CT Support 15,560) 15,560

15,560 1,083,704 310,326 45,157 724,095 2,133,685

Note 28 Statement of Operations

The Statement of Operations repott is in accordance with the Government Finance Statistics
developed by the International Monetary Fund (IMF) to provide guidelines for the compilation of
tiscal accounts. The GFS framework is designed to provide statistics that enable policymakers and
analysts to study developments in the financial operations and financial position of government. It
is also used to analyse the operations of a specific level of government, transactions between levels
of government, and the public sector

The Statement of Operations produces summary information on the overall performance and
financial position of the general government. This Statement is divided into three sections that
present: revenue and expense transactions; transactions in non-financial assets; and transactions in
financial assets and liabilities. This Statement is a voluntary disclosure and not a reporting
requirement under the International Public Sector Accounting Standards, Financial Reporting under
the Cash Basis of Accounting standard, which is the standard adopted in preparing these financial
statements.
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JUBBALAND STATE OF SOMALIA
INDIVIDUAL BUDGET ENTITY

STATEMENT OF CASH RECEIPTS & PAYMENTS &
COMPARISON TO BUDGET

For the Period Ended 31 December 2017
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Combined Notes to Budget Entity Financial Statements - [SS 2015

Note 1 Summary of Significant Accounting Policies for All Budget Entities

1.1 Financial Statement

Unlike the two single purpose consolidated financial statements for the JSS Consolidated Fund, the
]SS has chosen to issue a single financial statement for each budget entity that combines the Starerent
of Receipts and Payments with the Statement of Comparison of Budeet and Actial Amounts, as allowed by the
International Public Sector Accounting Standard (IPSAS) - Financial Reporting Under the Casly Basis of
Aeconnting.

1.2 Basis of Preparation

The individual budget entity tinancial statement for each ministry/authority of the Jubbaland State of
Somalia’s (JSS) have been prepared in accordance with the Public Financial Management Act 2017 and
the International Public Sector Accounting Standard (IPSAS) - Financial Reporting Under the Cash Basis
of Acconnting. These notes to the financial statements form an integral part to understanding the budget
entity statements and must be read in conjunction with the statements.

The accounting policies have been applied consistently throughout the period.

1.3 Consolidated Notes

The following notes serve as notes for all budget entities. There will not be separate distinct notes
given for each budget entity immediately following the respective budget entity financial statement.
Where clarification is required for a particular budget entity, it will be cleartly given in these combined
notes.

1.4 Reporting Entities

The financial statement for each entity encompasses the reporting entity as specified in the 5.5
Appropriation Act No. 30/ 2017.All budget entities listed below are controlled by the JSS. All activities
of budget entities are funded by the JSS Consolidated Budget or through 3* Party external assistance.

The preceding individual financial statements are for the following public sector entities, whose
main purpose is described in Presidential Decree XM/]/772014 entitled A Decree Listablishing
Ministries of Jubbaland State of Somalia and Detining Roles and Functions of Ministries dated 25
December 2014 plus Ministry of Finance and Revenue Collecton Authority Establishment Act 2017
of the Jubbaland State of Somalia created for the purposes of establishing the Ministry of Finance
and Revenue Collection Authority ensure that the Jubbaland State of Somalia has a Ministry of
Finance that is responsible for the overall financial management of the Jubbaland State of Somalia
and to also ensure that within the Ministry of Finance there is a Revenue Collection Authority that is
fully staffed, organized, administered and empowered to collect &deposit Government revenue into
the TSA all legally established taxes and other revenues of the Jubbaland State of Somaliland a
subsequent presidential decree XM/DGS/032/2016 creating seven extra Ministries dated May 18
2016.
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Combined Notes to Budget Entity Financial Statements - JSS 2015

No. Budget Entity

I Ministry of Agriculture

2, Ministry of Education and Tertiary
3. Ministry of Water, Mines and Energy

+. Ministry of Ministry of Finance

3. Ministry of Health

6. Ministry of Information, Telecommunication
B Ministry of Security

8. Ministry of Justice and Religion Affairs
9. Ministn' of Plarming and Internatonal Coopcrarion
10. Ministry of Trade and Industry

11 Ministry of Women Affairs

State Ministry for Presidency

13. Kismayo Airport Authority

14 Kizmayo Ports Authority

15. Auditor General’s office

16. The Civil service Commission

L7. The Jubbaland Parliament

18. Ministry of Livestock

19. Ministry of Fisheries & Marine

20. Ministry of Youth and Sports

21. Ministry of Transport

22, Ministry of Interior

23. Ministry of Environment and Tourism
24, Ministry of Public Works and Housing

The Auditor General’s Office has vet to be established and the Kismayo Aitport and Ports Authorities
waslegalized separately during 2017, however their individual statements are included here as part of
the Consolidated Fund statement as these entities were included in the JSS “Appropriation Act No 3.0f
2017.

The above budget entities do not control other entities that are consolidated into its activities in these
financial statements.

1.5 Payments by Third Parties

Abudget entity mayalso benefit from goods and services purchased on its behalf as a result of cash
parments made by third parties external to the |SS during the period. The payments made by the
third parties do not constitute cash receipts or payments of the budget entity but do benefit the entity.
Payments by 3rd Parties are detailed mnder notes 3, 9 and 13 of the noles to the consolidated financial statements

1.6 Treasury Single Account

Budget entities do not operate their own bank account. The Government operates a centralized
treasury tunction which administers cash expenditures incurred and cash receipts collected by all
budget entities during the financial year. Payments made on this account in respect of the budget
entities are disclosed in the Treasury Single Account (ISA) column in the [ndividnal FEntityConibined
Statenent of Cash Receipts and Payments and Comparison to Bidget.
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1.7 Transfers

Amounts are transferred to eligible recipients in accordance with the agreements between the Ministry
and the recipient. For more clarification please see Note 11

1.7 Reporting Currency
The reporting currency is the United States Dollar (USD).
1.8 Authorization Date

On behalf of the individual budget entity, their financial statements were authorized for issue on 15
February 2018 by Mr Abdirashid Jire Khalinlee, Minister of Finance.

Note 2 Receipts/Cash In-flows

Receipts / Inflows other than Consolidated Fund Appropriations relate to revenue the Budget entity
collects on behalf of the Government through its collections activities and are deposited into the
Treasury Single Account administered by the Treasury Department. The revenue collected cannot be
used to support the operations of the Ministry / Department without specific appropriation by
Parliament. Therefore, cash collected is not controlled by the Ministry / Department. Funds allocated
for use by the Ministry / Department to fund expenditure are through funds appropriations as
outlined in Note 3.

Note 3Consolidated Fund Appropriations

This represents the cumulative amount of expenditures that were funded from the consolidated fund
(Treasury Single Account).

Amounts appropriated by the Jubbaland Parliament to the budget entities are managed through a
single account administered by the Treasury department. These amounts are not controlled by the
individual budget entitics but are dep sloved on their behalf by the single account administrator
(Treasury department) on completion of appropriate documentation and authorization through the
Financial Mamg{‘ment Information System (FMIS). The amount repotted as Consolidated Fund
Appropriations in the Indiridial EntityCombined Statement of Cash Receipts and Payments & Comparison fo
Budgeris the amount Treasury has released through the Treasury Single Account for the benefit of the
budget entities (the amount of “draw down” on the appropriation).

The amount does not reflect actual cash receipts from Treasury because the budget entities do not
control their own bank account. The amount reflects the “source” of funds used to make payments.

The following is a summary Explanations of the nature of source of income and the expenses financed
through general fund approptiations.
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Combined Notes to Budget Entity Financial Statements - IS5

Note 4 Taxes

Taxes refer to revenue arsing from taxes on payroll and work force, goods and services, local

government tax collections (Other taxes) and taxes on international trade transactions. Some enaues
though regarded as costs centres also generate a proportion of the total revenue collections.However,
this does not mean that such entities have control over therevenue they collect but instead remit their
collections to the Treasury Single Account where it is udlized to fund appropriations to the budget

entities.

While some taxes are collected directly by the concerned Ministry in most instances, the Mok places
their own emploveesfrom the revenue department who ates tasked n the actual revenue collection.
The following is 2 summary breakdown of tax receipts collected by relevant entities in compatison to
the final budger estumate

2017
Total Revenue

Budget Entity Tax Receipt

Estimate Recorded
USD USD

Ministry of Agriculture 23,220 18,240
Minsstry of Finance 2,406,780 3,223277
Ministry of Planning and International Cooperation 44,250 36,085
Ministry of Trade and Industry 56,000 46,872
Ministry of Women Affairs - 280
Kismavo Airport Authority 374,263 566,926
Kismavo Ports Authority 9,503,782 8,590,933
Ministry of Livestock 28,000
Ministry of Fisheries & Marine 9.000 3,000
Mintstry of Transport 1,080 1,130
Ministry of Interior 320,815
Ministry of Public Work and Housing 1,157,632 24,770

13,924,824 12,511,513

Note 5 Grants
Treasury Single Account

Grants from international organizations and theFederal Government of Somalia are remitted through
the TSA and thereforerecorded under the MoF. In certaincases, donors mayfund ministerial projects
unequivocally designed for and implemented by a selected entity. Such project will fall under
thatparticular entity even though the funds are deposited into the TSA.

Grant income of $5,712,763 was budgeted during the reporting period of FY2017 however §3,616,56+

received. The $2,096,199 shortfall against the estimatewasas a result of an over-optimistic revision
during the vear of grants expected from International Organizations.
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2017
Entity Donor USD
Ministry of Interior Giz 150,439
Ministry of Information, Teleccommunication and Technology  Giz 24174
Ministry of Planning and International Cooperation Giz 35:857
Ministry of Fisheries & Marine Giz 23,770
Ministry of Finance FAO 10,280
Ministry of Agriculture FAO 37524
Ministry of Interior FAO 10,562
Ministry of Livestock FAO 0.980
Ministry of Interior UNICR 204,936
Ministry of Finance UNDP 4,320
Ministry of Justice and Religion Affairs UNDP 34,730
Jubbaland Parliament UNDP 6,760
Ministry of Health UNICEF 33,405
Ministry of Finance RCRFII 1,166,552
Ministry of Women Affairs SWeC 2,550
Ministry of Finance FGS 715,150
Ministry of Security FGS 1,000,000
Ministry of Information, Teleccommunication and Technology  UNSOM 10,000
Ministry of Health IOM 235350
Mintstry of Interior IOM 8,100
Ministry of Fnance ASI 7,128
Minsstry of Fnance World Visto 1,380
Minsstry of Finance SSE 950

3,753,912

Even though the funds are received into the TS\ and administered by the MoF, the project activities
were in most cases assigned foractivities implemented in other entities.

3rd Party Contributions

Third Party Contributions are assistance that is offered to the JSS by the international community
without providing cash into the Treasury Single Account. Donors may implement a project and pay

the vendors directly.

During the 2017 financial vear, ]SS has benefited from projects worth $3,599,312 that were funded by
Somalia Stability Fund (SSF) , Department for International Development (DFID), PREMIS and the
FederalGovernment of Somalia (FGS).

For more information,refer to Note 7.8 and 12
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Note 6 Other Revenue

e e e e e e s e e s s

Property income, sale of government goods and services and fines,penalties and forfeits constitute
other sources of revenue. A\ total of $158,964 was realised from property Income. Property income
refers to the rental fee collected from a hotel (Camp Kismayo)located at the Kismayo International
airport and other shops that are situated at the airport.

JSS provides certain services to the residents at a fee. In 2017, a collection of $433,598 and $192,428
were recorded from Number plate and logbook registrations respectively. Similarly, court filing fees
of $29.954 were collected by the Ministry of Justice and religious affairs. Court filing fees relate o
charges that are obtained in opening cases at the Kismayo Magistrate court, $118,200 was collected
for Visa Fees while, 736,747 constitutes Port Docking Fees, Landing Fees and International departure
fees. $39.964 was received from Local &Foreign Companies Registration, International NGOs
registration, Parking Fees and Fines/Penalties.

Note 7 Employee Compensation

IEmployee Compensation entails all salaries and wages including in-kind payment. Salaries to the civil
servants and the security forces make up the prime part of emplovee compensation. The Recurrent
Cost and Reform Financing (RCRF II) rovides funding for the reimbursement of the payments of
salaries of permanent employees of JSS who have been recruited competitively by the Civil Service
Commission.During the reporting period, the project has paid salaries to following Entities.
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2017 2016

Number of Number of
Bvslget Entity Staff Paid  Staff Paid
Ministry of Agriculture 13 13
Ministry of Education and Tertiary 15 13
Ministry of Water, Mines and Energy 35
Ministry of Ministry of Finance 48 11
Ministry of Health 6
Ministry of Information, Telecommunication 9 11
Ministry of Security 6
Ministry of Justice and Religion \ffairs 6
Ministry of Planning and International Cooperation 5
Ministry of Trade and Industry 5
Ministry of Women Affairs 10 8
State Ministry for Presidency 47 17
The Civil service Commission 22 12
The Jubbaland Parliament 0
Ministry of Livestock 5
Ministry of Fisheries & Marine 6
Ministry of Youth and Sports 5
Ministry of Transport -+
Ministry of Interior 6
Ministry of Environment and Tourism 5
Ministry of Public Works and Housing 5
Total 233 145

A competitive recruitment process is a tundamental condition to the project. Adhering to Prudent
recruitment, inability of the Civil service commission in scaling-up the recruitment process and
political dynamics restricted the uptake of the RCRFIT Project.

Jrd Party Payment
Other salaries totalling to $396,290 were paid by the Department for International Development

(DFID) on behalf of JSS. The salaries were paid as stipends to police officers under the auspices of
the Ministry of Security.
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Note 8 Use of Good and Services

JSS’s ability to pav for its operating costs, goods and services and other miscellancous expenses are
determined by the ability to raise or receive sufficient revenue for its budget execution. JSS does not
have access to a credit facility and therefore due to this integral constraint JSS has prioritized and spent
99 percent of the available revenue in executing budgets across the entities. The following is a summary
of the JSS operational budget execution level. Note the table only summatizes for operational budget.

Please see

Budget
Ministry
Mintstry
Ministry
Ministry
Ministry
Minsty
Mimnisery
Mirstry
Minssory

Ministry

Minisery

Note 11 for Non- financial assets.

Entity

of Agnculture

of Education and Tertiary
of Water, Mines and Energy
of Finance

of Health

of Informaton,Telecommunication and Technology

of Security

of Justice and Religion Affairs

of Planning and International Cooperation
of Trade and Industry

of Women Affairs

Stare Minsstry for Presidency

Kismayo Airport Authority

Kismayo Ports Authority

Civil Service Commission

Jubbaland Parliament

Ministry
Ministry
Ministey
Ministry
Ministry
Ministry
Ministry
Total

of Livestock

of Fisheries & Marine

of Youth and Sports

of Transport

of Interior

ot Environment and Tourtsm

of Public Work and Housing

3RD Party Payments

1
$

“/U

Final Budget Execution Executed
338,708 159,497 47%
660,124 229,057 33%
86,685 38474 44%%
2,167,893 1,776,243 82%%
681.046 339,345 50%
172372 134,345 78%
8,696,982 8,098,828  93%
349 444 234,688 67%0
155,910 61,657 40%
145,764 72,938 50%
05277 88,272 95%
2,321,066 2312449 100° o
292,551 203977 73%
415,065 231,304 36%0
204,374 163,189 80%0
989,960 867,063 88%0
98.626 36,516 57%o
175,743 106,249 60° 0
67,125 37427 86%0
104,636 93387 89%,
922,157 637,190 69%
162,748 41,964 26%
84314 66,063 78%
19,387,169 16,079,918 83%0

‘hird party payments under Other Operating Expenses and engineeting supervisory firm totalling
3.599.312 was paid by PREMIS and SSF on behalf of |SS. These costs consist of $885,879

technical training and support to Ministries, consultancy fees and administrative supports and
S2.713.433 this is a third-party engineering supervisory firm. They are employed by SSF to provide
project management and technical advice on the construction of Ministry office complex & youth
centre in Kismavo. This benefits both the Ministry of Sports and Youth plus Ministries of Livestock,
\griculture and Fisheries..
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PREMIS project, funded by the UK Department for International Development (DFID ) and
European Union (EU), provides continuing support to the FMS in PEFM and P\ systems.

A engineering supervisory firm was contracted by SSE to provide project management and techanic
advice on the construction of Ministry office complex & vouth centre in Kismayo. This benefits the
Ministry of Sports and Youth plus Ministries of Livestock, Agriculture and Fisheries.

Ministry of Interior Ministry of Sport Ministry of Livestock,
and Youth Agriculture and Fishery
Recurrent Capital Recurrent Capital  Recurrent Capital
Buildings
Supervising Engineer 1 518,113 542,263
Construction Costs 2 51,083,704 $292,214 $681,832
Drought Assistance 3 S$595,308
$595,308 $1,083,704 $310,327 $724,095
Total $2,713,434

Note 9 Grants to Other Government Units

Other government units refer to lower level governmen r< such as the city municipalities. The Kismayo
Municipality is the only active local government in JSS that operates both a revenue collection and
expenditure process. The Municipality collects its own revenue from the public transport system and
other mobile businesses within Kismayo. In the agreement between the Ministry of Finance and the
Kismavo Municipality, all revenue collections of the lower level government shall be deposited in to
the TSA and request for incurring expenditures is made by the local government entity using the
standard authorizing procedures of the Ministry.

The municipality maintains its own set of documentation and standard business procedures in its
operation which is separate from the Ministry.

Note 10 Employer Social Benefits

Employer Social benefits mainly consist of medical treatments that are provided to JSS staff.. The
scheme is not formal but is provided to statf that are considered in need of medical treatment. Medical
treatment is catered across the entities. During the year the following entities were provided with
medical treatment.
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