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GLOSSARY & ABBREVIATIONS

Cash Bases

An accounting method that recognizes revenues and expenses
at the time cash is received or paid out.

City Development Committee

Committee comprising prominent individuals such as religious
clerics, doctors, engineers, university presidents, celebrated
women, and businesspeople. The committee is appointed

by the mayor. Their job is to collect, manage and disburse
development funds contributed by the society as per the request
of the council.

Development Fund

Fund supported by Garowe residents through contribution
administered by Nugal development Council

Entity Garowe Local Government

IPSAS International Public Sector Accounting Standards

LDF Local Development Fund - project funded by UNCDF under the
auspices of Joint Program on Local Governance.

MOF Ministry of Finance

Municipality

A term used interchangeably with Garowe Local Government

SDM Service Delivery Model - a project funded by UNICEF under Joint
Program on Local Governance.

SOS Somali Shillings

SURP Somali Urban Resilience Project | is an urban development

project funded by the World Bank and implemented by Garowe
Local Government

Tax on Livestock Trade

Tax levied on the sale & purchase of livestock

Tax on loading & discharging

Tax imposed on imported business goods unloaded in the city
and business goods transported from the city to other cities

Tax on markets

Daily tax collections from small business owners and hawkers

Tax on telecommunication lines

Tax charges on telecommunications for using public spaces

Tax on the use of electricity

Tax imposed on the electricity cables for using public spaces

Tax on transit goods

Tax levied on vehicles transporting transit business goods to
other cities

UNCDF United Nations Capital Development Fund
UNICEF United Nations International Children’s Emergency Fund
WB World Bank
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WORD FROM THE MAYOR

he Local Government of Garowe is pleased to present
its audited first financial reports prepared in line with
internationally recognized public financial reporting
standards. This is the culmination of profound financial
reforms in the past two years.

We implemented the Financial Management Information System
(FMIS) to automate our financial processes and promote transparency
and accountability. We have also adopted Government Finance
Statistics (GFS) 2014 for our fiscal reporting which will be comparable
with the reports of other tiers of the government, and understandable
to international analysts and wider users. In addition, we restructured
our finance and internal audit departments by recruiting adequately
trained and technology literate staff and provided them with tailor-
made training on budgeting, financial reporting, and auditing.

Despite the notable progress made, we faced internal and external
challengesthathad adverseimpacton ouroperations. Thecombination
of Covid-19 pandemic and Somali Shillings exchange crisis in Puntland
had significant effect on our revenues causing large variances in the
budget. Specifically, the latterincident has had lingering consequences
on us as we have large stocks of almost worthless Somali Shillings
which the public refused to accept. On the hand, we continue grapple
with operational weaknesses relating with staff capacity and poor
working processes which might take considerable time to improve due
to limited income of the municipality.

With that being said, we aspire to continue with the long trek to progress
and good governance. As the impact of the pandemic subsides, we
hope to deliver the public services in the most efficient and effective
manner and become more transparent to the public, donors, and
other stakeholders. Going forward, we wish to prepare an integrated
reporting to provide a holistic view on financial performance (fully
adopting IPSAS Cash Basis) and the impact of our operations on the
society and the environment.

| wish for prosperous future
Ahmed Said Muse
The Mayor of Garowe
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FINANCIAL PERFORMANCE HIGHLIGHTS FOR THE YEAR
ENDED 31ST DECEMEBER 2020

1. Overall Performance Overview

The municipality formulated a rational participative budget for 2020 in which the assumptions of forecast
were deeply deliberated and agreed. The municipality was committed to meet budget targets, but the year
started with Coronavirus unleashing its worst economic ramifications on the world. As such, it badly hit
the financial performance of the municipality due to lockdowns and social distancing measures imposed
on the country; it was difficult to generate the budgeted revenues at the early & middle stages of the year.
Additionally, all the planned activities could not be undertaken due to restrictions on movement and travel.
Consequently, because of this pandemic coupled with other inherent challenges, the income outturn
was 54% below the budgeted amount. Similarly, the expenditure was 61% lower than the budget due to

slowdown of activities.

BUDGET IN BILLIONS SOS

219 219

REVENUE EXPENDITURE
M Budgeted M Actual

Figure 1: Budget performance
To cushion the impact on liquidity and cover the essential operational expenses such salaries of regular
staff, the municipality council approved a loan of SOS 1 billion from the State Bank of Puntland. The loan
was repaid at the end of the year as the effect of the pandemic diminished and revenues rebounded.

CASH RECEIPTS BY MONTH

Billions (sos)

Jan Feb Mar Apr Jun  Jul Aug Sep Oct Nov Dec

Figure 2:Cash receipts by month
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As can be seenin the above chart, the entity’s cash inflows rose in the later stages of the year as the activities
of the municipality picked up and entity became more resilient, adapting to the challenges brought about
by the pandemic.

2. Revenues

The cash inflows of the entity came from government collections & loan, and grants (from multi-lateral
donors & contributions from the society). The highest percentage came from consolidated fund (32%),
followed by SURPI (30%) which financed construction of urban roads, followed by Development Fund (18%)
whichisafundfinanced by the residents to support the entity in implementing infrastructural developments
- the rehabilitation of the artery road of the city was financed this year. The rest of the funds contributed
only 20% of the income.

REVENUE BY FUND

= Consolidated Fund
= SURPI
= SURPII
LDF
= SDM
= COVID-19

= Development Fund

Figure 3: Income by fund

3. Expenditure

Implementing the priorities set for this year, the municipality zeroed in on building roads to improve
mobility and spark economic activities in underdeveloped areas of the city. Thanks to the grants received
from international partners (WB & UN) and the citizens, the entity was able to complete the construction of
six new roads and the rehabilitation of the city’s main road.
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EXPENDITURE BY FUNCTION

Social Welfare
Sanitation & Waste Management
Construction & Rehab of Public Roads

Construction & Rehab of Public Buildings
Police & Security

General development Expenditure
Local Fire Protection
Health

Education

Figure 4:Expenditure by function

Besides, the entity built four schools and two health posts in different areas of the district and rehabilitated
two schools with the financial support of LDF and SDM grants.

Furthermore, the entity bought vehicles and equipment to fast-track operations. Italso fully operationalized
the firefighting department which now has its quarters, specialized vehicles and 24/7 stand-by workforce.
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STATEMENT OF CASH FLOW FOR THE YEAR ENDED 31ST DECEMBER 2020

| 2020 | 2019

Cash flow from operating activities
Receipts
Tax & Fees 30,839,975,160
Grants 68,026,877,490

98,866,852,650
Payments
Education 16,500,000
Local fire protection 1,484,373,000
Health 2,278,155,000
Maintenance of buildings 483,088,000
Public Sanitation & Waste management 1,440,654,000
Security 4,239,933,730
Social Welfare 231,817,660
City Greening 14,685,000
Sports 12,000,000
Salaries & Allowances 20,852,297,170
General Administrative costs 12,141,228,850
Net Cash flow from Operating Activities 55,672,120,240
Cash flow from Investing activities
Acquisition of non-current assets (2,418,783,000)
Construction of health posts (1,364,446,050)
Construction of public roads (35,712,562,050)
Construction of schools (1,574,425,380)
Net cash flow from investing activities (41,070,216,480)
Cash from financing activities
Proceeds from borrowing 1,000,000,000
Repayment of borrowings (1,000,000,000)
Net cash flow used in financing activities -
Net Increase (Decrease) in cash 14,601,903,76
Cash as of 1st January 2,159,923,381
Cash as of 31st December 16,761,827,141

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statements. The entity financial statements were approved on 30th April 2021 and signed by:

Ve

Accountant %’V;f@/*f Executive Secretary ﬂfo,.——-&a Mayor %@'

Name: Abdullahilsse Mohamud Name: Mohamud Ali Hassan Name: Ahmed Said Muse
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STATEMENT OF CASH RECEIPTS BY FUNDS CLASSIFICATION

2020 2019
Receipts Receipts

Consolidated Fund 30,839,975,160
Special Funds:

Somali Urban Resilience Project | 30,700,593,000

Somali Urban Resilience Project Il | 17,613,717,000

Local Development Fund (LDF) 4,753,346,730

Service Delivery Model (SDM) 2,727,942,360

COVID -19 Awareness & Prevention | 2,753,355,000

Development Fund 9,477,923,400
Loan 1000,000,000

Total Receipts 99,866,852,650

Table 3: Statement of cash receipts by funds classification

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statements. The entity financial statements were approved on 30th April 2021 and signed by:

Accountant r@//;{

Executive Secretary g/ J—

Name: Abdullahilsse Mohamud Name: Mohamud Ali Hassan

Mayor

A

@W

Name: Ahmed Said Muse
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ACCOUNTING POLICIES

Basis of preparation

Thefinancial statements have been prepared in accordance with IPSAS Cash Basis apart from an exemption
prompted by complexities of the transition to full compliance with the standard. Reliable comparator year
figures could not be obtained due to the limitations of the unconventional reporting basis used in previous
periods.

Reporting entity

The financial statements are for Garowe Local Government and are prepared under IPSAS Cash Basis (with
transitional exemptions) as outlined in Article 6.2 of Puntland Local Governments Finance Policy 2016.
The activities of Local Government include education, health, security, water, sewage, solid waste
management, street lighting, markets and urban/rural development.

Presentation currency

The presentation currency of the entity is Somali Shillings. The translation rate used for USD denominated
grant receipts and tax revenues is SOS33000 to 1 USD. Due to high volatility of the exchange rate, the above
translation rate was fixed throughout the period using it as both spot rate and closing rate for foreign
currency transactions and balances.

Recognition of receipts
Garowe Local Government recognizes all receipts from various sources when the event occurs, and the
related cash is received by the entity or by another government entity on its behalf.

Tax receipts
Tax receipts is recognized when cash is received.

Recognition of payments
The entity recognizes all expenses when the event occurs, and the payment has been incurred.

Cash

Cash means cash balances held at Puntland state Bank, local commercial banks, and at international banks
for World Bank projects.

Non-current Assets
Non-current assets are expensed at the time of acquisition and incorporated in the financial reports.

Budget

The budget aggregates have been adjusted to be comparable to the financial statements.

Comparative figures

The entity prepared its financial statements on unconventional basis in previous periods. This rendered
it impractical to have comparator figures. However, the entity endeavors to fully comply with IPSAS Cash
Basis provisions and principles in coming periods.
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NOTES TO THE FINANCIAL STATEMENTS

1. Taxes

Consolidated Revenue by Heads Amountin SOS
Livestock Trade 2,085,160,810
Business Permits 4,123,400,740
Entertainment (sports etc) 10,468,520

Tax on use of electricity 291,060,000

Tax on Telecommunication lines 349,272,000

Other Indirect tax 2,117,450,920

Tax on markets 1,013,625,540

Tax on slaughterhouses 210,007,000

Tax on transit goods 2,267,714,070

Tax on public vehicles 2,652,036,480

Tax on Loading & discharging 3,146,189,240

Daily tax collections from Qaad/ Miraa hawkers 17,183,000
Property Tax 4.077,687,590

land Tax 6,115,573,530

Civic registration 2,255,045,760
Penalties 108,099,960

Total 30,839,975,160

Table 5: Taxes

Income for the local government through the consolidated fund consist of taxation, fees, and penalties.
Tax & Fees are aggregated together because, even though special services such issuance of certificates and
permits are rendered to the payer, most of the income is used to provide non-excludable services to the
public.
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2. Grants

Grants Amountin SOS
Somali Urban Resilience Project (SURP 1) 30,700,593,000
Somali Urban Resilience Project (SURP 1) 17,613,717,000
Joint UN Program on Local Governance (JPLG-LDF) 4,753,346,730
Service Delivery Model (SDM) 2,727,942,360
COVID -19 Awareness & Prevention 2,753,355,000
Development Fund 9,477,923,400
Total 68,026,877,490

Table 6: grants

The first two grants (SURP | & Il amounting to SOS99 billion and SOS323.4 billion respectively) whose
objectives are to enhance physical resilience of cities in financing urban infrastructure, are funded by
the World Bank and implemented by Garowe Local Government. Their finances and bank accounts are
managed by the Ministry of Finance of Puntland on behalf of the entity. The end dates for SURP | & SURP 1|
are September 2021 and October 2024, respectively.

LDF grant whose objective is to (1) develop the system and capacity of the entity (2) to construct and
rehabilitate infrastructure, had a cap of SOS 9 billion of which 79% was funded by UNCDF, 15% by the
statement government and 6% contributed by the entity. The grant started in June 2019 and will end in
September 2021.

SDM grant whose aim is to support the implementation of the devolved function of the entity, had a
total budget SOS 2.7 billion of which 79% was financed by UNICEF, 15% by the state government and 6%
contributed by the entity. The grant also started in July 2020 and closed in December 2020.

The COVID-19 grant whose objective was to support the entity in the awareness raising and prevention of
the pandemic, had a cap of SOS 2.7 billion and was wholly financed by UNCDF. It started in September 2020
and ended in December 2020.

The Development Fund is a grant financed through community contributions designed to support

infrastructural developments. It is implemented by the entity with the oversight of the City Development
Committee.

3. Transfers from other government unit
Thisis a statutory budgetary support (3% of the state government budget) from Puntland State Government

for the municipality to effectively deliver on the city’s security and beautification. However, the allocation
was not received this year.
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4, Borrowings

The entity borrowed an interest-free SOS 1 billion from the State Bank of Puntland to finance its activities
and bolster the impact of COVID-19 which restricted the ability of the municipality to collect taxes in the
early & middle months of the year. The loan was incorporated in the supplementary budget and was paid
back when the local government was able to generate tax income.

5. Operational cost

Expenditure Amountin SOS
Public Sanitation and waste management 1,440,654,000
Security and police 4,239,933,730
Local fire Protection 1,484,373,000
Education 16,500,000
Health (COVID-19 prevention & awareness) 2,278,155,000
Social welfare (support to poor & looking after cemeteries) 231,817,660
City greening 14,685,000
Sports 12,000,000
Maintenance of buildings 483,088,000
Maintenance of vehicles & tractors 1,409,001,000
Salaries & Allowances 20,852,297,170
General Administrative cost 8,929,038,644
Festivals, hosting & conferences 305,032,750
Rent 730,736,650
Bank commission 767,419,806
Total 43,194,732,410

Table 7: Operational Expenditure

The operational cost inclusive of the grant expenses constituted 51% of the total expenditure of the entity.
The biggest two expenditures (Salaries & Allowances and General Administrative costs) constitute 69% of
the operational cost and include salaries for municipality and project staff, allowances for the council and
general running costs of the municipality as well as project management cost of foreign grants.
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6. Capital Payments

Expenditure Amountin SOS
Acquisition of non-current assets 2,418,783,000
Construction of health posts 1,364,446,050
Construction of public roads 35,712,562,050
Construction of Schools 1,574,425,380
Total 41,070,216,480

Table 8: capital payments

The capital payments related to construction of roads financed under SURP | and LDF, primary schools
and health posts funded by LDF, SDM and the municipality. The entity also bought a tractor, a vehicle, and

equipment to buttress its operations.

7. Cash balances

Bank Balance at yearend SOS
East Africa Bank Djibouti (SURP I) 5,309,632,680

East Africa Bank Djibouti (SURP 1) 10,825,477,080

Dahabshiil for LDF & COVID-19 0

Puntland State Bank for the Consolidated Fund 623,384,381

Dahabshiil Bank for SDM 3,333,000

Amal & Salaam Bank - Development Fund 623,384,381

Total 16,761,827,141

Table 9: cash balances

Theentity keepsits cashin commercial local &international banks, and state bank of Puntland in accordance
with the respective requirements of international donors and the government.

8. Undrawn External Assistance

Grant Amount total amounts

99,000,000,000 | 323,529,789,000

Drawn amounts

(97,075,353,210) | (17,613,717,000)

Remaining balances at year end with the grant provider

1,924,646,790 | 305,916,072,000

Table 10: Undrawn external assistance
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The above two grants are funded by the World Bank for urban projects implemented by Garowe Local
Government. The table shows the total amount of the grants, the amounts withdrawn from the World Bank
and the undisbursed funds by the end of this fiscal year.

The World Bank disburses funds gradually in proportion to the ceiling of the recipient-administered
bank account -designated account- and direct payments to vendors. The entity continues to meet all the
conditions of the grants and hence anticipates completing the related project activities and spend all the
funds.

9. Extra-budgetary income

Description Amountin SOS

Income
 Total Income from MOF 3,367,980,000

Expenditure

Administrative costs (security operation, subscription to 346,797,000

municipal association, hospitality etc)

Advance to consultant for feasibility study for roads & 1,113,717,000

bridge

Construction of an Irish Bridge for an existing road 214,500,000

Rehabilitation of the old bridge of the city 198,000,000

Total Expenditure 1,821,897,000

Increase (Decrease) in cash 1,546,083,000

Cash as of 1st January 50,939,790

Cash as of 31st December 1,597,022,790

Table 11: Extra-budgetary income

This income which was received from the Ministry of Finance of Puntland was not included in the budget
because (a) it was not foreseen and (b) it was obtained for a specific purpose. Its objective was to support
the entity to settle an advance payment to a foreign consultant firm carrying out feasibility studies and pre-
paring engineering designs for roads and a bridge. A special account was opened for this income to avoid
comingling with other funds and its budget has been accounted for.

However, in addition of financing the intended activity, the entity borrowed small amounts from the fund

to cover urgent operational as the entity faced liquidity problems at the time. Nonetheless, those amounts
were repaid before this report was issued.
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