Risk Mitigation Plan
Project Initiation Phase (PIP) -  Shifting the Energy Paradigm in Somalia (STEPS - 00108053)

In line with the Harmonised Approach to Cash Transfer (HACT) Implementation, the micro assessment of Ministry of Energy and Water Resources (MoEWR) was conducted by third party contractor hired by UNDP, Baker Tilly Merali’s.  

The risk ratings in the areas of assessment are found to “Low” and “Moderate”. The overall risk rating was rated as “Moderate” 

UNDP will work closely with MoEWR while taking appropriate actions in managing the risks as below. 

	Area of Assessment
	Risk Assessment
	Risk Mitigation

	1. Implementing Partner
	M
	The IP was formed in 2014 in accordance with the Federal Government of Somalia Constitution of 1 August 2012. The ministry can receive funds from main donors.

Risk Mitigation: 
· As per LoA, a clear reporting requirement will be stipulated, i.e. the IP will need to submit progress reports (narrative and financial report) and final report.
· Payment is linked to specific deliverables and subject to UNDP verification / acceptance.

	2. Programme Management
	L
	The IP has opened a dedicated bank account for this project.
Risk Mitigation:
· A schedule of payment and payment modality is annexed to the LOA and this RMP (Table 1) and linked to the specific milestones to ensure that the targets are achieved. 
· Payments will be processed upon report submission, verification and acceptance by UNDP.

	3. Organizational Structure and Staffing
	S
	There are no job descriptions for all staff. There should be a training policy in place and regular trainings should be done. Staff background checks should be conducted during recruitment. The Ministry should develop an internal control framework.
 
Risk Mitigation:
UNDP to take the following precautionary actions to address financial risks that could arise
· UNDP to be involved in all recruitments and procurement processes. Payments to the individuals and companies to be made after joint certification of UNDP and the MoEWR.  
· Contracts and associated payments to be deliverables based linked to the results of the PIP. 
· UNDP to train Coordinator and Administrative Staff on UNDP policies and procedures on accounts keeping and financial reporting.

	4. Accounting Policies and Procedures
	M
	The Ministry has no cost allocation methodology for shared projects costs. Bank reconciliations are not prepared by the Ministry. The government Financial Procedures Manual that was effective from 1 January 2015 is not being used. There were no printed copies in use. Payment vouchers are not stamped as paid to invalidate them. 
 Risk Mitigation:
The risk management plan in the funds flow have addressed potential risks.
In addition to, UNDP to request the IP to maintain a cash book, to prepare bank reconciliation, fixed asset register, to conduct a periodic physical inventory of fixed assets and to use stamp ‘paid’ for all invoices approved for payment should be marked with a PAID stamp to avoid re-use of the same documents to make duplicate payments.  

	5. Fixed Assets and Inventory
	M
	Regular physical verification and tagging of assets is not done. Assets are not insured.

Risk Mitigation: enhanced assurance activities (field monitoring, spot checks, programme monitoring and audit) will be applied to the activities implemented by the IP according to the UNDP Policies.
In addition to that, UNDP will recommend the IP to institutionalize regular verification and tagging of assets. 

	6. Financial Reporting and monitoring
	M
	The Ministry does not have established reporting procedures except for the information generated from SFMIS. Financial statements are not regularly audited by the Auditor General.

Risk Mitigation: The enhanced assurance activities for the IP as mentioned in the Area of Accounting Policies and Procedures has addressed the issue of financial audit.  

	7. Procurement and Contract Administration
	M
	The IP has not implemented the procurement Act 2015 as it does not have printed copies of the manual for use by staff. The procurement is not computerized and there is no formal invitation for bids.
Risk Mitigation: 
As part of capacity development activities on procurement, the IP will be given procurement activities to be conducted, i.e. procurement in low/mid value and routine transactions, e.g. purchase of office equipment and furniture, procurement of office supplies, purchase/ordering process of workshop refreshments, stationary, etc.  
For these activities (if any), UNDP will provide assistance / guidelines when needed including the templates.  UNDP will further guide the IP in procurement and contract administration processes to elaborate adequate procurement procedures and to train staff.  

	Overall Risk
	M
	

	H – High	    S – Significant		M – Moderate		L –Low

	



Engagement Plan and Assurances Activities:
The total budget for the project activities is USD 250,000. As the IP is rated as Moderate risk, the LOA will apply a combination of cash transfer modality (CTM) of cash advance (USD 219,000) and direct payment (USD 31,000) will be paid through direct payments (distributed as per the table below). UNDP will be involved in the selection process of technical advisors/consultants and guide procurement process of materials including ensuring sufficient supporting documents and due diligence on the processes as required. Sufficient contract monitoring for both financial and progress made on execution of activities as per LOA will be conducted by UNDP.   
In the implementation of this LOA, in addition to the project/program staff monitoring, UNDP office will carry out close monitoring of the activities and the project team are required to ensure minimum risk for UNDP as described above. Procurement procedures will meet UNDP standards during contracting and implementation. 
A performance evaluation of MoEWR at the end of the agreement will be conducted and documented. This will be used as one of the basis for new agreement.
Budget summery
The total budget of the LOA is USD 250,000 which covers a period of 6 months starting from March 2018.  The detail budget based on cost type is shown in below table:
	PIP
Output Reference (for activities details see PIP document)
	Description of Outputs/ Budget Lines
	Implementing Partner Code
	Budget
(In USD)  
	UNDP Direct Payment 
	Cash Advance 

	1
	Coordination Support Office in the Ministry of Energy and Water Resources (MOEWR) Established
	
	148,500
	
	148,500

	1.1
	National Experts (Co-ordination Unit)

	009558
	102,000
	
	102,000

	1.2
	Stakeholders Meetings

	009558
	15,000
	
	15,000

	1.3
	Office Equipment and furniture


	009558
	21,600
	
	21,600

	1.4
	Office Running cost

	009558
	9,900
	
	9,900

	2
	International investors Mobilised for Investment in Sustainable Energy Options

	
	50,000
	17,000
	33,000

	2.1
	Travels 
	009558
	30,000
	12,000
	18,000

	2.2
	Experts for Business Plans Development and Resource Mobilisation

	009558
	15,000
	
	15,000

	2.3
	Sundries

	
	5,000
	5,000
	

	3
	Capacity developed of government officials on investment climate and engaging the energy private sector
	
	51,500
	14,000
	37,500

	3.1
	Training Specialist 
	009558
	7,500
	
	7,500

	3.2
	Training Events
	009558
	15,000
	
	15,000

	3.3
	Donors Consultations
	
	14,000
	14,000
	

	3.4
	Project Document Finalisation (Consultant)
	009558
	15,000
	
	15,000

	TOTAL 
	250,000
	31,000
	219,000

	Percentage
	
	12.4%
	87.6%



Cash Advance payment process and schedule 
The cash advance of USD 219,000 will be split into two tranches:

	Tranche
	Time Frame
	Amount 
	Remarks

	1
	March 2018
	140,000
	1st installment will be release upon signature of this LoA. 

	2
	June 2018
	79,000
	2nd installment will be released on MOEWR submission and approval of UNDP the narrative/ progress report and financial report for the 1st installment advance funds released, including the supporting documents for completed activities with at least 80% funds utilization of 1st installment.

	Total 
	219,000
	







	Signature and Date
	
	Signature and Date

	Prepared by: Abdul Qadir Rafiq
Portfolio Manager a.i.
Resilience and Climate Change
	
	Reviewed & Cleared by: ____________
__________________
Program Oversight and Quality Assurance

	Signature and Date
Approved by: Albert Soer
Deputy Country Director (Programme) a.i.






Table 1: Cash Transfer Modality (CTM)

	Output
	Sub-activities (agreed between UNDP and MoEWR)
	Planned Budget
	Cash transfer modality
	Implementation

	
	
	Budget Description
	Amount (USD)
	Direct Cash transfer
	Direct payment
	

	
	
	
	
	Q1 18
	Q2 18
	Q3 18
	Q4 18
	Q1 18
	Q2 18
	Q3 18
	Q4 18
	

	Coordination Support Office in the Ministry of Energy and Water Resources (MOEWR) Established
	Setting up of coordination unit with adequate technical and administrative capacities  
	3 Technical Experts on deliverables based contracts and 1 Administrative Staff; Technical Experts to include Energy Sector Coordinator, Energy Policy Advisor and Private Sector Engagement Expert; Administrative Support Staff to include Financial and administrative management 
	102,000
	10,000
	47,500
	44,500
	
	
	
	
	
	UNDP to be part of selection process. Payments to be made to the individuals hired for the assignment by MoEWR on certification of deliverables by MOEWR and UNDP.

	
	Stakeholders Meetings  
	6 meetings at federal and member states level with a total budget of USD 15,000. The cost to include venue, refreshment, travels outside Mogadishu, DSA etc. 
	15,000
	
	10,000
	[bookmark: _GoBack]5,000
	
	
	
	
	
	MoEWR to prepare detailed budget and activity plan. UNDP to transfer funds to dedicated project account after certifying the budget and activity plan as per funds transfer schedule

	
	Office Equipment and Furniture  
	4 computers, 1 printer @ USD 1,500, Projection System @ USD 1,000 and Office furniture lumpsum @ USD 13,100
	21,600
	21,600
	
	
	
	
	
	 
	 
	UNDP to be part of procurement process. Payments to be made to the vendors on delivery of equipment and furniture after the certification of MOEWR and UNDP.

	
	Office Running Cost

	@ 1650 per month for 6 months
	9,900
	1,650
	4,950
	3,300
	
	 
	 
	 
	 
	Budget for this line is an estimate. MoEWR to maintain details of payments and receipts of items covered. These documents to be submitted to UNDP as part of financial report. Any unspent balances to be returned to UNDP.

	International investors mobilised for Investment in Sustainable Energy Options
	In country travel for consultation with owners of national/local utilities
	In-country travel cost for meetings with the national/local utilities in main urban centers of Somalia – 9 missions @ USD 2,000 per mission

	18,000
	4,000
	10,000
	4,000
	
	
	
	
	
	Budget for this line is an estimate. MoEWR to maintain details of payments. Supporting documents along with mission reports to be submitted to UNDP as part of financial report. Any unspent balances to be returned to UNDP by MoEWR.

	
	International travels for seeking letters of interest from “Patient Investors”
	International travel of Ministry of Energy and Water Resources officials to meet with patient investors – 3 mission @ USD 4,000 per mission
	12,000
	
	
	
	
	
	12,000
	
	
	MoEWR to prepare detailed budget and activity plan. UNDP to organise international travels as per UN Policies and Procedures for international travels.

	
	Expert (s) for business plan development and resource mobilization 
	Expert in energy sector investment planning and Public-Private-Partnerships – deliverable based contract with a total budget of USD 15,000
	15,000
	
	10,000
	5,000
	
	
	
	
	
	UNDP to be part of selection process. Payments to be made to the individual (s) hired for the assignment by MoEWR on certification of deliverables by MOEWR and UNDP.

	
	Sundries 
	Lump sum
	5,000
	
	
	
	
	
	2,500
	2,500
	
	UNDP to release these funds to cover any unforeseen expenses – including bank charges etc. MoEWR to provide justification in writing for expenses considered as sundries. 

	Capacity developed of government officials on investment climate and engaging the energy private sector 

	Training Specialist (s)
	Trainer to deliver hands-on training on energy systems – deliverable based contract with a total fee of USD 7,500
	7,500
	
	2,500
	5,000
	
	
	
	
	
	UNDP to be part of selection process. Payments to be made to the individual (s) hired for the assignment by MoEWR on certification of deliverables by MOEWR and UNDP.

	
	Training Events
	3 Events @ USD 5,000 per event
	15,000
	
	15,000
	
	
	
	
	
	
	MoEWR to prepare detailed budget and activity plan. UNDP to transfer funds to dedicated project account after certifying the budget and activity plan as per funds transfer schedule.

	
	Donors Consultations
	One-on-one meetings with donors of UNDP and MoEWR; Donors Round Table – total budget of USD 14,000
	14,000
	
	
	
	
	
	14,000
	
	
	UNDP to plan and facilitate donors meetings in consultation with the MoEWR. Payments to be based on actuals. 

	
	Project Document Finalisation
	Project Development/Formulation Expert to finalise project document for the implementation phase and mobilizing resources
	15,000
	
	15,000
	
	
	
	
	
	
	UNDP to be part of selection process. Payments to be made to the individual hired for the assignment by MoEWR on certification of deliverables by MOEWR and UNDP.

	 
	Total 
	 
	250,000
	37,250
	114,950
	66,800
	
	
	28,500
	2,500
	
	





