








Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

June 28, 2024

Mr. Momo Lombeh

Manager

Project Management Unit (PMU)

Ministry of Finance and Development Planning (MFDP)
Monrovia, Liberia

Dear Mr. Lombeh,

Re: Management Letter on the Financial Statement Audit of the Integrated Public
Financial Management Reforms Project (IPFMRP) II for the year ended December 31,
2023.

The financial statements of the Integrated Public Financial Management Reforms Project (IPFMRP)
are subject to audit by the Auditor-General in terms of Section 2.1.3 of the General Auditing
Commission (GAC) Act of 2014 as well as in accordance with the Engagement Term of Reference
(ToR).

Introduction
The audit of the IPFMRP II for the year ended December 31, 2023 has been completed and the
purpose of this letter is to bring to your attention the findings that were revealed during the audit.

Audit Scope and Methodology

The audit was conducted in accordance with International Standards of Supreme Audit Institutions
(ISSAIs) as well as the Engagement (Audit) Terms of Reference. These standards require that the
audit is planned and performed so as to obtain reasonable assurance that, in all material respects,
fair presentation is achieved in the annual financial statements.

An audit includes:
o Examination on a test basis of evidence supporting the amounts and disclosures in the
financial statements;

e Assessment of the accounting principles used and significant estimates made by
management; and

o Evaluation of the overall financial statement presentation.

The audit also includes an examination, on a test basis, of evidence supporting compliance in all
material respects with the relevant laws and regulations which came to our attention and are
applicable to financial matters.

The matters mentioned in this letter are therefore those that were identified through tests considered
necessary for the purpose of the audit and it is possible that there might be other matters and/or
weaknesses that were not identified.
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Management Letter On The Financial Statement
Audiit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

1.1.1.6

1.1.1.7

1.1.1.8

1.1.2

1.1.2.1

1.1.2.2

1.1.2.3

1.1.2.4

1.1.2.5

1.1.2.6

Going forward, Management should ensure that full and adequate disclosures are made for
material variance(s) between the budget and actual amounts consistent with Part 1.7.8 of
the Revised Cash Basis IPSAS (November 2017).

Management’s Response
This was resolved during the audit and please see revised financial statement for our
consideration. Exhibit I

Auditor General’s Position
We acknowledge Management’s acceptance of our findings, recommendation and the
subsequent adjustment of the financial statements.

Failure to Withhold and Remit Taxes

Criteria

Section 905 (J) of the Revenue Code of Liberia Act of 2000 as amended in 2011 stipulates:
“within 10 days after the last day of the month, payer described in (a) is required to remit
to the tax authorities the total amount required to be withheld during the month”, and (m)
stipulates “a person who has a withholding obligation under this section and fails to
withhold and remit the amount of tax required to be withheld is subject to Section 52
penalty for late payment and failure to pay”.

Section 91. (a) of the revised Revenue Code of 2011 states that; A person required under
the provisions of this Code or regulations hereunder to withhold, collect, segregate, account
for, or pay over any tax or other revenues of the Republic and who knowingly fails to do
so commits a misdemeanor. Upon conviction, in addition to any other sanctions that may
be provided by law, the person is subject to a fine of not more than $50,000.00,
imprisonment for not more than one year, or both

Observation

During the audit, we observed that Management did not withhold and remit the total
amount of US$429,271.25 as withholding taxes for goods and consultancy services to the
LRA or General Revenue Account. See Annexure 2 for details.

Risk
Failure to remit taxes withheld may deny GoL of much needed tax revenue.

Management may be non-compliant with Section 905 (J. of the Revenue Code of Liberia
2011 which may result to penalties for late payment and failure to pay.

Non-remittance of withholding taxes may lead to overstatement of the cashbook and
subsequently the financial statements.
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Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) 1T
For the Year Ended December 31, 2023

1.1.2.7

1.1.2.8

1.1.2.9

1.1.2.10

1.1.2.11

1.1.2.12

Recommendation
Management should provide substantive justification for not withholding and remitting
withholding taxes to the LRA.

Management should facilitate full remittance of withholding taxes to the LRA in keeping
with Sections 91 and 905 (J) of the Revenue Code of Liberia Act of 2000 as amended in
2011.

Going forward, Management should withhold all taxes and facilitate full remittance of same
to the General Revenue Account in keeping with Section 905 (J) of the Revenue Code of
Liberia Act of 2000 as amended in 2011.

Evidence of remittance and tax payment receipts (flag receipts) of withholding taxes and
other relevant supporting records should be adequately documented and filed to facilitate
future review.

Management'’s Response
AfDB Project is tax exempt and as such PMU make no deduction for tax remittance to LRA
on the request for payment to the PFMU. See Exhibit II

Auditor General’s Position

Management’s assertion did not adequately address the issues raised. According to Article
VIII, Section 8.01(C) of the General Conditions Application to the African Development
Bank Loan Agreements and Guarantee Agreements states “The immunities, exemptions
and privileges from taxation referred to this Section 8.01 and in Article 57 of the Bank
Agreement shall ensure to and be for the sole benefit of the Bank and shall therefore not
be the basis for a claim to or request for similar entitlement by a consultant, contractor or
other third party engaged by the Borrower or guarantor in connection with the Project”.
Therefore, we maintain our findings and recommendations. We will follow up on the
implementation of our recommendations during subsequent audit.

1.1.3 Third-Party Payments Made to Employees

1.1.31

1.1.3.2

1.1.3.3

Criteria

Section 6.4.1 of the PFMU Financial Procedure Manual requires that “All payment vouchers
and checks shall be written in the name of the beneficiary that appears on the supporting
documents.”

Regulation B.28 of the PFM Act of 2009 as Amended and Restated 2019 states that “A
payment shall be made only to the person or persons named on the payment voucher or
to their representatives duly and legally authorized in writing to receive the payment”.

Observation
During the audit, we observed that Management made payments to third-parties
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Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

1.1.3.11

1.1.3.12

1.1.3.13

1.14

1.1.4.1

Management'’s Response

We take note of these payment which is in line with our Financial Procedures Manual for
outstation payment for Project activities. These are cash payments so no taxes are deducted
from the payment. Moreover, these payments arise s as a result of control place on payment
to ensure staff nominated attend the activities and payment is made from the attendance
record after a day or two of the activities. Also take note that the payment to Rudolph
Mentroe was for a Consultant under the Project that requested his fees to be paid to him as
central bank cannot transfer to consultant but rather Organization and the payment was
received by the consultant. See Exhibit III ( Recejpts for Paylay &Fatha).

Third-party payments are made under extreme circumstances, especially in cases where the
activity being implemented is in far distance away from Monrovia, or conditions that have
the propensity of stalling project implementation. In the instance case of Rudolph Mentroe,
the PMU had to pay to Rudoiph who the consultant later authorized to remit his fees to him,
because the Central Bank could not pay to individuals oversee accounts (Please verify this
from the CBL). The project’s only bank account is held in the Central Bank, and the
consultant needed his payment after providing services to the project. Could we allow CBLs
policy to lend the Government to court? In other cases, we could not pay to the payees
because the LEITI multi-stakeholders group members around the country were not listed,
and even If they were, check making for them was not possible based on their locations.
Having said this, the PMU presented reports and signing sheets to substantiate those
beneficiaries received the monies. Hard and scanned copied are available in the PMU for
perusal.

Auditor General’s Position

Management’s assertion did not adequately address the issues raised. Going forward,
procurement transactions which include stationeries and DSA should be disaggregated and
procurement of stationeries should be done using the required procurement method. DSA
payments should be made directly to project staff and project beneficiaries either through
mobile money numbers, checks or through direct debits to their bank accounts, consistent
with PFMU Financial Procedures Manual. Therefore, we maintain our findings and
recommendations. We will follow up on the implementation to our recommendations during
subsequent audit.

Payments without Supporting Documentation

Criteria

Section 9.1 of the World Bank procurement regulations states that “The Borrower shall retain
all documentation, and shall furnish such documentation to the Bank upon request, with
respect to each contract subject to post review, according to the requirements of the Legal
Agreement. This documentation shall include, but is not limited to: a. complaints, the signed
original of the contract and all subsequent amendments or addenda, b. the Bids/Proposals
evaluation report, and the recommendation for award; and c. the payment invoices or
certificates, as well as the certificates for inspection, delivery, completion, and acceptance
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Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

1.2.1.13

1.2.1.14

1.2.2

1.2.2.1

1.2.2.2

1.2.2.3

1.2.2.4

as preliminary documents before submitting payment requests to PFMU, and in these cases,
the PMU submitted delivery notes, and Tax Clearances for Super Petroleum and Petro
Trade, and also submitted business registration and tax clearance receipts for Community
Action. See Exhibit V

Auditor General’s Position

We have reviewed the supporting documents of business registration, delivery notes and
tax clearances submitted after our audit execution. However, we observed no evidence of
withholding taxes being withheld and subsequently remitted to the LRA. Therefore, we
maintain our findings relative to withholding taxes and all other recommendations. We will
follow up on the implementation of our recommendations during subsequent audit.

Further, Management provision of documents after our review, does not guarantee
Management effective control of document management. Going forward, Management
should ensure that requested documents for audit purposes are submitted in a timely
manner.

Irregularities Associated with Fixed Asset Management

Criteria

Section 9.4.2 of the PFMU Financial Procedure Manual states that “i. A FAR shall be
maintained for recording all fixed assets procured or constructed from each project /
program fund or donated by any other body. ii. The register shall contain detailed
information concerning each asset as contained in the sample FAR. Iii. The assets shall be
code-numbered for proper identification as to categories and location. iv. The assets
register shall be designed to accommodate the additions and disposals of asset entries and
update. v. A summary of fixed assets shall be extracted from the FAR and form part of the
project management report and financial statements. vii. All movable fixed assets such as
vehicles will carry the imprint of the project name”.

Regulations V.4 (2) of the PFM Act of 2009 and revised in 2019 states that, “The master
inventory shall record under each category of item:
e the date and other details of the voucher or other document on which the items
were received or issued;
e their serial numbers where appropriate; and
¢ their distribution to individual locations and the total quantity held.”

Observation

During the audit, we observed that fixed assets valued at more than US$79,550 could not
be physically verified as other fixed assets values were not stated in the fixed assets
register.

Also, the following irregularities were observed to be associated with the project’s Fixed
Assets Management System:
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Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

1.2.2.5

1.2.2.6

1.2.2.7

1.2.2.8

1.2.2.9

1.2.2.10

1.2.2.11

1.2.2.12

1.2.2.13

1.2.2.14

e Some fixed assets values were not stated in the fixed assets register

o The fixed assets register did not contain outstation/county locations.

o The fixed assets register did not contain specific assignees but rather repeated
individual names.

¢ The fixed assets register was not regularly updated.

e Some fixed assets of the entity were not coded.

e There was no evidence of periodic physical verification of assets by Management

e There was no evidence of movement of assets form.

e There was no history of disposal of assets

¢ Fixed assets within a given vicinity were not displayed as required by the PFM Act.
See Annexure 2 for details.

Risk
Fixed Assets may be misstated (Over/understated).

Fixed Assets may be damaged or impaired but their values are still on the books.

Fixed Assets may be removed from the entity’s premises without authorization,
misappropriated, subjected to personal use or theft.

The lack of asset movement log may make it difficult to keep track of assigned or
transferred assets, which may lead to misuse, loss or theft of assets without being noticed.

Failure to properly account for fixed assets may lead to theft and misapplication of
equipment/materials. This may result in the non-achievement of the entity’s objectives.

Recommendation

Management should ensure that the fixed assets register is updated to reflect the following;
description, class, code, location, condition, cost, depreciation expense, accumulated
depreciation and net book value of the asset.

Management should enforce a systematic fixed assets coding system to ensure all fixed
assets are uniquely identified. This control will facilitate the efficient and effective periodic
fixed asset verification exercises. Discrepancies in coding identified during verification
should be updated in a timely manner.

Management should conduct periodic fixed assets count and /or verification to determine
the current condition and location of the assets. Evidence of physical verification should be
adequately documented and filed to facilitate future review.

The Fixed Assets Register should be updated periodically to reflect all the entity’s assets.

Fixed Assets within a particular vicinity should be clearly displayed as required by the PFM
Act.
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Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT
For the Year Ended December 31, 2023

1.2.3.3

1.2.3.4

1.2.3.5

1.2.3.6

1.2.3.7

1.2.3.8

1.2.3.9

1.2.3.10

Risk
Management may be noncompliant with GoL Travel Ordinance as prescribed in section 7.

Failure to disburse the required daily subsistence allowance to project staffs may lead to
mismanagement/misappropriation of project funds.

Recommendation
Management should provide substantive justification for payment of DSA above GoL Travel
Ordinance.

Management should apply the standardized rate for computation of travel allowance in
accordance with the rates indicated in annexure III of GoL Travel Ordinance.

Managements should ensure that all travel advances are adequately retired with the original
copies of receipts and activities reports to justify the regularity of the transactions.

Evidence of travel advances and retirement should be adequately documented and filed to
facilitate future review.

Management'’s Response

The PMU notes the findings, but wishes to express the inadequacy of the Government’s
DSA rates considering the increasing prices for basic services. Moreover, the AfDB approved
the said amount to be paid to staff concerned. See Exhibit

Auditor General’s Position
We acknowledge Management’s acceptance of our findings and recommendations. We will
follow-up on the implementation of our recommendations during subsequent audit.

1.24 Uncompleted Natural Resource Tax Audits
Criteria

1.2.4.1 Component 2.2.11 of the 2018/2019 IPFMRP work plan mandated the Liberia Revenue
Authority (LRA) to “"Develop TOR and procure the services of the external professional firms
to conduct effective tax audits of at least 8 extractive industry and renewable energy
entities and coordinate audit execution, including the provision of support of LRA staff
working in the field with the external auditors”.
Observation

1.2.4.2 - During the audit, we observed no evidence that tax audits for 5 of the 9 selected agricultural
entities into natural rubber and palm oil have been completed by the Liberia Revenue
Authority. See table 6 below for details.
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Management Letter On The Financial Statement
Audit of the Integrated Public Financial Management Reforms Project (IPFMRP) IT

For the Year Ended December 31, 2023

7. Golden | Agricult | 2012- Comprehensiv | Reconciliation of draft | Delay in concluding the audit is
Veroleu | ure 2017 e report ongoing partly due to the COVID-19
m Pandemic and delays in
Liberia providing books and records to
validate information provided
on the returns filed for the audit
period. Moreover, the fieldwork
has not commenced due to
budget constraints.
8. Fireston | Agricult | 2013- Comprehensiv | Audit Pending due to | Delay in concluding the audit is
e ure 2019 e contractual issues with | partly due to the COVID-19
Natural BDO, the audit from | Pandemic as well as the non-
Rubber contracted by PMU. The | availability of BDO, a UK based
Compan LRA will undertake the | external audit firm hired to
y assignment utilizing its | conduct the audit alongside
own capacity and | NRTS for capacity building and
funding. knowledge transfer, to continue
the audit engagement.
9. Sime Agricult | 2012- Comprehensiv | Audit Pending due to | The legal basis for LRA to audit
Darby ure 2017 e contractual issues with | the firm is being reviewed
Plantati BDO, the audit from | based on the Sales and
on contracted by PMU. The | Purchase Agreement between
LRA will undertake the | the entities and the government
assignment utilizing its | of Liberia.
own capacity and
funding.
Risk
1.2.4.3 Failure to conduct and complete the comprehensive tax audits may deny GoL of much
needed tax revenue.
1.2.4.4 The objectives of the project may not be achieved in the absence of timely completed
comprehensive tax audits.
Recommendation
1.2.4.5 Management should liaise with the authority of the Liberia Revenue Authority (LRA) to
facilitate the completion of the comprehensive tax audits and ensure that the required
taxes are paid in the General Revenue Account.
1.2.4.6 Management should facilitate adequate coordination, monitoring and evaluation of
project’s activities to ensure project deliverables are implemented in a timely manner.
1.2.4.7 Going forward, Management should conduct a more rigorous recruitment process to
identify and outsource to audit firms with significant experience and qualified personnel
in performing tax audits to perform the Natural Resource Tax Audit. As part of the
contract, the selected audit firms should provide capacity support (on the job training) to
LRA tax auditors during the natural resource tax audit.
1.24.8 Evidence of tax audits should be adequately documented and filed to facilitate future

review,
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Management Letter On The Financial Statement
Audiit of the Integrated Public Financial Management Reforms Project (IPFMRP) I
For the Year Ended December 31, 2023

Management’s Response

1.2.4.9 The LRA will ensure that the audits will be completed by the Project closure. It is worth
noting that all the audits are in concluding stages. Further, the LRA will issue the reports
once there’s no response from the auditee per the stipulated time frame.

Auditor General’s Position
1.2.4.10 We acknowledge Management’s acceptance of our findings and recommendations. We
will follow-up on the implementation of our recommendations during subsequent audit.
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ANNEXURES
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