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Acronyms and Meaning

Acronyms/Abbreviations/Symbol Meaning
AG Auditor General
CFIP Certified Forensic Investigation Professional
CFWG Community Forest Working Group
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Etc Et cetera
FAO Food and Agriculture Organization
FCCA Feliow Member of the Association of Chartered Certified
FDA Forestry Development Authority
GoL Government of Liberia
IFMIS Information Technology
INTOSAI International Organizations of Supreme Audit Institutions
IPSAS International Public Sector Accounting Standards
ISSAIs International Standards of Supreme Audit Institutions
L$ Liberian Dollar
LRA Liberia Revenue Authority
MBA Masters of Business Administration
PFM Act Public Finance Management Act
PFMU Public Financial Management Unit
PPCC Public Procurement and Concessions Commission
R.L Republic of Liberia
REF # Reference number
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Management Letter on the
Finaricial Statements Audit of the Forestry Developrnent Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

April 7, 2026

Hon. Rudolph J. Merab, Sr.
Managing Director

Forestry Development Authority (FDA)
Whein Town, Mount Barclay

Republic of Liberia

Dear Hon. Parker:

Re: Draft Management Letter on the Financial Statements Audit of the Forestry
Development Authority (FDA) for the periods July 1 to June 30, 2018/2019/2020/2021.
The financial statements of the Forestry Development Authority (FDA) for the fiscal years ended
June 30, 2018/2019/2020/2021 are subject to audit by the Auditor General consistent with the
Auditor General's mandate as provided for under Section 2.1.3 of the GAC Act of 2014 as well as
the engagement Terms of Reference.

Introduction

The Audit of the FDA Management for the periods July 1 to June 30, 2018/2019/2020/2021 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 ail material respects,
fair presentation is achieved in the annual Financial Statements.

An audit includes:
*» Examination on a test basis of evidence supporting the amounts and disciosures in the
financial statements;

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

*» 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 reguiations 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 Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

The financial statements, maintenance of effective control measures and compliance with laws and
regulations are the responsibility of the Accounting Officer. Our responsibility is to express our
opinion on these financia! statements.,

The audit findings which were identified during the course of the audit are included below.

APPRECIATION

We would like to express our appreciation for the courtesy extended and assistance rendered by
the staff of the Forestry Development Authority Management Team and other individuals who
contributed to success of this Audit.

Monrovia, Liberia
April 2026
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Management Lelter on the

Financial Statements Audit of the Forestry Development Authority (FDA)

For the periods ended June 30, 2018/2019/2020 and 2021

1 DETAILED FINDINGS AND RECOMMENDATIONS

1.1 Financial Statements Issues

11.1 Authorized Allocation/Appropriation per Financial Statements not reconciled
to IFMIS Ledger

Criteria

1.1.1.1  Section 1.3.27 of IPSAS Cash Basis of Accounting requires that “financial statements shall
present information that is: (a) Understandable; (b) Relevant to the decision-making and
accountability needs of users; (c) A faithful representation of the cash receipts, cash
payments and cash balances of the entity and the other information disclosed in the
financial statement in that it is: (i) Complete; (i) Neutral and (iii) Free from material

error;”

Observation
1.1.1.2 During the audit,

we observed the following variances between authorized

allocation/appropriation reported in the financial statements and figures reported in the
IFMIS Ledger for the periods under audit 2017/2018, 2018/2019 and 2019/2020. See
table 1 below for details.

Table 1: Authorized Allocation/Appropriation per Financial Statements not reconciled to IFMIS

Ledger
Authorized Authorized ;
sl 4 k Sl Variance
Description allocation/appropriation per | allocation/appropriati (US$)
Financial Statement on per IFMIS Ledger
2017/2018
Authorized - - - i N
Allocation/Appropriation 3,321,814.11 5,841,503.25 | (2,519,689.14)
2018/2019
Authorized
Allocation/Appropriation 3,482,045.96 5,324,893.06 (1,842,843.1)
2019/2020 N
Authorized

Allocation/Appropriation

2,759,564.31

2,834,884.44

Risk

1.1.1.3  Expenditure and subsequently the financial statements may be misstated.

(75,320.13)

1.1.1.4 Management may not account for all transactions of the entity.

1.1.1.5 Transactions posted in the IFMIS on behalf of the FDA may not be recorded in the
entity’s ledgers/financial statements.
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.1.1.6

1.1.1.7

1.1.1.8

1.1.1.9

1.1.1,10

1-1I2

1.1.2.1

Recommendation
Management should account for the variance between the IFMIS Ledger and the financial
statements.

Management should perform reconciliation between the IFMIS Ledger and the financial
statements. Variances identified should be investigated and adjusted where applicable in
a timely manner. The financial statements should also be subsequently adjusted.

Going forward, Management should perform monthly reconciliation between the IFMIS
Ledger and the financial statements. Variances identified should be investigated and
adjusted where applicable in a timely manner. Evidence of periodic reconciliations along
with all supporting records should be adequately documented and filed to facilitate future
review.

Management’s Response

Management disagrees with the audit findings. Management provided full accountability
of allotments received from MFDP for the fiscal years under audit. However, FDA reported
US$ 3,321,814.11 for fiscal year 2017/2018, US$3,482,049.96 for fiscal year 2018/2019
and US$2,759,564.31 for fiscal year 2019/2020 as compare with MFDP report of US$
5 841,503.25 for 2017/2018, US$5,324,893.06 for 2018/2019 and US$ 2,834,884.44 for
2019/2020. The Government of Liberia has adopted Cash Basis IPSASs which is the
reporting framework of Gol%s financial reporting. Under the Cash Basis (IPSASs) one
accounts for what one recelves. Therefore, irrespective of what is in IFMIS, what the FDA
recejved in cash is what being accounted for. The negative variance of US$
(4,518,689.14) for 2017/2018, US$ (1,842,843.1) for 2018/2019 and USE (75,320.13)
was due to MFDP’s lack of proper reconciliation,

Auditor General’s Position

Management assertions did not adequately address the issue raised. Management did not
provide documentary evidence of actual receipts to corroborate total receipts reported in
the financial statements for the periods under audit. Therefore, we maintain our findings
and recommendations. We will follow up on the implementation of our recommendations
during subsequent audit,

Operating Expenditures Balance per Cash book not reconciled to Financial
Statements Balance.

Criteria
Section 1.3.27 of IPSAS Cash Basis of Accounting requires that “financial statements shall
present information that is:

{(a) Understandable;

(b) Relevant to the decision-making and accountability needs of users;

(c) A faithful representation of the cash receipts, cash payments and cash

balances of the entity and the other information disclosed in the financial
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

statement in that it is:
(i} Complete; (ii) Neutrat and (iii) Free from material error;”
Observation

1.1.2.2 During the audit, we observed variances between the figures reported as operating

expenses balance in the cashbook and financial statements. See table 2 for details.

Table 2: Operating Expenditure Balance per Cash book not reconciled to Financial Statements

Balance
Year Description Cashbook Financial Statements (US$) | Variance (US$)

2017/2018 | Operating

expenditure 412,977.89 1,006,921.99 {593,944.10)
2018/2019 | Operating ’ - ]
| expenditure | 1,217,441.23 B 7 1,§§0_,_902_.6_7_____(133,461.4&)H
2019/2020 | Operating

expenditure 533,316.38 823,128.30 (289,811.92)
2020/2021 | Operating 1 o I

expenditure 720,655.25 727,024.55 (6,359.30)

1.1.2.3

1.1.2.4

1.1.2.5

1.1.2.6

1.1.2.7

1.1.2.8

Risk
The completeness and accuracy of the financial statements may not be assured;
therefore, the financial statements may be misstated.

Management may not account for all its transactions.

Recommendation
Management should account for the variance between the cashbook and the financial
statements.

Management should perform reconciliation between the cashbook and the financial
statements. Variances identified should be investigated and adjusted where applicable in
a timely manner. The financial statements should also be subsequently adjusted.

Going forward, Management should perform monthly reconciliation between the
cashbook and the financial statements. Variances identified should be investigated and
adjusted where applicable in a timely manner. Evidence of periodic reconciliations along
with all supporting records should be adequately documented and filed to facilitate future
review,

Further, an automated control should be established such that transactions (along with
supporting documents) posted by a junior staff must be reviewed and approved by senior
personnel before the transactions appear in the general ledger. Additionally, an
automated linkage should be created between the general ledger, trial balance and the
financial statements to facilitate the completeness and accuracy of the financial
statements.
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Management Letter on the
Financial Statements Audit of the Forestry Development Autfiority (FDA}
For the periods ended June 30, 2018/2018/2020 and 2021

1.1,2.9

1.1.2.10

1.1.3

1.1.3.1

1.1.3.2

1.1.3.3

8

Management’s Response

The audit team was initially informed that the accounting sofitware (Quick book) our
entity was using got damaged beyond repair and Management was finding it difficult to
retrieve financial data from the damaged software (Quick book). Therefore, after a review
of the Scope. Methodologies, and limitations, the Management would like to state that it
cannot fully agree with the audit findings. However, we have all the necessary supporting
documents for all transactions and were presented for audit.,

Auditor General’s Position

Management did not adequately address the issue raised. Management did not account
for the variances between the cashbook and the financial statements for operating
expenditures catalogued in table 2 above. Also, Management did not subsequently
provide supporting documents as asserted in Management’s response. Therefore, we
maintain our findings and recommendations. We will follow up on the implementation of
our recommendations during subsequent audit.

Donor Funds Received per Financial Statements not reconciled to Confirmation
Figures.

Criteria

Regulations A.3 (1) of the PFM Act of 2009 states that “Any public officer concerned with
the conduct of financial matters of the Government of Liberia, or the receipt, custody and
disbursement of public and trust moneys, or for the custody, care and use of government
stores and inventories shall keep books of accounts and proper records of all transactions
and shall produce the books of accounts and records of the transactions for inspection
when called upon to do so by the Auditor-General, the Comptroller General, the relevant
internal auditor or any officers authorized by them, by the Minister.”

Section 1.3.27 of IPSAS Cash Basis of Accounting requires that “financial statements shall
present information that is:

a) Understandable;

b) Relevant to the decision-making and accountability needs of users;

c) A faithful representation of the cash receipts, cash payments and cash balances of
the entity and the other information disclosed in the financial statement in that it
is:

(i} Complete; (ii) Neutral and (iii) Free from material error;”

Observation

During the audit, we observed variances between the figures reported as donor funds
received in the financial statements and confirmation received from the Food and
Agriculture Organization (FAQ). See table 2 A &B for details.
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Management Lefter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Table 2A: Donor Funds received per Financial Statements not reconciled to Confirmation Figures

Year Description Financial Statements Donor Confirmed Amount Vatiance
(Uss$) (Us$) (Uss)
2017/2018 | FAQ ) 12,301 21,012 _(_8,711)
1.1.3.4 Furthermore, we observed that addresses for donors were not provided to confirm these

amounts for the period under audit below despite continuous request to Management.

Table 2B: Un-confirmed Donors’ Funding
Year Donor Amount US$
2017/2018 GIZ and CFWG 18,382.00
2018/2_0&_9 | *Not disclosed in Financial Statemg_qti . B 3,725.00 |
3019/2020 Transco - 51,409.98
Mano River Union - B 284 601.12
2020/2021 B “Transco B I - 11_0 _54_1_1_90
__I\_’Ia_l_'lo River Union B | B 52,063.0
Risk
1.1.3.5 The completeness and accuracy of the financial statements may not be assured;
therefore, the financial statements may be misstated.
1.1.3.6  Management may not account for all its transactions.
1.1.3.7 Failure to expedite the process of obtaining confirmation from external parties by the
auditors may impair the authenticity of the transaction.
Recommendation
1.1.3.8 Management should account for the variance between the financial statements balances
and amounts confirmed by the donor.
1.1.3.9 Management should facilitate the timely dissemination and receipt of confirmations
submitted for audit purposes.
1.1.3.10 Management should perform monthly reconciliation among the credit advice, bank
statements, general ledger, trial balance and financial statements. Variances identified
should be investigated and adjusted where applicable in a timely manner,
1.1.3.11 Going forward, an automated control shouid be established such that transactions (along
with supporting documents) posted by a junior staff must be reviewed and approved by
senior personnel before the transactions appear in the general ledger. Additionally, an
automated linkage should be created between the general ledger, trial balance and the
financial statements to facilitate the completeness and accuracy of the financial
statements.
Management's Response
1 1.3.12 Management disagrees with the aud/t fndmgs Managemenr WISh to state, the
. _9_ Pmmofmg Accoun tabh’rty oﬁ-‘-’ﬁjl;c Resources o f ;\ i

g
Enauiag Rososmiabilly o) Pl Robeoureons:



Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.1.3.13

1.1.4

1.14.1

1.1.4.2

1.1.4.3

10

| Promoting Accountability of Public Resources !

confirmation figure sent to GAC by one of our donor partners, the Food and Agriculture
Organization (FAQ) is completely wrong. The donor amount recefved ($12,301) from the
Food and Agriculture Organization (FAQ) for the periods under audit (year) is the amount
stated in the financial statement.

Auditor General’s Position

Management’s assertion is not backed by documentary evidence corroborating receipts
from FAO as reported in the financial statements. Therefore, we maintain our findings
and recommendations. We will follow-up on the implementation of our recommendations
during subsequent audit.

Cash Receipts per Cashbook not Reconciled to Financial Statements

Criteria

Regulations A.3 (1) of the PFM Act of 2009 states that “Any public officer concerned with
the conduct of financial matters of the Government of Liberia, or the receipt, custody and
disbursement of public and trust moneys, or for the custody, care and use of government
stores and inventories shall keep books of accounts and proper records of all transactions
and shall produce the books of accounts and records of the transactions for inspection
when called upon to do so by the Auditor-General, the Comptroller General, the relevant
internal auditor or any officers authorized by them, by the Minister.”Section 36(1) PFM
Act of 2009 as Amended and Restated PFM Act of 2019 states that "It is a general
responsibility under this Act for all government officials handling public financial
transactions to ensure that financial information is reported in a timely, comprehensive,
and accurate manner, in the manner prescribed in this Act, under its regulations, and in
instructions issued by the Minister”.

‘Additionally, Section 1.3.27 of IPSAS Cash Basis of Accounting requires that “financial

statements shall present information that is:
(a) Understandable;
(b) Relevant to the decision-making and accountability needs of users;
(c) A faithful representation of the cash receipts, cash payments and cash
balances of the entity and the other information disclosed in the financial
statement in that it is:
(i} Complete; (ii) Neutral and (iii} Free from material error;”

Observation

During the audit, we observed a variance between cash receipts per the cashbooks and
cash receipts reported in the financial statements for the periods under audit See table
3 below for details.
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the perfods ended June 30, 2018/2019/2020 and 2021

Table 3: Cash Receipts per Cash Book not Reconciled to Financial Statements

Cashbook Financial
Period Description Amount (US) Statements Variance (US)
Amount (US)
2017/2018 Cash receipts 1,792,177.06 4,007,692.27 (2,215,515.21)
2018/2019 Cash receipts 3,971,765.51 4,617,515.80 (645,750.29)
2019/2020 Cash receipts 3,083,687.04 3,410,979.93 (327,292.89)
2020/2021 Cash receipts 1,116,948.86 3,864,112.67 (2,747,163.81)
Risk

1.1.4.4 The completeness and accuracy of the financial statements may not be assured;

1.1.4.5

1.1.4.6

1.1.4.7

1.1.4.8

1.1.4.9

1.1.4.10

1.1.4.11

e |
1 |
|

therefore, the financial statements may be misstated.
Management may not account for all its transactions.
Funds transferred to the entity’s bank accounts may not be recorded in the cashbook.

Recommendation
Management should account for the variances between the cash book and the financial
statements for cash receipts and adjust where applicable.

Going forward, Management should perform monthly reconciliation among the credit
advice, bank statements, general ledger, trial balance and the financial statements.
Variances identified should be investigated and adjusted where applicable in a timely
manner.

Further, an automated control should be established stich that transactions (along with
supporting documents) posted by a junior staff must be reviewed and approved by senior
personnel before the transactions appear in the general ledger. Additionally, an
automated linkage should be created between the general ledger, trial balance and the
financial statements to facilitate the completeness and accuracy of the financial
statements.

Management’'s Response

Management disagrees with the audit findings and would fike to state that cash reported
in the Financial Statements constitutes cash from various projects cash books and
Salaries payment to employees’ respective bank accounts.

Auditor General’s Position

Management’s assertion is not backed by documentary evidence. Management did not
subsequently provide documentary evidence to corroborate actual cash receipts as
reported in the financial statements. Therefore, we maintain our finding and
recommendations. We will follow up on the implementation of our recommendations
during subsequent audit.
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Management Letter on the
Financial Statements Audit of the Forestry Development Authiority (FDA)
For the periods ended June 30, 2018/2018/2020 and 2021

1.1.5 Transactions without Supporting Documentation
Criteria

1.1.5.1 Regulation P.9 (2) of the Amended and Restated Public Financial Management Act of
2019 states that “Payments except for statutory transfers and debt service shall be
supported by invoices, bills and other documents in addition to the payment vouchers”.
Observation

1.1.5.2 During the audit, we observed that Management made payments without evidence of
supporting documents such as payment vouchers, invoices/receipts, delivery notes,
contracts, etc. to validate the authenticity of the transactions. See Annexure 1A -1D
for details.

Table 3A: Transactions without supporting documentation

Year Amount US$ Amount L$

2017/2018 99,326 1,820,845

2018/2019 105,988.92 569,239.95

2019/2020 63,458.15 554,223.82

2020/2021 - i 34,919.14 409,588.77
Risk

1.1.5.3 Payments may be made for goods not delivered or services not performed. Goods
delivered or services performed may not meet the approved specifications.

1.1.5.4 In the absence of adequate supporting documents, the validity, occurrence, and accuracy
of payments may not be assured. This may lead to misappropriation of the entity’s funds.

1.1.5.5 The absence of adequate supporting documentation for transactions may also lead to
fraudulent financial management practices, through the processing and disbursement of
illegitimate transactions.

1.1.5.6 Management may override the procurement processes by completing disbursement
without utilizing the required procurement methods.
Recommendation

1.1.5.7 Management should fully account for expenditure made without adequate supporting
documents.

1.1.5.8 Going forward, Management should ensure all transactions are supported by the requisite
supporting documents consistent with the financial management regulations.
Documentation such as contracts, invoices, goods received notes, job completion
certificates, purchase orders, payment vouchers etc. should be prepared and approved
for the procurement of goods and services where applicable. All relevant supporting
records should be adequately documented and filed to facilitate future review.
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Management Letler on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.1.5.9 Management should also facilitate the operationalization of the electronic document
management system by ensuring ail relevant source and supporting documents are
scanned, attached to the transactions (in the accounting software for financial
transactions), archived and maintained to facilitate future review.

Management’s Response

1.1.5.10 Management disagrees with the audit findings and states that all documents were
submitted for audit review and some of which have not been brought back to the office.
All payments made during the fiscal years under audit were accompanied by all
supporting documents including Internal Audit Agency (TAA) Clearances.

Auditor General's Position

1.1,5.11 Management’s assertion is not backed by documentary evidence. Management did not
subsequently provide documentary evidence to substantiate transactions catalogued in
table 3A above. Therefore, we maintain our findings and recommendations. We will
follow up on the implementation of our recommendations during subsequent audit.

1.1.6 Non- Explanation of Material Variances

Criteria

1.1.6.1 Part 1.7.8 of the Revised Cash Basis IPSAS (November 2017) provides that an entity that
makes publicly available its approved budget(s) shall present a comparison of the budget
amount for which it is held publicly accountable and actual amounts either as a separate
additional financial statement of an additional budget columns in the statement of cash
receipts and payments. The comparison of budget and actual amount shall present
separately for each level of legislative oversight:

e By way of note disclosure, an expfanation of material differences between the
budget for which the entity is held publicly accountable and actual amounts,
unless such explanation is included in other public documents issued in
conjunction with the financial statements, and cross reference to those documents
is made in the notes.

1.1.6.2 The Entity Financial Statements include a Statement of Comparison of Budget and Actual
amount which shows material variances, However, the statement did not include notes
for the explanation of the material variances.

1.1.6.3 Additionally, paragraph 1.7.12 of the Revised Cash Basis IPSAS (2017) provides that an
explanation of the material differences between actual amounts and the budget amounts
will assist users in understanding the reasons for material departure from the approved
budget for which the entity is held accountable.

Observation

1.1.6.4 During the audit, we observed that Management did not include explanatory notes for
material variances in the Statement of Comparison of Budget versus Actual Amounts of
the financial statements. See Table 4 below for details.
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Financial Statements Audit of the Forestry Development Authority (FDA)

For the periods ended June 30, 2018/2019/2020 and 2021

Table 4: Non- Explanation of Material Variances

1.1.6.6

1.1.6.7

1.1.6.8

1.1.6.9

1.1.6.10

1.1.6.11

1.1.6.12

14 il Promoting Accountability of Public Resaurces
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Fiscal Year Budgeted Actual J
Sl Variance
Description Amount Amount (US$)
(Uss) (Uss)
2017/2018 Total Cash Receipts 4,167,692.27 4,007,692.27 160,000
2017/2018 Total Cash Payments 4,167,692.27 | 4,243,414.47 (75,722.20)
2018/2019 Total Cash Payments 4,617,515.79 4,789,660.24 (172,144.44)
2019/2020 Total Cash Payments 3,410,979.93 3,542,215.30 (131,235.37)
2020/2021 Total Cash Payments 3,864,112.67 | 3,564,136.43 299,976.24
Risk
1.1.6.5 Failure to include notes or explanations for material differences between budgetary

amounts and actual amounts in the financial statements may deny users of the financial
statements the information needed to make informed decision.

Fair presentation and full disclosure may be impaired.

Recommendation

Management should adjust the notes to the financial statements and 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
Management acknowledges your audit findings. For the positive variance of USD 160,000
in the fiscal year 2017/2018 report, it constitutes balance in appropriation.

For the negative variance of (USD75722.20) in the fiscal year 2017/2018 report
represents payments in excess of what was received and also there was positive cash
balance of USD 690,021.00 at the beginning of the financial year which might have offset
the negative variance.

For the negative variance of (USD172,144.44) in the fiscal year 2018/2019 report
represents payment in excess of what was received and also there was positive cash
balance of USD 454,298.80 at the beginning of the financial year which might have offset
the negative variance.

For the negative variance of (USD131,235.37) in the fiscal year 2019/2020 report
represents payment in excess of what was received and also there was positive cash
balance of USD 282,154.35 at the beginning of the financial year which might have offset
the negative variance.

For the positive variance of (USD299,976.24) in the fiscal year 2020/2021 report
represents payments less then what was received.
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Auditor General’s Position

1.1.6.13 Management’s assertion is not backed by documentary evidence. Further, Management
did not subsequently adjust the financial statements to provide explanation for material
variances in the notes to the financial statements. Therefore, we maintain our finding and
recommendations. We will follow up on the implementation of our recommendations
during subsequent audit.

1.1.7 Internally Generated Revenue not Deposited in Designated Account

Criteria

1.1.7.1 Regulation B.8 of the PFM Act of 2009 as amended and restated 2019” All public moneys
collected and retained by a government agency, shall be paid in gross into the designated
bank accounts and no use shall be made by any public officer of monies collected in any
manner between the time of its receipts and payment into the bank except as provided
by an enactment.

Observation

1.1.7.2  During the audit, we observed that internally generated revenues from way bills issued to
customers for the movement of timber products were deposited into the entity’s
operational account instead of a GoL general revenue account. Also, these revenues
collected from way bills issued to customers by Management were subsequently used to
facilitate the operations of the entity. See table 4A below.

Table 4A: Internally Generated Revenue not deposited in designated account

Year Amount US$

2017/2018 655,195.16

2018/2019 o I - 1,131,736.84

2019/2020 - - ~ 628,309.86

2020/2021 S 315,404.62
Risk

1.1.7.3  Failure to deposit internally generated revenue in the general revenue account may deny
government of much needed revenue.

1.1.7.4 Internally generated revenue expended on internal operations may facilitate
misappropriation of public funds.

Recommendation
1.1.7.5 Management should account for the revenue generated from way bills issued to
customers which were not subsequently deposited in the general revenue account.

1.1.7.6  Management should ensure that all internally generated revenue is deposited in the
Designated Revenue Account. Evidence of collection and subsequent deposits should be
adequately documented and filed to facilitate future review.
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For the periods ended June 30, 2018/2019/2020 and 2021

1.1.7.7

1.1.7.8

1.1.8

1.1.8.1

1.1.8.2

16

Management's Response
By the act that created the Forestry Development Authority, the FDA is an Autonomous
Agency that collects and deposits monies into fts accounts.

Auditor General’s Position

Management's assertion is not backed by documentary evidence and noncompliant with
Regulation B.8 of the PFM Act of 2009 as amended and restated 2019. Therefore, we
maintain our finding and recommendations. We will follow up on the implementation of
our recommendations during subsequent audit.

Internally Generated Revenue collected without Supporting Documentation

Criteria

Regulations A.3 (1) of the PFM Act of 2009 states that “Any public officer concerned with
the conduct of financial matters of the Government of Liberia, or the receipt, custody and
disbursement of public and trust moneys, or for the custody, care and use of government
stores and inventories shall keep books of accounts and proper records of all transactions
and shall produce the books of accounts and records of the transactions for inspection
when called upon to do so by the Auditor-General, the Comptroller General, the relevant
internal auditor or any officers authorized by them, by the Minister.”

Observation
During the audit, we observed that Management through its marketing office collected
revenue from various customers transporting logs, sticks, planks, charccal and other
forestry items to Monrovia for in-country sale or exports. However, we were unable to
determine whether all revenue collected were reported to confirm the completeness and
accuracy of the amount reported in the financial statements due to non-receipt of the
below listed documents:
. Policy for the computation and collection of internally generated revenue
. Waybills (used as receipts) for fiscal years 2017/2018, 2018/2019, 2019/2020,
2020/2021
. Revenue Ledgers and Bank Statements for each ledger
. Purchase documents as evidence of the delivery of all Pre-printed waybills used
as receipts.
. logbook for the issuance of waybills to check points as well as the receipt of
carbon copies of waybills after collection of revenue
. Reports on waybills collected from checkpoints per region and per period
. Report on revenue generated from checkpoints per region and per period
. List of all registered authorized company/ or individual with permits to
transport Sticks, Planks, charcoal etc for which waybills/receiptfinvoice were
issued for payments received along with their contacts.
. List of all FDA Check points and their contacts
» Bank statements for accounts for which amounts were transfer to, from the
231888207721 — FDA Central Office Mobile Money (MM) account (Revenue
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Finaricial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2018/2020 and 2021

Collection).
. Authorized transfer instructions along with supporting documentation for the
transfer of funds from, both the USD and LRD, 231888207721 — FDA

Central

Office MM

account (Revenue Collection)

and the

231881157145 — FDA Payment MM Account (Payment) to individuals
and bank accounts.

1.1.8.3 Therefore, the below making the total amounts unaccounted for. See table 4B below.

Table 4B: Internally Generated Revenue without supporting documentation

Year Amount US$

2017/2018 655,195.16
| 2018/2019 - B S ~ 1,131,736.84
2019/2020 o R ’ - ~ 628,309.86 |
2020/2021 o - 315,404.62 |
1.1.8.4 Furthermore, total revenue reported in the financial statements does not match the total

amount collected via the mobile money platform which was the only form of deposit of
revenue for the year under audit as no revenue ledgers were made available. See tables

4 C-E below.

Table 4C: Revenue generated not matching amount reported in the financial statements

. . Amount Reported per i
Mobile Money {MM) fitalGollsehionsiin Financial Statements Varighice
Number MM Account US$ US$ uss
A B C=A-B
Aug 2018 to Jun 2019 . )
| 231881157145 120,559 1,131,736.84 1,011,177.84

Table 4D: Revenue generated not matching amount reported in the financial statements

Amount
MM Converted Total Reported
Mobile Money Amount MM Amount MM LRD Collections in : per. Variance
(MM) Number uss LR$ Amount US$ | MM Account Financial Uss
A B C=B/US$ us$ Statements F=D-E
rate D=A+C uUss
E
July 2019 to
Jun 2020
231881157145 106,096 | o 106,096 ]
231881157145 o 0.00 — )
Nov 2019 to B ) B
June 2020
231888207721 2,013 2,013
231888207721 75,625,967 | 380,948.86 | 380,948.86
Total } 489,057.86 | 315,404.62 | -173,653.24
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Table 4E: Revenue generated not matching amount reported in the financial statements

Mobile Money MM MM Converted Total Amount Variance
(MM) Number | Amount Amount MM LRD Collections Reported uss$
uUss$ LR$ Amount in MM per Financial | E=D-C
A US$ Account US$ | Statements
B C=A+B uss
D

July 2020 to

June 2021

231888207721 | 251,864.00 0.00 | 251,864.00

231888207721 | 0.00| 41595008 | 243,687.96 | 24368796 | |

Total | | 495,551.96 | 628,309.96 | 132,758
Risk

1.1.8.5 In the absence of adequate supporting documents, the validity, occurrence and accuracy
of payments may not be assured. This may lead to misappropriation of the entity’s funds.

1.1.8.6 The absence of adequate supporting documentation for transactions may also lead to
fraudulent financial management practices, through the processing and disbursement of
illegitimate transactions.

1.1.8.7 Failure to accurately account for funds generated and reported in the financial statements
may lead to fraudulent financial reporting and misappropriation of funds.

1.1.8.8 In the absence of an approved policy for internally generated revenue, Management may
compute and collect revenue on a discretionary basis.
Recommendation

1.1.8.9 Management should provide the above requested supporting documents as part of
Management response to this Management Letter.

1.1.8.10 Management should develop, approve and operationalize a policy for internally generated
revenue. The policy should comprehensively catalogue the various sources of internally
generated revenue, the basis for computation, mode of collection, usage of funds and the
reporting requirements for each source of the internally generated revenue. Evidence of
approved policy should be adequately documented and filed to facilitate future review.

1.1.8.11 Going forward, Management should ensure all transactions are supported by the requisite
supporting documents consistent with the financial management regulations.
Documentation such as waybills/receipts, mobile money statements, operational account
bank statements etc. should be adequately documented and filed to facilitate future
review,
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1.1.8.12

1.1.8.13

1.1.8.14

1.1.9

1,1.9.1

1.1.9.2

Table 4F:

Management should also facilitate the operationalization of the electronic document
management system by ensuring all relevant source and supporting documents are
scanned, attached to the transactions (in the accounting software for financial
transactions), archived and maintained to facilitate future review.

Management’s Response

Management disagrees with the audit findings and states that all Intemally Generated
Revenue colfected during the periods under audit have Supporting Documentations
consistent with the mode of collections. The documentations for the Internally Generated
Revenue are avaflable for review and were in fact made available for auditors’ review.

Auditor General’s Position

Management did not adequately address the issues raised. Management's assertions
were not backed by documentary evidence. Management should account for the
variances observed. Therefore, we maintain our findings and recommendations. We look
forward to the implementation of our recommendations during subsequent audit.

Additional Payroll Expenditures not Approved and Disbursed by MFDP

Criteria

Section A.15. of the Public Financial Management Regulations of 2009 states
“Unauthorized, Irregular, Fruitless and Wasteful Expenditure (1) The head of government
agency must exercise all reasonable care to prevent and detect unauthorized, irregular,
fruitless and wasteful expenditure, and must for this 16 purpose implement clearly
defined business processes, identify risk associated with these processes and institute
effective internal control to mitigate these risks”.

Observation

During the audit, we observed that Management made several payments of salaries to
individuals without authorization from the Ministry of Finance. Confirmation received from
the MFDP indicates that the FDA payroll was been officially paid centrally by the MFDP
from October 2019. However, Management in addition to salaries been paid by MFDP for
all staff of the FDA, proceeded to pay individuals on a monthly basis since the October
2019 deadline from its operational account. Sampled of payments instructions obtain
during our payroll and personnel review shows salaries were made to staff during the
period under audit through various banks. See table 4F below and Annexure 2 for
details.

Additional Payroll Expenditures not Approved and Disbursed by MFDP

Fiscal Year AMOUNT US$ AMOUNT LR$

2017/2018

655,237.93 177,519,771.53

2018/2019

2,359,263.91 53,921,068.11

2019/2020

1,410,772.44 77,302,128.13
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Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Fiscal Year AMOUNT US$ AMOUNT LR$

2020/2021

176,913.65 8,310,592.40

Total

4,602,187.93 317,053,560.17

1.1.9.3

1.1.9.4

1.1.9.5

1.1.9.6

1.1.9.7

1.1.9.8

1.1.9.9

1.1.9.10

1.1.9.11

1.1.9.12

1.1.9.13
o 726 - ‘f bemoting Ac.countabi'!ity of Public Resources f "w\
F

Also, we observed that several salaries were seen paid by FDA through the Afriland Bank
accounts (USD & LR$) statements for the period under audit but their bank instructions
were not made available.

Furthermore, we couldnt determine whether those on the payroll instructions to the
banks were also paid through the Ministry of Finance direct deposits salary payments for
the FDA due to the non-submission of the MFDP payroll for the year under audit.

Risk
Failure to adhere to national directives that regulates expending public funds may lead to
misapplication and misappropriations.

The absence of adequate supporting documentation for transactions may also lead to
fraudulent financial management practices, through the processing and disbursement of
illegitimate transactions.

Recommendation

Management should provide substantive justification for disbursement of additional
salaries from internally generated funds without evidence of authorization from the Board
and the Ministry of Finance Development Planning.

Management should provide the MFDP direct deposit payrolls for the years under audit by
instructing the Ministry of Finance to communicate soft copy’s to the Office of the Auditor
General as confirmation

Going forward, Management should ensure that all additional payments of salaries are
approved by the Board and process exclusively through the Ministry of Finance and
Development Planning.

Management’s Response

Management disagrees with the Auditor General’s assertion that Management made
several payments of salaries to individuals without authonization from the Ministry of
Finance.

Management wishes to state that FDA being an autonomous agency received bulk checks
from MFDP as salary payments for its employees and subseguentily paid them through
their bank’s accounts.

Al supporting documents to authenticate the action were presented to the auditors.

Auditor General’s Position
Mana_l_ge_ment _assertions did not adequately address the issues raised. Per_sonnel
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1.1.10

1.1.10.1

1.1.10.2

expenditures catalogued in our audit findings is reference to payments of additional
salaries/compensations to some employees from the operational expenses of the entity,
thus amounting to double emoluments. Therefore, we maintain our findings and
recommendations. We will follow up on the implementation of our recommendations
during subsequent audit.

Un-Supported Transfers from Mobile Money Accounts

Criteria

Section A.15. of the Public Financial Management Regulations of 2009 states
“Unauthorised, Irregular, Fruitless and Wasteful Expenditure (1) The head of government
agency must exercise all reasonable care to prevent and detect unauthorised, irregular,
fruitless and wasteful expenditure, and must for this purpose implement clearly defined
business processes, identify risk associated with these processes and institute effective
internal control to mitigate these risks”.

Observation

During the audit, we observed several transfers were made from the FDA Mobile Money
Account Numbers 2318881157145 and 231888207721 to individuals and bank accounts
without evidence of authorization and the relevant supporting documents. See
annexure 3 A-C for details. See table 5 A to C below.

Table 5A: 2018/2019 Transfers made to Individuals without evidence of authorization and other
supporting documentation

Mobile Money Transfer 2

Account Number Destination acod htaolnt US$ Amouns B2
231881157145 Individuals July 2018 to June 2019 1109,884.50
Table 5B: 2019/2020 Un-Supported Transfers

Mobile Money Transfer "

Account Number Destination Period Amount US$ Amount LR$
231881157145 | Individuals July 2019 to June 2020 106,106 ]
231888207721 Unknown Banks | Nov 2019 to June 2020 500 57,207,325
231888207721 | Individuals Nov 2019 to June 2020 o 77,000
Total - - o 107,106 | 57,284,325

Table 5C: 2020/2021 Transfers made to Individuals and Banks without evidence of
authorization and other supporting documentation

Aro‘:;':: :::;‘Lr D:;;::’::ﬂ Period AmountUS$ | Amount LR$

231881157145 Individual July 2020 to Dec 2020 35,501

231888207721 Unknown Banks | July 2020 to Dec 2020 1,880 49,416,131
231888207721 Unknown Banks | Jan 2021 to June 2021 117,000 5,000,000
231888207721 Individuals Jan 2021 to June 2021 1,600 120,000
Total - 155,981 54,536,13
B "2'1'""'Tﬁ?m;;at'mgA'ceéu}af;fmﬁﬁ);ﬁé Resources " ""?;\f“ -
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1.1.10.3

1.1.10.4

1.1.10.5

1.1.10.6

1.1.10.7

1.1.10.8

1.1.10.9

1.1.10.10

1.1.10.11

1.1.10.12

!
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Risk

Payment may be made for goods not received or services not performed. Payments may
be made to illegitimate persons. These practices may facilitate misappropriations of public
funds.

In the absence of adequate supporting documents, the validity, occurrence and accuracy
of payments may not be assured. This may lead to misappropriation of the entity’s funds.

The absence of adequate supporting documentation for transactions may also lead to
fraudulent financial management practices, through the processing and disbursement of
illegitimate transactions.

Recommendation
Management should fully account for expenditure made from the mobile money accounts
without adequate supporting documents.

Management should develop, approve and operationalize a policy for internally generated
revenue. The policy should comprehensively catalogue the various sources of internally
generated revenue, the basis for computation, mode of collection, usage of funds and the
reporting requirements for each source of the internally generated revenue. Evidence of
approved policy should be adequately documented and filed to facilitate future review.

Going forward, Management shouid ensure all transactions are supported by the requisite
supporting documents consistent with the financial management regulations.

Documentation such as waybilis/receipts, mobile money statements, operational account
bank statements etc. should be adequately documented and filed to facilitate future
review.

Management should also facilitate the operationalization of the electronic document
management system by ensuring all relevant source and supporting documents are
scanned, attached to the transactions (in the accounting software for financial
transactions), archived and maintained to facilitate future review

Management’s Response

Management disagrees with the Auditor Generals assertion that several transfers were
made from the FDA Mobile Money Account Numbers 2318881157145 and 231888207721
to individuals and bank accounts without evidence of authorization and the refevant
supporting documents.

Management wishes to state here that all transfers made from the Mobile Money Account
Number 2318881157145 to individuals were done by PFMU at the MFDP. Those
individuals were employed by the Liberian Forest Sector Project and were paid through
this means by Public Financial Management Unit at the MFDP.

_ﬂ(\:_“ —=
i

g Accaniad 1y of Prsc Resaroe



Management Lefter on the
Finandcial Statemernts Audit of the Forestry Development Authorily (FDA)
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1.1.10.13 Also, transfer made from this Mobife Money Account number 231888207721 to bank

accounts were accompanied by signed letters of authorization and were submitted to the
auditors doing the audit.

Auditor General's Position

1.1.10.14 Management’s assertions are not backed by documentary evidence. The relevant

1.1.11

1.1.11.1

supporting documents including debit instructions, payments vouchers and periodic
expenditures reports were not made available for audit purposes as asserted by
Management. Therefore, we maintain our findings and recommendations. We will foliow
up on the implementation of our recommendations during subsequent audit,

Documents not Submitted for Audit Purposes

Criteria
Regulation A.3 of the PFM Act of 2009 as amended and restated 2019:

(1) Any public officer concerned with the conduct of financial matters of the
Government of Liberia, or the receipt, custody and disbursement of public and
trust moneys, or for the custody, care and use of government stores and
inventories shall keep books of accounts and proper records of all transactions
and shail produce the books of accounts and records of the transactions for
inspection when called upon to do so by the Auditor General, the Comptroller
General , the relevant internal auditor or any officers authorized by them, by the
Minister.

(2) A public officer who fails to keep or produce any records under this regulation is in
a breach of financial discipline as defined in Regulation A.20.

(3) An officer responsible for keeping financial and accounting records in accordance
with this regulation shall ensure that the necessary books and forms for the
purpose, are provided and the non-availability of the books, and forms shall not
relieve the officer from responsibility”.

1.1.11.2 Section 5.2 {a) of the General Auditing Commission of 2014 states, “The Auditor General,

1.1.11.3

. Y
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and the staff of the General Auditing Commission, shall have the right to full and
unrestricted access to information of entities being audited within a reasonable period of
time that is required to fulfil the responsibility of this Act. Staff of the audited entity shall
provide the required information and explanations to the staff of the General Auditing
Commission”.

Observation

During the audit, several documents continuously requested were not made available for
audit purposes. As a result of non-receipt of this information, we were unable to evaluate
the significant and administrative information thereby impairing our audit conclusion. See
table 5E below

T — —— =

=

Encming fsssoiubilly of Fubls Arecusnos



Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
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Table 5E: Document/information requested and not submitted for audit purposes for the period
under audit

List of Documents

+ Voluntary Partnership Agreement (EU and GoL)

¢ Forest Management contracts for the period

» Timber sale contracts

s 2006 National Forestry Reformed Law

e Community Rights Law

e Ten Core regulation

e Guidelines for Forest Management and Planning

e  Guidelines for Forest Management Planning

o Code of Forest Harvesfiﬁg Practices

e Forest Management Plan )
¢ Community Forest Management Agreements

e Revenue forecast

» Forest Managemerﬁ Contracts

s Quarterly Ranger Réﬁorts

» Monitoring and Evaluation Reports

e List of Partners supporting Conservation

¢ Plantation contracts

» Community contracts (commercial and conservation)

e Annual Reports (2017/2().1_%.2020/392,1,)‘#

Risk

1.1.11.4 Management may be non-compliant with Regulation A.3 of the PFM Act of 2009 as
amended and restated in 2019 and Section 5.2 (a) of the General Auditing Commission
Act of 2014.

1.1.11.5 Non-receipt of audit information may impair the comprehensive conduct of an audit
thereby impairing the evaluation of stewardship over the use of public resources,
transparency and accountability.

Recommendation
1.1.11.6 Management should provide substantive justification for not providing information
requested for audit purposes, catalogued in table 5E above.

1.1.11.7 Going forward, Management should ensure that documents and information requested
for audit purposes are provided in a timely manner.

1.1.11.8 Management should also facilitate the operationalization of the electronic document
management system by ensuring all relevant source and supporting documents are
scanned, attached to the transactions (in the accounting software for financial
transactions), archived and maintained to facilitate future review.
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For the perlods ended June 30, 2018/2019/2020 and 2021

1.1.11.9

Management’s Response

Management disagrees with the Auditor General’s assertion on documents not submitted
for Audit Purposes. Management wish to state that alf of those documents mentioned in
the audit findings were presented to the audit team for the purpose of the audit.
However, Management will resubmit those documents for the audit team perusal.

Auditor General’s Position

1.1.11.10 Management did not subsequently provide the requested documents as asserted in

1.2

1.2.1

1.2.1.1

1.2.1.2

1.2.1.3

1.2.1.4

1.2.1.5

1.2.1.6

25
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Management’s response. Therefore, we maintain our findings and recommendations. We
will follow-up on the implementation of our recommendations during subsequent audit.

Other Financial Issues
Inappropriate Financial Reporting Framework

Criteria

Section 59 4 A of the amended and restated PFM Act of 2019 for State Owned
Enterprises states “Accounts submitted under this section shall be prepared in accordance
with International Financial Reporting Standards and in accordance with any instructions
issued by the minister”.

4 B states “the basis of accounting used in preparation and identified significant
departures from the principle and the reason for the departure”.

On July 1, 2013, the Government of Liberia mandated all Government Business
Enterprises or State-Owned Enterprises (SOEs) to adopt International Financial Reporting
Standards (IFRS) in the preparation and presentation of their financial statements.

The objective of International Financial Reporting Standards 1 (IFRS 1) — First-time
Adoption of International Financial Reporting Standards is to ensure that an entity’s first
IFRS financial statements, and its interim financial reports for part of the period covered
by those financial statements, contain high quality information that:
a) s transparent for users and comparable over all periods presented;
b) provides a suitable starting point for accounting in accordance with International
Financial Reporting Standards (IFRSs); and can be generated at a cost that does
not exceed the benefits.

Observation

During the audit, we observed that the financial statements prepared by Management did
not comply with the International Financial Reporting Standards (IFRSs) as required for
State Owned Enterprises (SOEs).

Risk
Management may be non-compliant with GoL financial reporting framework for State-
Owned Enterprises (SOEs).
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.1.7

1.2.1.8

1.2.1.9

1.2.1.10

1.2.1.11

1.2'2

1.2.2.1

1.2.2.2

1.2.2.3
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Fair presentation, full disclosure, understandability, comparability and reconciliation of the
financial statements may be impaired.

Recommendation

Management should develop, approve and operationalize a plan to fully transition to IFRS
as its financial reporting framework as mandated by the GolL and in accordance with the
requirement of IFRS.

The approved transition should be fully operationalized within six (6) months after the
issuance of the Auditor General's report.

Management'’s Response

The FDA Management acknowledged your audit findings and wish to state that the FDA
reports in accordance with the IPSAS’ financial reporting framework as adopted by the
Government of Liberia.

Auditor General’s Position

Management assertions did not adequately address the issue raised. FDA as an SOE is
mandated to prepare financial statements in accordance with IFRSs consistent with
Section 59 4 A & B of the amended and restated PFM Act of 2019. Therefore, we
maintain our finding and recommendations. We will follow up on the implementation of
our recommendations during subsequent audit.

No Supporting Detailed General Ledgers

Criteria

Regulations A.3 (1) of the PFM Act of 2009 states that “Any public officer concerned with
the conduct of financial matters of the Government of Liberia, or the receipt, custody and
disbursement of public and trust moneys, or for the custody, care and use of government
stores and inventories shall keep books of accounts and proper records of all transactions
and shall produce the books of the transactions for inspection when called upon to do so
by the Auditor General, the Comptroller General, the relevant internal auditor or any
officers authorized by them”.

Observation

During the audit, we observed that Management did not operate a functional accounting
software in recording the transactions of the entity. Financial transactions were recorded
using Microsoft Excel.

We further observed that there were no general ledgers, subsidiary ledgers and trial
balance. Financial statements were prepared directly from expenditure schedule prepared
in Microsoft Excel spread sheets.
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.2.4

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!2.3

1.2.3.1

. .27

Risk
The completeness and accuracy of expenditure may not be assured; therefore, the
financial statements may be misstated.

Financial data may be subjected to unauthorized access, and the integrity and security of
financial data may be impaired.

Management may not fully account for activities of the entity.

Recommendation

Management should ensure that detailed general ledgers are prepared to support figures
mentioned in the expenditure report. Periodic reconciliation should be performed between
the general ledger and the financial statements. Differences identified should be
investigated and adjusted (where applicable) in a timely manner.

Management should procure and operationalize a functional accounting software to
record all financial transactions of the entity.

An automated control should be established such that transactions (along with supporting
documents) posted by a junior staff must be reviewed and approved by senior personnel
before the transactions appear in the general ledger. Going forward, an automated
linkage should be created between the general ledger, trial balance and the financial
statements to facilitate completeness and accuracy of the financial statements.

Management’s Response

The audit teamn was initially informed that the accounting software (Quick book) our
entity was using got damaged beyond repair and Management was finding it difficult to
retrieve financial data from the damaged software (Quick book). Therefore, after a review
of the Scope, Methodologies, and limitations, the Management would like to state that it
cannot fully agree with the audit findings.

Auditor General’s Position

Management did not adequately address the issue raised. Management did not make
available a comprehensive general ledger, trial balance for the period under audit.
Therefore, we maintain our finding and recommendations. We will follow up on the
implementation of our recommendations during subsequent audit.

Non-Withholding and Remittance of Goods and Services Tax (GST)

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
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For the periods ended June 30, 2018/2019/2020 and 2021

1.2.3.2

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

1.2.3.11

_.28.
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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 misdemeanour. 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 GST taxes (2%, 4%)
from vendors and contractors for the period under audit.

Risk
Failure to withhold and remit GST may deny GoL of the much-needed tax revenue.

Management may be noncompliant with Section (905) J. of the Revenue Code of Liberia
2000, which may result in to penalties for late payment and failure to pay. Please see
Section 52 of the Revenue Code of Liberia as referenced above.

Non-remittance of withholding taxes may lead to an overstatement of the cash book and
subsequently the financial statements.

Recommendation
Management should provide substantive justification for not withholding and remitting
GST.

Going forward, Management should withhold GST on all goods and services procured and
facilitate full remittance of GST 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 including original copies of flag receipts and other supporting
records should be adequately documented and filed to facilitate future review.

Management’s Response
Management acknowledges your audit findings. Management has begun withholding and
remitting all Goods and Services Tax (GST) from all vendors and contractors.

Auditor General’s Position
We acknowledge Management's acceptance of our finding and recommendations. We will
follow-up on the implementation of our recommendations during subsequent audit.
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Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.24

1.2.4.1

1.2.4.2

1.2.4.3

_:I'able 6: E

No Evidence of Business Registration & Tax Clearances

Criteria

Part U.9. (4) of the Public Financial Management (PFM) Regulation of 2010 states that “A
Government Agency shall procure government inventories from persons whose business
is registered by the Registrar General’s Office and any Government Agency that requires
an exemption for any specific case shall apply to the head of government agency with the
necessary justification.”

Part V Section 62 (2) of the Public Procurement and Concessions (PPC) Act of 2005
amended and restated in 2010 states that Bids which are not complete, not signed, not
accompanied by a bid security in the prescribed form, if one is required, or not
accompanied by essential supporting documents such as business registration certificates,
business licenses and tax receipts, or are substantially non-responsive to the technical
specifications or contract conditions or other critical requirements in the bidding
documents, shall be rejected and excluded from further evaluation and comparison.

Observation

During the audit, we observed that Management authorized several payments without a
valid business registration & tax clearance certificate. See Annexure 5 for details. See
table 6 below.

xpenditure without Evidence of Valid Business Registration & Tax Clearance

Year Amount US$ Amount L$

2017/2018

4,190,826.01

2018/2019

2019/2020
2020/2021

~ 5,894,571.50 |
5,360,791.90 |
3,327,936.00

1.2.4.4

1.2.4.5

1.24.6

1.2.4.7

i;

Risk
In the absence of valid business registration and tax clearance certificates, payments may
be made to illegitimate vendors leading to loss of much needed tax revenue.

Recommendation

Management should ensure that all payments relating to procurement of goods and
services (where applicable), are supported with valid business registration and tax
clearance certificate as required.

Evidence of valid business registration and tax clearance certificates should be adequately
documented and filed to facilitate future review,

Management’'s Response

Management disagrees with the Auditor General’s assertion. The listed entities in the
Auditor General’s assertion existed during the stipulated Fiscal Years, and have a valid
business registration certificates and tax clearances. It is one of the bases on which
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Management Letter on the
Financial Staternents Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Internal Audit Agency auditors assigned at the FDA deared or certified the payments
during the audit period.

Auditor General's Position

1.2.4.8 Management’s assertion is not backed by documentary evidence. Tax Clearance and
Business Registration Certificates for transactions catalogued in Table 6 above was not
subsequently provided for audit purposes. Therefore, we maintain our finding and
recommendations. We will folliow up on the implementation of our recommendations
during subsequent audit.

1.25 Payments Made to Third-Party

Criteria

1.2.5.1 Regulation B.28 of the PFM Act of 2009 as restated in 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.”

1.2.5.2 Paragraph 2.1.77 of IPSAS Cash Basis Accounting states “When during the reporting
period a reporting entity has been formally advised that payments have been made to
directly settle its obligation or purchase goods and services for its benefit by third parties,
or the entity has otherwise has verified that such payment has been made, the entity is
encouraged to disclose in notes to the financial statements:
a) Total payments made by such third parties; and
b) A sub-classification of the total amount of such payments using a classification
basis appropriate to the entity’s operation”.

1.2.5.3 Section 6.4.1 of the revise PFM Laws of 2020 states” All Payment vouchers and checks
shall be written in the name of beneficiary that appears on the supporting documents.

Observation

1.2.5.4 During the audit, we observed that Management made payments to third-parties rather
than the contractors, vendors, service-providers, direct beneficiaries or their legally
authorized representatives. See Annexure 6 for details. See tabie 7 below.

Table 7: Payments to Third Parties

Year Amount US$ Amount L$
2017/2018 - B _ ) B - _66_,79_6-
2018/2019 I . 1,902,762.50
2019/2g2p__ . | - 1,128,560
Risk

1.2.5.5 Paying cash to employee for subsequent disbursement to vendors may facilitate
misappropriation of funds.

1.2.5.6  This practice may also lead to Management override of the procurement processes by
completing disbursement without facilitating due procurement processes.
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1.2.5.7

1.2.5.8

1.2.5.9

1.2.5.10

1.2.5.11

1.2.6

1.2.6.1

1.2.6.2

1.2.6.3
1.2.6.4

1.2.6.5
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Recommendation
Management should initiate and complete all procurement processes as required by the
PPC and the PFM Acts.

All payments for goods and services procured by the entity should be made directly to the
vendor or its legally authorized representative.

Alternatively, Management should utilize the mobile money platform by transferring funds
directly to vendors while maintaining the relevant source and supporting documentations.

Management’s Response

Management acknowledges your observations on the Third-Party Payment made.
Accordingly, Management will ensure afl payments are made directly to contractors,
vendors, service-providers, to direct beneficiaries or their /legally authorized
representatives. Also, Management would like fo stress that some of the Third-Party
payments captured in the report were made to casual laborers, meeting attendants and
others in rural areas where there are no banking activities.

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

Discrepancy Associated with Personnel Verification

Criteria

Regulations T.3 of the PFM Act of 2009 states that (1)” The head of every Management
Unit shall keep records of all Personnel Emolument of staff employed in his management
unit, to ensure that: (a) payments are made as and when due; (b) overpayments are not
made; (c) all required deductions are made at the correct time; (d) authorized
establishments or manpower ceilings are not exceeded; (e) the amount of salary and
other allowances authorized for payment to each staff is not exceeded; and (f) payments
are not made on the payment voucher to staff who do not belong to the Agency or unit.

Observation

During the physical verification exercise of personnel, we observed that some employees
did not show up while others were without an approved identity card (ID) of the FDA.
See Annexure 7 for details.

Risk
Tllegitimate individuals or personnel may be paid for service not performed.

Payments may be made to ghost employees thereby leading to fraud, waste and
misappropriation.

Illegitimate excuses may be provided for individuals who may have abandoned their
official duties.
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1.2.6.6

1.2.6.7

1.2.6.8

1.2.6.9

1.2.6.10

1.2.6.11

1.2.6.12

1.2.6.13

1.2.6.14

1.2.6.15

1.2.6.16
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Employees may have exited the entity (due to resignation, dismissal and redundancy) but
their names are still maintained on the payroll.

Individuals may be employed at two or more GolL entities leading to
insufficient/unproductive service at one or more entities. These individuals may be non-
compliant with Section 9.10 of the Code of Conduct (double dipping).

Illegitimate individuals may have unrestricted access to FDA premises (in the absence of
ID cards).

Recommendation

Management should place a moratorium on the salaries of all employees not verified
during the physical verification exercise and for whom legitimate excuses were not
provided.

Individuals not verified during the head count exercise should avail themselves along with
all relevant employment documents to the Office of the Auditor General before the
issuance of the final report.

Individual who are not verified within 90 (ninety) days after the issuance of the Auditor
General Report should be removed permanently from the entity’s payroll.

Excuse of absence shouid be verified on a case-by-case basis. All individuals for whom
excuses were granted on the bases of sick leave, annual leave, maternal leave,
representation on official duty are required to avail themselves to the OAG for verification
within the 90 (ninety) days as recommended above.

Also, all individuals for whom excuses were granted for study leave, secondment, etc.,
should provide supporting documents such as admission letters, academic performance
reports, letters of invitation/assignment, contracts and other supporting documents to the
Office of the Auditor General before the issuance of the final report. A mechanism should
be instituted to ensure that these individuals return to their original duty posts upon
completion of their study leave/secondment, etc.

The human resource and internal audit functions should facilitate periodic review of
employment documentation, perform periodic head counts/physical verifications and
conduct periodic reconciliation of payrolls to detect and correct payroll processing errors
and/or fraud.

Going forward, Management should regularize the ID cards of all qualified employees to
reflect the current status including the ID number, position, department, date of
issuance, holder’s signature and authorized signature (s).

Management’s Response
We acknowledge your audit findings and wish to state, the timeframe given for personne/
verification was very short. FDA has regional offices in the counties and some employees
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1.2.6.17

1.2.7

1.2.7.1

1.2.7.2

1.2.7.3

1.2.7.4

1.2.7.5

1.2.7.6

1.2.7.7
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did not show up for the verification because they are assigned in hard-to-reach locations,
such as Sapo National Park, Grebo-Krahn National Park, Gola National Park etc...

Auditor General's Position

We acknowledge Management's assertion and reference our recommendations above for
full implementation withing the specified period. We will follow-up on the implementation
of our recommendations during subsequent audit.

No Evidence of Board Meeting Minutes and Bylaws

Criteria

Section M12 of the Public Financial Management Laws of Liberia states (1) The Board of
Directors of each enterprise governed by this Act shall ensure the efficient management
of the financial resources of the enterprise including the collection and receipt of moneys
due to that enterprise or institution.

The Organization for Economic Co-operation and Development (OECD) corporate
governance principles requires that a board is set up to ensure that companies are
effectively managed for the benefits of its shareholders. The OECD principles provide for
leadership, effectiveness, accountability, remuneration, and relationship with shareholders
as guidance for the operation of a board.

Observation

During the audit, we observed no evidence of Board of Director meeting minutes
documenting its oversight responsibilities over the Management of the entity. Also, we
observed no evidence of By-Laws to govern the Board functions.

Risk

Effective oversight monitoring and evaluation of the mandate and strategic objectives of
the entity may be impaired. This may impair the achievement of approved deliverables of
the entity.

Failure to develop, approve, and operationalize by-laws to guide the activities of the
Board may lead to arbitrary decision making which may be inconsistent with the Board of
Directors mandate.

Recommendation

Management should facilitate the conduct of periodic Board meetings. Board meeting
minutes should be prepared and subsequently documented and filed to facilitate future
review.

Management should liaise with the relevant authority of the Board to ensure that Board
meeting minutes are signed, adequately documented and filed to facilitate future review.
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Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.7.8 Board by-laws should be developed, approved and operationalized to facilitate effective
and efficient operation of the Board. Evidence of approved by-laws should be adequately
documented and filed to facilitate future review.

Management'’s Response

1.2.7.9  Management disagrees with the Auditor General’s assertion. Management provided the
audit team with board meeting minutes that showed evidence of board’s oversight for
strategic and operational decision making. Management will again make the board
meeting minutes available for the purpose of the audit, when requested.

Auditor General’s Position

1.2.7.10 Management did not subsequently provide documents as asserted in Management’s
response. Therefore, we maintain our findings and recommendations. We will follow-up
on the implementation of our recommendations during subsequent audit.

1.2.8 Irregularities Associated with Bank Reconciliations

Criteria

1.2.8.1 Regulation R.3(6) of the Amended and Restated PFM Act of 2019 states that “the balance
of every bank account as shown in a bank statement shall be reconciled with the
corresponding cashbook balance at least once every month; and the reconciliation
statement shall be filed or recorded in the cash book or the reference to the date and
number thereof.

Observation

1.2.8.2 During the audit, we observed that Management did not perform monthly bank
reconciliations for all 8 (Eight) bank accounts for the periods under audit. See table 8
below.

Table 8: Non-Performance of Bank Reconciliation

Bank Account # Description Name of Bank Currency
007UsD21515209908 Revenue Account LBDI - UsD
007LRD21515209907 Revenue Account B LBDI LRD
0201351802-01 - Operation Account Afriland usD

| 0101351802-50 | Operation Account | Afriland LRD |

020135180104 | Payroll Account Afriland - usD

0101351801-53 | Payroli Account | Afriland ~ RD

00111602508401 | Transco Project Account | GNBank | usp |

0011134701659110 | MRU Project Account Eco Bank usb
Risk

1.2.8.3 Failure to adequately prepare bank reconciliations may lead to untimely detection of
errors or omissions, and fraud. Management may not fully account for all its transactions.

)
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Management should ensure that monthly bank reconciliation on all of its 8 accounts are
prepared, reviewed and approved by senior leve! staff with the required qualification and

Evidence of monthly bank reconciliation statements should be adequately documented

Management disagrees with your audit findings. All bank reconciliation reports were
submitted to the auditors for review during the audit. However, copies of our reports are

Management did not subsequently provide documents to substantiate their assertion
response. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations

Recommendation
1.2.8.4
competence.
1.2.8.5
and filed to facilitate future review.
Management’s Response
1.2.8.6
still available for review,
Auditor General’s Position
1.2.8.7
stated in Management's
during subsequent audit.
1.2.8.8

Below are cash book balances in the financial statements for each bank account, for all

years, which could not be reconciled to their respective banks balances due to non-

preparation of bank reconciliations.

2017/2018 Fiscal Year

Bank Account # Currency Amount LR$ Amount US$
FDA Ops AC (Afriland Bank) usb 678.82
FDA Ops AC (Afriland Bank) - ] LRD 6,106,737.22 |

' FDA payroll AC (Afriland Bank) T ' 4,268.29
FDA payroll AC (Afriland Bank) LRD 418,504.32
LBDI USD 1,591.82
LBDI L.RD 2,012,454.46
Ecobank (MRU AC) usp 336,099.79
GN Bank (Transco) usp 51,914.13
Total B 8,537,696.00 |  394,552.85
2018/2019 Fiscal Year

Bank Account # Currency Amount LR$ Amount US$

FDA Ops AC (Afriland Bank) usD 7,212,51
FDA Ops AC (Afriland Bank) LRD 838,852.90 ]
FDA payroll AC (Afriland Bank) USD o ' 4,551.41
FDA payroll AC (Afriland Bank) LRD 742,771.36
LBDI usb 2,818.83
LBDI LRD 4,964.67

| Ecobank(MRU AC) ] usD 189,528.49
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Financial Statements Audft of the Forestry Development Authority (FDA)
For the periods endad Jurie 30, 2018/20159/2020 and 2021

- BankAccount # Currency Amount LR$ ~ Amount US$
GN Bank (Transco) usD 7,221.47
Ecobank(LVD AC) usb 62,628.57
Total 1,586,588.93 273,961.28
2019/2020 Fiscal Year

FDA Ops AC (Afriland Bank) usb 534.36

FDA Ops AC (Afriland Bank) LRD 46,158.84

FDA payroll AC (Afriland Bank) usD 7,953.55

FDA payroll AC (Afriland Bank) ltRD 929,673.26

LBDI usD 58,434.28

LBDI LRD 11,532,630.29

Ecobank(MRU AC) usb

GN Bank {Transco) usD 20,988,22

Ecobank(LVD AC) uUsb :
12,508,462.39 87,910.41

2020/2021 Fiscal Year

Bank Account # Currency Amount LR$ Amount US$

FDA Ops AC (Afriland Bank) usD -91.63

FDA Ops AC (Afriland Bank) LRD 33,467.17

FDA payroll AC (Afriland Bank) usD 4,297 .86

FDA payroll AC (Afriland Bank) LRD B 2,168,108.82

LBDI usb ) 125,292.79

LBDI LRD © 1,135,410.01

Ecobank(MRU AC) usD -

GN Bank (Transco) UsD 33,927.22

Ecobank(LVD AC) usD :

UBA Bank usbD 267,919.00

Total 3,336,986.00 431,345.24

1.2.9 Irregularities Associated with Fixed Assets Disposal

Criteria
1.2.9.1

1.2.9.2

Regulation V.1 (2a) of the PFM Act 2009 states: The Head of Government Agency must
take full responsibility of assets assigned to him by the General Services Agency and
ensure that proper control systems exist for assets and that: (a) preventive mechanisms
are in place to eliminate theft, losses, wastage and misuse;”

Regulations U.6 of the PFM Act of 2009 as amended and restated 2019, requires that
each Government Agency shall maintain adequate records of inventories assigned to it.
The General Services Agency and or the Public Procurement and Concession Commission
may give instructions governing the acquisition, receipt, custody, control, issue and
disposal of the inventories.
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1.2.9.3

1.2.9.4

1.2.9.5

1.2.9.6

1.2.9.7

1.29.8

1.2.9.9

1.2.9.10
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Observation
During the audit, we observed that Management made disposal of several assets without
evidence of due disposal process been carried out. Several documentations on the
disposal of these assets that were requested, but not provided include:
« Communication to GSA on disposal of assets
» Communication from FDA Management to all staff on disposal of assets
» Communication from FDA Management to individuals with first preference to
disposal of assets assigned
o Bids submitted for disposed assets and the bid evaluation reports and selected
bids
» List of bids evaluation members
» Evidence of payments made for assets disposed off
» Purchase documents for disposed assets
+ Confirmation from GSA on assets disposal
« Communication to GSA showing list of assets not disposed and sent to GSA (if

any).

Risk
Management may be non-compliant with Regulation V.1 (2a) of the PFM Act 2009 which
may lead to misappropriation of the entity’s assets.

In the absence of supporting documents, the validity, occurrence and accuracy of
disposal may not be assured. This may lead to misappropriation of the entity’s assets.

The absence of supporting documents for transactions may also lead to fraudulent
financial management practices, through the processing of illegitimate transactions.

Fair presentation and full disclosure may be impaired. Fixed assets disclosed in the
financial statements may be misstated.

Recommendation
Management should provide supporting documents requested above for disposal of all
fixed assets as part of Management’s response to this Management Letter.

Going forward, Management should faciiitate full compliance to Regulation U6 of the PFM
Act for all disposal of fixed assets. Management should also ensure that all disposals are
supported by the requisite supporting documents consistent with the financial
management regulations. Evidence of relevant supporting records for disposal of assets
should be adequately documented and filed to facilitate future review.

Management’s Response

Management disagrees with your audit findings, the necessary documents to the disposal
were submitted to the auditors. However, Management can make avaiable copies of said
documents for review.
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For the periods ended June 30, 2018/2019/2020 and 2021

1.2.9.11

1.2.10

1.2.10.1

1.2.10.2

1.2.10.3

1.2.10.4

1.2.10.5

1.2.10.6

1.2.10.7

Auditor General’s Position

Management did not subsequently provide documents to substantiate their assertion
stated in Management’s response. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations
during subsequent audit.

Lack of Approved Organogram

Criteria

The Commission on Sponsoring Organization (COSO) of the Treadway Commission
Framework requires board's oversight responsibilities including providing advice and
direction to management, constructively challenging management, approving policies and
transactions, and monitoring management’s activities. Consequently, the board of
directors is an important element of internal control. The board and senior management
establish the tone for the organization concerning the importance of internal control and
the expected standards of conduct across the entity.

Observation

During the audit, we observed that Management did not have an approved organizational
chart to depict approved hierarchical structure/chain of command of the entity and line of
reporting.

Risk
The concepts of segregation of duties and check and balance may not be achieved which
may impair effective coordination, reporting and the operations of the entity.

A cdearly defined reporting structure may not be established thereby impairing
segregation of duties and checks and balances.

Recommendation

Management should develop, approve and operationalize an organizational chart that
details established hierarchical structure, clearly defined reporting channels and
authorities and responsibilities within the entity.

Evidence of approved organizational chart should be adequately documented and filed to
facilitate future review.

Management’s Response

Management categorically disagrees with the Auditor General’s assertion. The Forestry
Development Authority (FDA) has an approved organizational chart which was presented
to the audlitors. However, Management will make the organizational chart available when
requested,
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Managermnent Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.10.8

1.2.11

1.2.11.1

1.2,11.2

1.2.11.3

1.2.11.4

1.2,11.5

1.2.11.6

1.2.11.7
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Auditor General’s Position

Management did not subsequently provide documents to substantiate their assertion
stated in Management’s response. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations
during subsequent audit.

No Risk Management Policy and Report

Criteria

Regulation A (1) 15 of the Public Finance Management (PFM) Act of 2009 required that
the management of all government agency must exercise all reasonable care to prevent
and detect unauthorized, irregular expenditure, and must for this purpose implement
clearly defined business processes, identify risk associated with these processes and
institute effective internal control to mitigate these risks”.

Paragraph 17 of the Internal Integrated Framework, published by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO) indicates that in most
cases, the board of head of public entity is ultimately responsible for determining whether
management has implemented effective internal control including monitoring. The
institution makes this assessment by (a) understanding the risks the organization faces
and (b) Gaining an understanding of how senior management imagines or mitigates
those risk that are meaningful to the organization objectives. Obtaining this
understanding includes determining how management supports its beliefs about the
effectiveness of the internal control system in those areas.

Observation

During the audit, we observed that Management provided no evidence of a risk
management policy. Also, we observed no evidence that Management performed risk
assessment to mitigate internal and external risks that may impair the achievement of the
institution’s objectives.

Risk

The absence of a risk management policy and periodic risk assessment may lead to
Management not being aware of potential risks that may impair the achievement of the
entity’s objectives.

Potential risk to the entity may not be identified, assessed, and mitigated/prevented in a
timely manner there by impairing the achievements of the entity’s objectives.

The implementation of the requisite systems and controls to mitigate risks to acceptable
levels may not be instituted.

Recommendation

Management should develop, approve and operationalize a risk management policy to
mitigate internal and external risks that may impair the achievement of the entity’s
objectives.

72
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.11.8 Subsequently, Management should facilitate the conduct of periodic risk assessment and
take corrective action for gaps identified. Management should also institute the requisite
systems and controls to mitigate risks to acceptable levels.

1.2.11.9 The approved risk management policy and periodic risk assessment report should be
adequately documented and filed to facilitate future review.

Management’s Response

1.2.11.10 Management acknowledges your audit findings. In addition, Management intends to
institute, as well as support appropriate mechanisms for the development and
subsequent implementation of an effective Risk Assessment Policy and report.

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

1.2.12 Lack of Approved Policies

Criteria

1.2.12.1 The Committee of Sponsoring Organizations of the Treadway Commission (COSO)
Internal control framework on control activities states that “Institutions deploy control
activities through policies that establish what is expected and procedures that put policies
into action”. Policies and procedures are established and implemented to help ensure that
risk responses are effectively carried out within an entity.

Observation

1.2.12.2 During the audit, we observed that some policy documents presented by Management for
audit purposes such as Human Resource Policy and Financial Procedures Manuals were
not approved as required.

Risk
1.2.12.3 Management may implement activities on a discretionary basis in the absence of
approved policies.

1.2.12.4 Unapproved policy may not be adequately communicated to stakeholders of the entity.
This may impair stakeholder's knowledge, awareness and implementation of provisions
within the policy.

1.2.12.5 In the absence of approved policy, enforcement of the provisions of the policy may be
impaired.

Recommendation
1.2.12.6 Management should ensure that al! policy documents are approved to facilitate full
compliance with the terms and provisions of the policy. Evidence of approved policy
manual should be adequately documented and filed to facilitate future review.
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Managernent Letter on the
Financial Statements Audit of the Forestry Development Authorily (FDA)
For the periods ended June 30, 2018/2018/2020 and 2021

1.2.12.7

1.2.12.8

1.2.13

1.2.13.1

1.2.13.2

1.2.13.3

1.2.13.4

1.2,13.5

a1 |
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Management’s Response

Management disagrees with the Auditor General’s assertion. Management wish to state
that FDAS Human Resource Policy and Financial Procedures Manuals are approved as
required. However, Management will resubmit the approved Human Resource Policy and
the approved Financial Procedures Manuals for the audit team perusal and for the
purpose of the audit.

Auditor General’s Position

Management did not subsequently provide documents such as Board Resolution(s)/Board
Meeting Minutes showcasing approval of the Human Resource Policy and Financial
Procedures Manuals to substantiate their assertion stated in Management’s response.
Therefore, we maintain our findings and recommendations. We will follow-up on the
implementation of our recommendations during subsequent audit.

Irregularities Associated with Assurance Management

Criteria

Regulation 1.3 (4b) of the PFM Act of 2009 states: “(4) Subject to the Public Finance
Management Act 2009 or any other enactment, an internal audit unit established under
sub regulation (1): shall carry out internal audit of its institution and shall submit reports
on the internal audit it carries out in accordance with section 38 (3) and (4) of the Public
Finance Management Act 2009; the Internal Audit Governance Board standards and
procedures; the Government Agency or Government Organization’s accounting and
auditing instructions; and International Public Sector Accounting Standards, International
Organization of Supreme Audit Institutions (INTOSAI) Standards, and Institute of Internal
Auditors Standards as adopted by the Government of Liberia;”

Observation

During the audit, we observed that the Internal Audit Unit controlled and operated by
Internal Audit Agency staff did not provide evidence of periodic internal audit work plan,
audit working papers nor periodic internal audit and risk assessment reports for the
periods under audit.

Risk
Potential risk to the entity may not be identified, assessed, and mitigated/prevented in a
timely manner there by impairing the achievements of the entity’s objectives.

The implementation of the requisite systems and controls to mitigate risks to acceptable
leveis may not be instituted.

Recommendation
Management should ensure that the Internal Audit Unit is made fully functional evidence
by the conduct of periodic risk assessments, internal audits and issuance of reports.
Periodic risk assessment and internal audit reports should be adequately documented and
filed to facilitate future review.
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Financial Statements Audit of the Forestry Development Authority (FDA)
For the perfods ended June 30, 2018/2018/2020 and 2021

1.2.13.6

1.2.13.7

1.2.14

1.2.14.1

1.2.14.2

1.2.14.3

1.2.14.4

1.2.14.5

1.2.14.6

a2

Management’s Response

Management categorically disagrees with the Auditor Generals assertion. FDA bas a well
functional Internal Audit Unit and a well-trained staff which is headed by an assigned
trained and qualified Internal Audit Agency (1AA) staft/internal Auditor as Director. The
audit team was informed that internal audit work plan, audit working papers, internal
audit reports and risk assessment reports were given to IAA%s Director for approval.

Auditor General’s Position

Management did not subsequently provide evidence of periodic risks assessment and
internal audit reports for audit purposes as requested. Therefore, we maintain our
findings and recommendations. We will follow-up on the implementation of our
recommendations during subsequent audit.

No Strategic and Operational Plan

Criteria

Regulation D.19 (1)(b) of the PFM Act of 2009 entitled ‘Expenditure Estimates’ states that
a head of a government entity shall “prepare a strategic plan which shall include a
definition of the Government agency’s mission, goals, objectives, outputs and activities;

Regulation D.22 entitled ‘Budget Hearing’ further states that: (1) “On receipt of estimates
from ministries and agencies, the Minister shall cause to be conducted budget hearings to
review strategic plans and estimates of the government agencies concerned in order to
ensure that these plans and estimates are in accordance with the Government's
macroeconomic policy and fiscal framework. (2) Where necessary, the Minister may
require a government ministry or agency to make adjustments to its strategic plans and
estimates in order to fulfil the requirements of the Government’s macro-economic policy
and fiscal framework.”

Observation
During the audit, we observed that Management operated the entity without an approved
strategic and operational plan for the period under audit.

Risk
Short, medium and long-term goals of the entity may not be identified, pursued and
implemented thereby impairing the achievement of the organization objectives.

Failure to develop policies and procedures to guide the activities of the entity may lead to
arbitrary decisions that may be non-compliant to applicable laws and regulations and may
impair the achievement of the entity’s objectives.

Recommendation
Management should develop, approve and operationalize a strategic plan (for at least five
years) cataloguing short, medium and long-term goals, resources and strategies needed
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Managernent Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the petiods ended June 30, 2018/2019/2020 and 2021

to achieve those goals and timelines for the implementation of goals catalogued therein.
Subsequently, Management should develop, approve and operationalize annual
operational plans to expedite the implementation of strategic goals on an annual basis.

1.2.14.7 The strategic and operational plans should be monitored and assessed on a periodic
basis. Adjustments should be implemented where applicable.

1.2.14.8 Evidence of approved strategic and operational plans should be adequately documented
and filed to facilitate future review.

Management’s Response

1.2.14.9 Management categorically disagrees with the Auditor Generals assertion, that
Management operated the entity without an approved strategic and operational plan for
the periods under audit. Management provided the approved strategic and operational
plan to the audit team for perusal for the periods under audit. However, Management will
resubmit the approved strategic and operational plan of FDA.

Auditor General’s Position

1.2.14.10 Management did not subsequently provide evidence of approved strategic and
operational plans for audit purposes as requested. Therefore, we maintain our findings
and recommendations. We will follow-up on the implementation of our recommendations
during subsequent audit.

1.2.15 Irregularities Associated with Fuel Management

Criteria

1.2.15.1 Regulations A.3 (1) of the PFM Act of 2009 states that “Any public officer concerned with
the conduct of financial matters of the Government of Liberia, or the receipt, custody and
disbursement of public and trust moneys, or for the custody, care and use of government
stores and inventories shall keep books of accounts and proper records of all transactions
and shall produce the books of accounts and records of the transactions for inspection
when called upon to do so by the Auditor-General, the Comptroller General, the relevant
internal auditor or any officers authorized by them, by the Minister.”

Observation

1.2.15.2 During the audit, we observed no evidence of generators and vehicles fuel consumption
logs presented for review. Also, the total amount of fuel actually procured was not
disclosed in the notes to the financial statements nor in a separate fuel and gas ledger.

Risk
1.2.15.3 Fuel procured may not be based on actual consumption.

1.2.15.4 Management may spend above budgeted allocation and fuel may be subjected to
misappropriation or theft,
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.15.5

1.2.15.6

1.2.15.7

1.2.15.8

1.2.15.9

Fuel may be distributed on a discretionary basis, in the absence of a policy.

Recommendation
Management should develop, approve and operationalize a policy on fuel procurement,
distribution, consumption, recording and ensure that proper records are maintained.

Management should maintain a fuel consumption and distribution log to aid the entity
manage cost and inform future purchase.

Evidence of approved fuel policy and all other fuel procurement, consumption and
distribution records should be adequately filed to facilitate future review.

Management’s Response
Management acknowledges the Auditor General’s assertion. However, some vehicles fuel

consumption logs were provided.

Auditor General's Position

1.2.15.10 Management did not subsequently provide evidence of some vehicles fuel consumption

1.2.16

1.2.16.1

1.2.16.2

1.2.16.3

1.2.16.4

44

logs as asserted in Management response. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations
during subsequent audit.

Employees Performance Appraisal

Criteria

Chapter 8, Section 1, reports 8.1.1 of the Civil Servants Standing Order of 2021 provides
that “all classified Civil Servants shall have their work performance appraised at the end
of the calendar year. Performance Appraisal Reports shall be completed by officers who
are the immediate supervisors of those being appraised. Reports shall be made on the
standard performance appraisal report form and a copy of which shall be forwarded to
the Direct General within 15 working of the end of the calendar year”.

Observation
During the audit, we observed no evidence that Management conducted performance
evaluation of its employees during the fiscal periods under audit as required.

Risk

The lack of periodic performance appraisal may lead to unnoticed and/or consistent poor
performance by employees of the entity, thereby impairing the achievement of the
entity’s objectives.

In the absence of a documented performance evaluation system, employees’
development plan may not be achieved thereby impairing the achievement of the entity’s
objectives,
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.16.5

1.2.16.6

1.2.16.7

1.2.16.8

1.2.16.9

1.2.16.10

1.2.16.11

1.2.17

1.2.17.1

1.2.17.2

Employees may be promoted or demoted on a discretionary basis.

Recommendation
Management should facilitate the conduct of periodic performance evaluations for all
staff. Performance goals should be clearly defined and documented for all positions.

Employees should be familiarized with performance goals and be given the opportunity to
periodically evaluate themselves against set goals. Subsequently, performance
managers/supervisors should evaluate the performance of assigned employees against
set goals and update the employees about the result of the evaluation including areas of
targeted development.

Management should solicit post feedback from employees about the fairness of the
performance evaluation system and make adjustments where applicable.

Documentation for performance evaluation should be adequately filed to facilitate future
review,

Management’s Response

Management acknowledges your audit findings and recommendations and which to
improve on this audit assertion. Hence, Management has proactively begun employee’s
performance appraisal.

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

No Evidence of Quarterly Budget Performance Reports

Criteria

Regulations A.1 of the PFM Act of 2009 states “the public shall be provided with full
access to all appropriate information concerning the financial affairs of the Government.
This will include, but not limited to, information about the development of annual and
supplementary budget estimates, the quarterly fiscal outturn reports issued by the
Ministry, the monthly revenue and quarterly budget performance reports of ministries and
agencies state owned enterprises their annual accounts and reports and the
Government'’s annual audited accounts”.

Observation
During the audit, we observed no evidence of periodic Budget Performance Reports as
required by the PFM Act of 2009 as amended and restated 2019. See table 9 below.

Table 9: Expenditure without Budget Performance Reports

Year Amount US$

2017/2018

~ 4,007,692.27
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Management [etter on the
Financial Statements Audit of the Forestry Development Authorfty (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Year ~ Amount US$

2018/2019

2019/2020
202072021

 4,617,515.80 |
S S
3,864,112.67

1.2.17.3

1.2.17.4

1.2.17.5

1.2.17.6

1.2.17.7

1.2.17.8

1.2.18

1.2.18.1

46

Risk
Failure to prepare and submit periodic Budget Performance Report to the National
Legislature may lead to non-compliance of the PFM Act of 2009 as amended and restated
2019.

In the absence of periodic Budget Performance Report, revenue and expenditure may not
be reliably measured, this may lead to under receipt of budgeted revenue or over
expenditure,

Recommendation

Management should facilitate the preparation, review and approval of quarterly and
annual Budget Performance Reports. Periodic Budget Performance Report should be
subsequently submitted to the National Legislature as required by the PFM Act of 2009 as
amended and restated 2019.

Periodic Budget Performance Reports should be reviewed for decision making purposes.
Under receipt of revenue and/or over disbursement of expenditures in a given quarter
should trigger improved collection of revenue and adjustment (reduction) of expenditures
in subsequent quarters. Evidence of periodic budget performance reports should be
adequately documented and filed to facilitate future review.

Management’'s Response

Management disagrees with the Auditor Generals assertion that Management didnt
submit approved quarterly and annual Budget Performance Reports for the periods under
audit as required by the PFM Act of 2009 as amended and restated 2019. The Budget
Performance Report is incorporated into the quarterly and annual financial reports, These
reports were submitted to the Audit Team during the audit.

Auditor General’s Position

Management’s assertions are not backed by documentary evidence. The periodic Budget
Performance Reports were not incorporated in the periodic financial statements as
asserted by Management. Therefore, we maintain our finding and recommendations. We
will follow up on the implementation of our recommendations during subsequent audit.

No Disaster Recovery Plan

Criteria

According to COSO Internal Control Framework on Control Environment, the Management
of an entity should develop a documented Disaster Recovery Plan to provide procedures
to be followed in the event of a disaster. The plan would mitigate the loss of transaction
data and information. The purpose of the plan is to minimize the effects of service
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.18.2

1.2.18.3

1.2.18.4

1,.2.18.5

1.2.18.6

1.2.18.7

1.2.19

1.2.19.1

47

interruption of the operations by:
* 5Specifying procedures to be followed in the event of a disaster or  specific
situation, especially measures to be put in place to minimize the effects of
disasters;

¢ Assigning responsibilities to various staff members involved in the implementation
of the plan;

* Specifying procedures for the restoration of normal service following a disaster.

Observation

During the audit, we observed that Management had no evidence of a disaster recovery
plan to help recover transaction data and information and to ensure business continuity in
the event of disaster.

Risk
The failure to establish a disaster recovery plan may result in the complete loss of
transaction data and information in the case where a negative event may occur.

Recommendation

Management should develop, approve and operationalize a disaster recovery plan to help
mitigate the risk of loss of transaction data and information in the event of a negative
occurrence.

Evidence of an approved disaster recovery plan should be adequately documented and
filed to facilitate future review.

Management’s Response

The Management takes note of the Auditor General’s observation on the absence of an IT
Business Continuily Plan/ Disaster Recovery Plan. Noting the importance of such plan, the
Management will move swiftly in formulating one and ensure its approval and subsequent
implementation.

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

Inadequate Records in Personnel Files

Criteria
Chapter 5.8 of the CSA Standing Order of 2012 states that “the below listed documents
make up the employee’s file and must remain in the file as part of the employee’s
records:

* Employment Letter

e Resume

+ Credentials

* Personal data
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2,19.2

1.2.19.3

1.2.194

1.2.19.5

1.2.19.6

1.2.19.7

1.2.19.8

1.2,19.9

48

e Job description
» All subseqguent warnings or commendation; and
» Annual appraisal forms and related evaluations forms

Observation
During the audit, we observed that Management did not maintain essential personnel
records such as letter of applications, employment letters, contracts, credentials, job
Description appointment, Personnel Action Notice (PAN) for:

e 157 existing staff on the payroll from a sample of 189 staff of the entity.

Furthermore, we observed that:

e 2017/2018 - 17 staff and 2018/2019 - 20 staff, were separated (retired, resigned,
dismissed, deceased) from the entity from a total of 112 separated staff files
reviewed did not also have the above required documentation (including removal
letters, death certificates) on their files.

e 76 Employees’ files were not made available by Management during the audit.
See Annexure 8 below for details.

Risk

Failure to maintain essential personnel records may lead to management inability to
manage or regulate the activities of its current personnel effectively and account for all
current and past personnel.

Management may recruit staffs that do not meet the required qualification and
experience to contribute to the overall objectives of the entity.

Recommendation
Management should provide justification for not maintaining the required documentation
in each current and former employee’s file.

Management should ensure that all employees’ files are updated to contain essential
documents such as letter of applications, letter of employment, contracts, credentials,
Personnel Action Notice (PAN), etc. to enabie Administration regulates the activities of its
personnel effectively.

Management should ensure that all employees’ files contain the relevant supporting
documents indicative of proper vetting (application letters, employment letters, police
clearances and medical certificates) in line with the employment policy of the CSA,

Management's Response

Management acknowledges the Auditor General’s assertion. Meanwhile, we can assure
you that all necessary essential measures would be put into place as recommended so as
having a better Institution that is in compliance with our laws.
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

Auditor General’s Position

1.2.19.10 We acknowledge Management's acceptance of our findings and recommendations. We

will follow-up on the implementation of our recommendations during subsequent audit.

1.2,20 Outstanding Payrolls

1.2.20.1

1.2.20.2

1.2.20.3

Criteria

Regulation A.3 (1) of the Public Finance Management (PFM) Act of 2009 states, “any
public officer concerned with the conduct of financial matters of the government of
Liberia, or the receipt, custody and disbursement of public and trust moneys, or for the
custody, care and use of government stores and inventories shall keep books of accounts
and proper records of all transactions and shall produce the books of accounts and
records of the transactions for inspection when called upon to do so by the Auditor-
General, the Comptroller General, the relevant internal auditor or any officers authorized
by the Minister.”

Regulation P.9 (2) of the Public Finance Management (PFM) Act of 2009 states,
“Payments except for statutory transfers and debt service shall be supported by invoices,
bills and other documents in addition to the payment vouchers.”

Observation
During the audit, we observed that Management did not provide for audit purposes
payrolls for fiscal years 2019/2020 and 2020/2021 See Table 10 below.

Table 10: Qutstanding Payrolls

Fiscal Year Description Location Months Outstanding

2019/2020 Forestry Development Authority | Wein Town, Montserrado County | July 2019 to June 2020

2020/2021 | Forestry Development Authority | Wein Town, Montserrado County | July 2020 to June 2021

1.2.20.4

1.2.20.5

1.2,20.6

1.2.20.7

1.2.20.8
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Risk

Illegitimate individuals or personnel may be paid for service not performed.
Payments may be made to ghost employees thereby leading to fraud, waste and
misappropriation.

Employees may have exited the entity (due to resignation, dismissal and redundancy) but
their names are still maintained on the payroll.

The completeness, occurrence and accuracy of personnel expenditure may not be
assured. Therefore, the financial statements may be misstated.

Expending public funds without evidence of the relevant supporting documents impairs
the legitimacy of the transactions.

Recommendation
Management should provide the payrolls for the months indicated above as part of
Management's response to this Management Letter,
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Management Lelter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.20.9 Going forward, Management should ensure that all salary disbursements are supported

by adequate documentation including payroll journals, personnel listing, employees’ files
etc. to justify the authenticity of the transactions. All relevant payroll records should be
adequately documented and filed to facilitate future review.

Management’s Response

1.2.20.10 Management disagrees with the Auditor Generals assertion, that Management didnt

submit All the payrofls for the perfods under audit. Management submitted all the payrolls
to the audit tearm some of which are still in the possession of the auditors.

Auditor General’s Position

1.2.20.11 Management’s assertion is not backed by documentary evidence. Management did not

1.2.21

1.2.21.1

1.2.21.2

1.2.21.3

1.2.21.4

1.2.21.5

50
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subsequently provide the payrolls journals for fiscal years 2019/2020 and 2020/2021 as
asserted in Management’s response. Therefore, we maintain our finding and
recommendations. We will follow up on the implementation of our recommendations
during subsequent audit.

Irregularities Associated with Fixed Assets Management

Criteria

Regulation V.1 (2) of the Amended and Restated Public Finance Management (PFM) Act
of 2019 states that “The Head of Government Agency must take full responsibility of
assets assigned to him by the General Services Agency and ensure that proper control
systems exist for assets and that:(a) preventive mechanisms are in place to eliminate
theft, losses, wastage and misuse; And (b) inventory levels are at an optimum and
economical level.

Observation
During the audit, we observed the following irregularities associated with the FDA assets
management system:

+ There was no evidence of a fixed assets management policy.

¢ The fixed assets register did not contain all the relevant columns.

s The fixed assets register was not regularly updated.

« There was no evidence of periodic physical verification of assets by M

anagement
s There was no evidence of movement of assets form.
» Fixed assets within a given vicinity were not displayed as required by the PFM

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

Assets may be damaged or impaired but their vaiues are stili on the books.

Fixed assets may be removed from the entity’'s premises without authorization,
isap At IO e Useion elt
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

1.2.21.6 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.

1.2.21.7 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.

1.2.21.8 Assets not coded may be susceptible to theft or diverted to personal use.

Recommendation
1.2.21.9 Management should develop, approve and operationalize a fixed asset management
policy to regulate fixed assets activities of the entity.

1.2.21.10 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.

1.2.21.11 Management should initiate/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,

1.2.21.12 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.

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

1.2.21.14 Fixed assets within a particular vicinity should be clearly displayed as required by the PFM
Act.

1.2.21.15 A movement of Asset Form should be filled and authorized before assets are moved from
one location to another. The Fixed Asset Register should be updated to reflect the change
in location of assets.

Management’s Response

1.2.21.16 Management acknowledges your recommendation and which to improve on this audit
assertion. Hence, Management will develop and operationalize fixed asset management
policy to regulate our fixed assets activities.

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

——
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1.3.1

1.3.11

1.3.1.2

1.3.1.3

1

| Promoting Acco&ﬁtabr‘ﬁty of Public Resources f

Compliance Issues
Irregularities Associated with Procurement Management

Criteria

Section 30 (1 and 2) of the Public Procurement and Concessions Act of 2005 as amended
and restated in 2010 states: “(1) Each Procurement Committee shall constitute a Bid
Evaluation Panel with the required expertise as and when required to evaluate bids
solicited by the Procuring Entity. (2) A Bid Evaluation Panel shall be responsible for the
evaluation of bids in accordance with the predetermined and Published evaluation criteria
as outlined to bidders in the bid documents in accordance with this Act and shall prepare
and submit evaluation reports and recommendations for award for the consideration of
the Procurement Committee or the Head of the Procuring Entity as provided in the
Schedule”.

Section 32 (1, 2 and 3) of the Public Procurement and Concessions Act of 2005 as
amended and restated in 2010 states: (1) “In order to participate in procurement
proceedings, a bidder must qualify by meeting the criteria set by the Procuring Entity,
which will normally include evidence of: (a) Professional and technical qualifications; (b)
Equipment availability, where applicable; (c) Past performance; (d) After-sales service,
where applicable; (e) Spare parts availability; (f) Legal capacity; (g) Financial resources
and condition; and (h) Verification by the internal revenue authority of payment of taxes
and social security contributions when due. (2) The qualification criteria set forth in
subsection (1) of this Section shall be applied by examining, through investigation and
collaboration with other relevant agencies, to ascertain whether or not the bidder meets
the minimum qualification criteria established for the bid and not by using a point system
for comparing the relative level of qualifications of participating bidders. (3) The
Procuring Entity shall be entitled to demand qualification documentation from potential
bidders in formal prequalification proceedings, or as a required component of a bid
submission”,

Observation

During the audit, we observe the following irregularities associated with the procurement

system:

« There was not functional procurement committee evidence by the absence of meeting
minutes and periodic reports.

¢ There was no evidence of annual procurement plan approved by PPCC.

+ There was no evidence of periodic (quarterly and annual) procurement activities
report submitted to PPCC.

+ No evidence of application of the requisite methods (Request for quotation, national
competitive bidding, sole sourcing, restricted bidding, international competitive
bidding, etc.) w_h_ere_ a_pg[iga_lbl_e. See table 11 beow.
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Financial Statements Audit of the Forestry Develppment Authority (FDA)
For the periods ended June 30, 2018/2018/2020 and 2021

Table 11: Expenditure with Procurement Irregularities
Year Amount US$
2017/2018 - - - 1,006,921.99
2018/2019 1,350,902.67
2019/2020 B ~ 823,128.30
2020/2021 727,024.55 |
Risk
1.3.1.4 In the absence of a functional procurement committee, the entity’s procurement
processes may be discretional.
1.3.1.5 The lack of an approved Procurement Plan may lead to discretionary expenditure, waste
and impair value for money.
1.3.1.6 In the absence of a quarterly procurement report, Management may be in noncompliance
with the PPC Act of 2005 as amended and restated in 2010.
1.3.1.,7 Management may not adequately account for its procurement activities and impair
effective monitoring of its procurement activities by the PPCC.
1.3.1.8 The non-application of the requisite procurement method may impair the achievement of
value for money and facilitate fraudulent procurement activities.
Recommendation
1.3.1.9 Management should ensure that the requisite procurement methods are utilized for all
procurement transactions to achieve value for money and ensure compliance to the PPC
Act of 2005 as amended and restated in 2010.
1,3.1.10 Management should establish a functional procurement committee evidence by the
documentation of meeting minutes and periodic reports.
1.3.1.11 Management should facilitate the approval of annual procurement plan by PPCC. All
unplanned procurement activities should be subsequently submitted to PPCC for approval
before execution.
1.3.1.12 Management should facilitate the preparation and submission of quarterly and annuai
procurement activities reports to the PPCC as required by the PPC Act of 2005 as
amended and restated in 2010.
Management’s Response
1.3.1.13 Management disagrees with the Auditor General’s assertion. Management wish to state
that the audit tearn was given all the approved annual procurement plans signed by PPCC
for the periods under audit. However, Management will resubmit all the approved annual
~ procurement plans 5/;qnqd by_ PPCC for z_‘he periods gnde( aqd/'t_ to the audit team.
53 | Promoting Accountability of Public Resources o - !";\ '
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1.3.1.14

1.3.2

1.3.2.1

1.3.2.2

1.3.2.3

1.3.24

1.3.2.5

1.3.2.6

1.3.2.7

54

|

Auditor General’s Position

Management did not subsequently provide evidence of the requested procurement
documentation as asserted in Management’s response. Therefore, we maintain our
findings and recommendations. We will follow-up on the implementation of our
recommendations during subsequent audit.

No Annual Report

Criteria
Regulations G.5 of the amended PFM Regulations of 2019 states “Documents to be
attached to the financial reports and annual audited accounts in regulation G.4(above)
shall include but not limited to:
s its annual report outlining the activities undertaken by the NGO in the year and
such other information as may be prescribed”.

Observation
During the audit, we observed no evidence of annual report prepare by Management for
the periods under audit:

Risk

Significant activities, achievement, challenges and measures to mitigate challenges may
not be adequately documented. This may impair institutional performance measurement
and the development of remediation strategy to address existing challenges and
constraints.

Information to facilitate institutional memory, expedite learning curves and provision of
current administrative and operational status of the entity may not be available.

Recommendation

Management should facilitate the preparation and approval of administrative and
operational activities reports on an annual basis. The reports should cover the proposed
goals for the fiscal year, achievement against those goals, significant activities and
challenges and measure to mitigate challenges in the near future. The report should also
contain the entity audited financial statements (or at least a management account) to
adequately inform stakeholders about the annual financial activities of the entity.

The report should be approved by the Managing Director and subsequently submitted to
the Board of Directors, and the Offices of the Auditor General, the Comptroller and
Accountant General and the Sector Minister. Evidence of approved annual administrative
and operational activities reports should be adequately documented and filed to facilitate
future review.

Management’s Response
Management acknowledges your audit findings and recommendations and which to
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Management Letter on the
Financial Statements Audit of the Forestry Development Authority (FDA)
For the periods ended June 30, 2018/2019/2020 and 2021

improve on this audit assertion. Hence, Management has proactively begun preparing and
ensuring annual report on the activities of the FDA is prepared and submitted in time for
future decision making and for future audit,

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