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June 28, 2024

Hon. Rudolph J. Merab, Sr.
Managing Director

Forestry Development Authority (FDA)
Wein Town

Montserrado County, Liberia

Dear Hon. Merab,

Re: Management Letter on the Financial Statements Audit of the Liberia Forest Sector
Project (LFSP) for the period ended June 30, 2023

The financial statements of the Liberia Forest Sector Project (LFSP) for the period ended June 30,
2023 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 LFSP for the period January 1, 2023 to June 30, 2023 has been completed and the
purpose of this letter is to bring to your attention the findings that were revealed during the audit.

Audit Scope and Methodology

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

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

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

e Evaluation of the overall financial statement presentation.

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

The matters mentioned in this letter are therefore those that were identified through tests considered
necessary for the purpose of the audit and it is possible that there might be other matters and/or
weaknesses that were not identified.
3 Promoting Accountability of Public Resources f 3\
e

Enowring Accounabimy of Pube Rzseurces






Management Letter on the Financial Statements Audit of the
Liberia Forest Sector Project (LFSP)
For the period ended June 30, 2023

1.1

1.1.1

1.1.11

1.1.1.2

1.1.1.3

1.1.1.4

1 DETAILED FINDINGS AND RECOMMENDATIONS
Financial Statements Issues
Irregularities Associated with Commitments

Criteria

Section 13.7.1 of the PFMU Financial Procedure Manual states that “The procurement unit
at the implementing agency shall maintain a Contract (Procurement) Register to show all
contracts entered into with all Suppliers/ Contractors. At the end of each quarter, a
Procurement Report shall be prepared from this register showing out-standing
commitments at the end of that quarter and submitted to the PFMU. The Contract Register
will contain the description of the contract, the Bank approval (No Objection) reference
number and date, where applicable, the name of Supplier/Consultant, Contract document
reference/LPO number, total contract value, details of revisions and variations, if any; the
amount paid to date, and other remarks, like the status. A liability shall be taken in the
Vote Book for every contract awarded as a means of control”.

Appendix 1, Section 3 of the PFMU Financial Procedure Manual (Assistant Project
Accountant) requires that the Assistant Project Accountant maintain the project’s
expenditure commitment register and update the register regularly and ensure through
liaison with the implementing units that the register reflects all commitments outstanding;

Observation
During the audit, we observed that commitment schedule disclosed in the financial
statements did not comprehensively contain the following information/ columns as .
required:

e The name of Supplier/Consultant,

o Vendor’'s/Consultant contact information

e Description of contract,

e The Bank approval (No Objection) reference number and date, where

applicable,

e Contract document reference/LPO number,

¢ Total contract value, details of revisions and variations, if any;

e The amounts paid to date, and other remarks, like the status

e Running balances of commitments

As a result of the non- disclosure of these information and the non- provision of the contract
register, we were unable to confirm the commitment balances below. See table 1 below
for details.
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1.1.2.11

1.1.2.12

1.1.3

1.1.3.1

1.1.3.2

1.1.3.3

1.1.3.4

1.1.3.5

1.1.3.6

Auditor General’s Position

Management’s assertions did not adequately address the issue raised. Management should
have accounted for the variance between the commitment balances per the financial
statements and the commitment balances confirmed by third parties and subsequently
adjust the financial statements where applicable.

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

Inadequate Trial Balance

Criteria

Section A3 of the PFM Regulation 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 the trial balance was inappropriately prepared. Instead
of the ledger accounts titles and their respective closing balances, the trial balance contains
the names of individuals to whom payments were made for the provision and acquisition
of goods and services. Balances could not be traced to detailed of revenue and expenditures
reported in the general ledger.

Risk

Adequate classification of transactions, review, and reconciliation of the financial
statements may be impaired. Fair presentation and full disclosure of financial information
and subsequently the financial statements may be impaired.

Inappropriate preparation of the trial balance may lead to the financial statements being
misstated.

Inadequate preparation of the trial balance may impair effective review and reconciliation
of financial transactions and the financial statements.

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

Recommendation
1.1.3.7  Management should ensure that the trial balance is reflective of all ledger accounts titles
and closing balances.
9

Promoting Accountability of Public Resources f' 5\
——

Eoartng Momartabity of Pevic Reecvtée



Management Letter on the Financial Statements Audit of the
Liberia Forest Sector Project (LFSP)
For the period ended June 30, 2023

1.1.3.8

1.1.3.9

1.1.3.10

1.1.3.11

1.14

1.1.4.1

Additionally, financial statements should be prepared by individuals who are qualified and
experienced in the relevant standards. The financial statements should also be
subsequently reviewed and approved by senior management to ascertain their accuracy
and completeness.

Management’s Response

Our Trial Balance, like all other trial balances, lists the ending balance of all ledger accounts,
separated into debits and crediit entries. The trial balance generated by the accounting
system is unique to the individual project accounts, and these are reviewed by the
development partners' financial management specialists throughout the financial
year. These financial management specialists have never described our system-generated
trial balance as being inadequate trial balance. We have had other external reviewers, both
locally and internationally, and they have never described our trial balance as such. If the
auditor needed more clarity on the system-generated trial balance, it would have been
better to seek more clarity and understanding of the system-generated trial balance, and
management would have provided the necessary clarity. However, to describe our trial
balance as inadequate, such an assessment of our system is unfair. Several reviewers have
reviewed our system trial balance and have never given such an assessment of our trial
balance except for this auditor. Reports generated by the system every quarter are
accepted by the World Bank and other development partners on a quarterly and annual
basis without any description. Therefore, our system-generated trial balance is adequate.

Auditor General’s Position

We acknowledge Management'’s assertion. However, the trial balance should be reflective
of the closing balances and class of transactions of all the general ledger accounts and
should be seamlessly reconciled to the general ledger and the financial statements. Tracing
the general ledger and trial balance accounts to the financial statements is not feasible
because, the trial balance and general ledger accounts are prepared supposedly using
economic classification, while the financial statements are prepared using program
classification. The notes to the financial statements did not also contain the comprehensive
make-up of the program classification utilized in the preparation of the financial statements.

Management should therefore either prepare the general ledger, trial balance and financial
statement using standardized economic or program classifications, or disclose in the notes
to the financial statements the make-up of the program classification utilized in the
preparation of the financial statements.

Payments without Supporting Documentation

Observation

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”.
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1.15

1.1.5.1

1.1.5.2

1.1.5.3

1.1.5.4

1.1.5.5

1.1.5.6

1.1.5.7

1.1.5.8

1.1.5.9

should ensure that requested documents for audit purposes are submitted in a timely
manner.

Entries on the Bank Statements not Traced to Drill Down Ledger

Observation

Regulation R.3 (6) of the Public Financial Management Act of 2009 as Amended and
Restated PFM Act of 2019 provides that the balances 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.

During the audit, we observed that entries amounting to US$ 594,171.88 posted in the
Operation Accounts at the SIB Liberia Limited (SIB) (0011202350901,
0011202654501,011202350301, 0011202449801,0011202350501 & 0011202654501) for
the Fiscal Period January 1, 2023 to June 30, 2023 were not traced to the corresponding
drill down ledger. See Annexure 2 for details.

Risk
Expenditures and subsequently the financial statements may be misstated.

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

Recommendation

Management should account for expenditures reported in the bank statements which were
not subsequently recorded in the drill down ledger and adjust the financial statements
accordingly. The adjusted financial statements should be submitted to the Office of the
Auditor General as part of Management’s response to this Management Letter.

Going forward, Management should perform a reconciliation between the bank statements
and the financial statements. Variances identified should be investigated and adjusted
where applicable in a timely manner.

Additionally, Management should perform monthly reconciliation between the bank
statements and the cash book. Variances identified should be reconciled, investigated and
adjusted where applicable in a timely manner.

Evidence of monthly reconciliation statements should be adequately documented and filed
to facilitate future review.

Management’s Response
This was not the case, as asserted by the Auditor, because it was from the drill down that

12
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1.1.6.5

1.1.6.6

1.1.6.7

1.1.6.8

1.1.6.9

1.1.6.10

1.1.7

1.1.7.1

1.1.7.2

Recommendation

Management should account for expenditures recorded in the drill down ledger which were
not subsequently reported in the bank statements and adjust the financial statements
accordingly. The adjusted financial statements should be submitted to the Office of the
Auditor General as part of Management's response to this Management Letter.

Going forward, Management should perform a reconciliation among the bank statements,
the drill down ledger and the financial statements. Variances identified should be
investigated and adjusted where applicable in a timely manner.

Additionally, Management should perform monthly reconciliation between the bank
statements and the cash book. Variances identified should be reconciled, investigated and
adjusted where applicable in a timely manner.

Evidence of monthly reconciliation statements should be adequately documented and filed
to facilitate future review.

Management’s Response

This very information presented as on the drilldown are seen on the bank statement issue
presented in 1.1.8. Again, some payment either done individually or as a bulk figure on the
bank statement. The bank chose how to do their transaction and PFMU have no control on
that. But every figure in the drilldown are trace to the bank statement and that’s why our
account balances are accurate. Please See Exhibit VL.

Auditor General’s Position

Management assertions were not supported by adequate documentary evidence. In
instances where several payments are bulked- up and disbursed through a single check, a
journal voucher should be prepared cataloguing the details of the payment vouchers, check
and bank statements. The journal vouchers should be sequentially referenced. Evidence of
approved journal voucher, copies of payment vouchers, checks, bank statements and all
other relevant supporting records should be adequately documented and filed to facilitate
future review.

Stale Checks

Criteria

Section 6 paragraph 6.5.1 of the PFMU Financial Procedure Manual and states,” the cash
book shall be reconciled monthly to the bank statement within 10 working days of the
month end. Difference deriving there from shall be investigated and resolved promptly.

Unpresented checks will be written back in the project’s books of account one month after
the negotiable period of six (6) months has elapsed.
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1.1.7.9

1.1.7.10

1.1.7.11

1.1.7.12

1.1.7.13

1.1.8

1.1.8.1

1.1.8.2

1.1.8.3

The cashbook should be adjusted accordingly to reflect the reversals and the
comprehensive details of the new cheques issued.

Evidence of cancelled cheques and journal vouchers for reversals to the cashbook should
be adequately documented and filed to facilitate future review.

Management'’s Response

This is not the case, as the two checks(35096 & 3550950) were written in December 2022
and cleared in May 2023(See Exhibit A). while the April 2023 (64906) check cleared in
June 2023(See Exhibit I). we strongly believe this was an oversight on the auditor’s part.
The December 2022 check of (765074), even if it existed under the FDA as asserted,
cleared in January 2023(See Exhibit B). We wanted to inform you that these checks
were cleared six months before, contrary to the auditor's assertion.

Auditor General’s Position

We reviewed the bank statements submitted by Management and observed no evidence
that checks cataloged in table 7 were cleared in May 2023, as asserted in Management’s
response. We subsequently reviewed the entire bank statements to validate Management'’s
assertions but observed no evidence of clearance of the respective checks.

Therefore, we maintain our findings and recommendations. We will follow up on the
implementation of our recommendations during subsequent audit.

Failure to Remit Taxes

Criteria

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

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

Observation
During the audit, we observed that Management did not remit the total amount of
US$1,870,841.84 as withholding taxes from vendors, contractors and staff to the Liberia
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1.1.84

1.1.8.5

1.1.8.6

1.1.8.7

1.1.8.8

1.1.8.9

1.1.8.10

1.1.8.11

1.1.8.12

Revenue Authority (LRA). See Annexure 4 for details.

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

Management may be noncompliant with Section (905) J. of the Revenue Code of Liberia
2000 as amended in 2011 which may result in to penalties for late payment and failure to

pay.

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

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

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

Evidence of remittance of withholding taxes including the original copies of flag receipts
and other relevant supporting records should be adequately documented and filed to
facilitate future review.

Management’s Response

PFMU has worked and continues to engage with the stakeholders on this GOL flag recejpt
(evidence of tax payments) issued for tax payments. The LRA indicated that the PFMU is
not regarded as one of her Collectorates that can issue flag receipts.

Notwithstanding, LRA has introduced the LITAS tax remittance system and encouraged
PFMU to ensure that tax payments are made on behalf of consultants and vendors to the
General Revenue account efther via the LRA tax remittance forms or via the issuance of
checks, which will be evidenced/captured by their system and the consultant or vendor can
later claim their tax credit from the LRA system. Tax payment is easy for some Bank but
takes considerable amount of time for others.

Auditor General’s Position

We subsequently traced the tax payments through the bank statements submitted by
Management. However, we observed that monthly withholding taxes withheld were not
remitted in a timely manner as required. Therefore, we maintain our recommendations.
We will follow up on the implementation of our recommendations during subsequent audit.
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1.1.9 Procurement without Delivery Notes
Criteria

1.1.9.1 Part P.9 (2) Of the PFM Regulations of 2010 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

1.1.9.2 During the audit, we observed that Management authorized payments amounting to
US$39,825.13 for Spare Parts, Communication Cards, and Arrears for vehicle Servicing
without evidence of delivery notes. See annexure 5 below for details.
Risk

1.1.9.3 Management may be non-compliant with Part P.9 (2) of the PFM Regulations of 2010.

1.1.9.4 Goods received may not meet the required value or specifications and payments may be
made for goods not received.
Recommendation

1.1.9.5 Management should ensure that delivery notes are received for all goods procured to
validate that goods paid for including the required specifications were delivered to the end
user.

1.1.9.6 Management should ensure that delivery notes are received for all goods procured to
validate that goods paid for including the required specifications were delivered to the end
user. (the delivery note should be uniquely coded to reflect the specific transactions)

1.1.9.7 Evidence of delivery notes for all goods received should be adequately documented and filed
to facilitate future review.
Management'’s Response

1.1.9.8 Please be notified that Annexure 5 does not list the issue mentioned above, and a call was
placed to the DAG for a special Audiit on this.
Auditor General’s Position

1.1.9.9 Management’s assertion did not adequately address the issues raised. Annexure 5
mentioned in the report comprehensively cataloged procurement transactions without
evidence of delivery notes.

1.1.9.10 Therefore, we maintain our findings and recommendations. We will follow-up on the
implementation of our recommendations during subsequent audit.
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1.1.10

1.1.10.1

1.1.10.2

1.1.10.3

1.1.10.4

1.1.10.5

1.1.10.6

1.1.10.7

1.1.10.8

Payment Made to Third-Party

Criteria
Section 6.4.1 of the revise PFMU of 2020 states” All Payment vouchers and checks shall be

written in the name of beneficiary that appears on the supporting documents.

Observation

During the audit (field verification), we observed that Management made payments to third-
parties amounting to US$4,500.00 rather than the contractors, vendors, service-providers
and direct beneficiaries or legally authorized representatives. See annexure 6 below for

details.

Risk
Paying cash to individual for subsequent disbursement to vendors or service providers may
facilitate misappropriation of project funds.

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

Recommendation
Management should ensure payments for goods and services procured be made directly to
vendors or its legally authorized representatives.

Alternatively, Management should utilize the mobile money platform by transferring funds
directly to vendors/beneficiaries the relevant source and supporting documentation.

Management’s Response

The Location of these events and activities in the project landscape, mostly in remote areas,
made it impossible to avoid third-party payments. However, these are stipends paid to
Ecoguard staff of FDA in the counties, and the Accountant ensures that these staff receive
their stipend as agreed by the partners. Due to the value of this payment and the distance
it takes these staff to collect their incentive, it will cost them a fortune. The auditor can
confirm from these staff if they received their stipend over the project life for their service.

Auditor General’s Position

Management’s assertion did not adequately address the issues raised. Stipends, DSA and
other payments should be made directly to project staff and project beneficiaries either
through mobile money numbers, checks or through direct debits to their bank accounts,
consistent with PFMU Financial Procedures Manual. Therefore, we maintain our findings
and recommendations. We will follow up on the implementation of our recommendations
during subsequent audit.
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1.1.11

1.1.111

1.1.11.2

1.1.11.3

1.1.11.4

1.1.11.5

1.1.11.6

1.1.11.7

1.1.11.8

Transactions without Valid Tax Clearance and Business Registration Certificates

Criteria

Section 7.3.2 of the PFMU Financial Procedure Manual states, “All payments (local) to
vendors should be accompanied by valid Business Registration and Tax Clearance. In the
absence of a valid Business Registration and Tax Clearance, valid Tax payment receipt
would suffice. Note: The validity (timing) of the Tax Clearance should be compared to the
Delivery Date or Date of Completion of Service.”

Observation

During the audit, we observed that Management made payments amounting to
US$235,271.68 for catering services, purchase of spare parts, etc. to business entities
without evidence of either valid business registration and tax clearance certificates. See
annexure 7 below for details.

Risk
In the absence of valid business registration and tax clearance certificates, payment 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 by Section 7.3.2 of the PFMU Financial Procedure Manual.

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

Management’s Response
Payment made to illegitimate Entities. Please See Exhibit IX.

Auditor General’s Position

We reviewed the documents subsequently submitted by Management, after our audit
execution. Therefore, we have adjusted the transactions without evidence of valid business
registration and tax clearance certificates to (US$263,268.73 - US$27,997.05)
US$235,271.68. Therefore, we maintain our recommendations. We will follow up on the
implementation of our recommendations during subsequent audit.

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

20

Promoting Accountability of Public Resources /” %\
—

Earing Accaumpbiry of Puslic Raseuress



Management Letter on the Financial Statements Audit of the
Liberig Forest Sector Project (LFSP)
For the period ended June 30, 2023

1.1.12

1.1.12.1

1.1.12.2

1.1.12.3

1.1.12.4

Generator / Vehicle Fuel Consumption Log

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 no evidence of generators and vehicles fuel consumption

log for review.

Risk
Fuel procured may not be based on actual consumption.

Management may spend above budgeted allocation and fuel may be subjected to
misappropriation or theft.

Recommendation

1.1.12.5 Management should develop, approve and operationalize a policy on fuel purchased,

distribution/consumption, and ensure that proper records are maintained.

1.1.12.6 Management should also maintain a fuel consumption and distribution logs to help the

1.1.12.7

1.1.12.8

1.1.12.9

Project manage cost and inform future purchase.

Evidence of approved fuel consumption policy and fuel consumption and distribution logs
should be adequately documented and filed to facilitate future review.

Management’s Response

The REDD Implementation unit have log in place to proof utilization of fuels and gasoline
and the log was store by the Maintenance division of the FDA and if the auditor was going
to asked the FDA auditor, they would had presented same for their review. Each total
Thump card utilization report was printed on a monthly basis before replenishment.

Auditor General’s Position

Management’s assertions were not supported by documentary evidence. Management
should have provided evidence of generators and vehicles fuel consumption logs for our
review as asserted in Management'’s response.
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1.1.12.10 Therefore, we maintain our findings and recommendations. We will follow-up on the

1.1.13

1.1.13.1

1.1.13.2

1.1.13.3

1.1.134

1.1.13.5

1.1.13.6

1.1.13.7

implementation of our recommendations during subsequent audit.
Required Number of Quotation not Solicited

Criteria

Section 5.5 paragraph 245 of the Finance and Administrative Procedure manual requires
that the RFQ selection procedure should consist of comparing price quotations obtained
from at least 3 shortlisted suppliers. The RFQ is prepared by the Procurement Officer and
should contain the description and quantity of the goods, specifications of works, or
description of services, and the desired delivery/completion place and date. It is reviewed
by the FC and signed by the Project Coordinator. After the RFQ is approved, a personalized
invitation to submit a quotation is addressed directly to each shortlisted firm; a written
receipt of acknowledgment is obtained from each firm.

Additionally, Section B, paragraph 34. Request for Quotations. Request for Quotations may
be an appropriate competitive method for procuring readily available off-the-shelf goods,
or simple civil works or non-consulting services. The Request for Quotations selection
method can be used even for large contracts and the justification noted in the PPSD or
procurement records as appropriate. Normally at least three price quotations should be
obtained. In case less than three suppliers or contractors are available (or fewer than 3
quotations are received), such a situation shall be noted in the procurement records and
the process shall be continued.

Observation

During the audit, we observed that payments amounting to US$183,678.29 were disbursed
for the purchase of goods and services. However, we observed no evidence of the required
number of quotations attached. See annexure 8 below for details.

Risk
Management may be non-compliant with the required procurement method.

In the non-usage of the procurement method, value for money may be impaired.
Recommendation
Management should facilitate full compliance with the required procurement standards for

all transactions.

Management’s Response
Required Number of Quotation not solicited. Please see Exhibit X.
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1.1.13.8

1.1.13.9

1.2

1.2.1

1.2.11

1.2.1.2

1.2.1.3

1.2.1.4

Auditor General’s Position

We reviewed the documents subsequently submitted by Management, after our audit
execution. Therefore, we have adjusted the transactions without quotations to
(US$186,828.29 — US$3,150) US$183,678.29. Therefore, we maintain our
recommendations. We will follow up on the implementation to our recommendations during
subsequent audit.

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

Compliance Issues
Untimely Submission of Financial Statements

Criteria

Paragraph 1.4.4 of the 2017 revised IPSAS Cash Basis of Accounting states "The usefulness
of the financial statements are impaired if they are not made available to users in a
reasonable period after the reporting date. An entity should be in a position to issues its
financial statements within six months of the reporting date, although a timeframe of no
more than three months is strongly encouraged. Ongoing factors such as the complexity
of an entity's operations are not sufficient reason for failing to report on a timely basis.
More specific deadlines are dealt by legislations and regulations in many jurisdictions.

Regulation 1.11 of the PFM Act of 2009 as Amended and Restated PFM Act of 2019, Annual
Government Agency Accounts, states: "(1) There shall be prepared by the head of
government agency or an administrator or head of any Government agency and transmitted
to the, the Minister and the Comptroller-General in respect of the year, accounts covering
all Public Funds under his control. The accounts shall be submitted within a period of two
months after the end of each fiscal year, or such other period as the Legislature may by
resolution appoint, and shall include statements and documents to be specified in the
International Public Sector Accounting Standards as adopted by the Government of Liberia".

Observation

During the audit, we observed that Management did not make available the periodic
financial statements two months after the end of the fiscal period to the Offices of the
Auditor General and the Comptroller and Accountant General.

Risk
Management may be non-compliant with Regulation 1.11 of the PFM Act of 2009 amended
2019.
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1.2.1.5

1.2.1.6

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

Failure to provide financial statements in a timely manner, may impair accountability,
relevance and usefulness of the financial statements. Stakeholders may be unable to make
decisions in a timely manner.

Recommendation
Management should provide explanation for failing to make available the periodic financial
statements in accordance with regulations.

Going forward, Management should facilitate timely presentation of financial statements to
the Offices of the Auditor General and the Comptroller and Accountant General two months
after the end of the fiscal period in line with Regulation I.11 of the PFM Act of 2009 as
amended and restated 2019.

Management’s Response

At the end of each fiscal/calendar year, the project is required to prepare two sets of
reports: an interim financial report (IFR) and the unaudited financial report required for
audit. The IFR is to be ready and submitted 45 days after the end of the quarter, and
thereafter, the Unaudited Financial Report is to be prepared at the end of the month and
submitted by the 15th of the following month.

PFMU submitted to GAC all the IFRs that were prepared for every quarter of the entire
audit period, which was adequate for the commencement of the audit. PFMU had to meet
its reporting requirements to the World Bank before preparing the IPSAS financial
statement that is required by only GAC for the annual audit of the project. We believe that
the IFR was adequate for the auditor to commence the audit until the IPSAS Financial
Statements were completed for the entire period under audit.

Auditor General’s Position

Management’s assertion did not adequately address the issues raised. Management should
ensure timely presentation of financial statements to the Offices of the Auditor General and
the Comptroller and Accountant General two months after the end of the fiscal period in
fine with Regulation I.11 of the PFM Act of 2009 as amended and restated 20189.

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

Outstanding Payroll

Criteria

Regulation A.3 (1) of the Amended and Restated Public Finance Management (PFM) Act of
2019 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
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1.2.2.11

1.2.2.12

1.2.2.13

1.2.2.14

1.2.2.15

1.2.2.16

1.2.3

1.2.3.1

Going forward, payroll journals should be adequately documented and filed to facilitate
future review.

Management should procure and operationalize a functional payroll system to facilitate
complete, accurate and real-time recording of all payroll 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 payroll ledger. Going forward, an automated linkage
should be created between the payroll ledger, trial balance and the financial statements to
facilitate completeness and accuracy of the financial statements.

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

Management’s Response

Please note that the project doesn 't prepare payroll for its Contractors but rather pays them
as agreed by the World Bank through a direct deposit system by their designated bank.
These vouchers were part of the vouchers review by the auditors. Please note that a
professional service tax of 10% is applied to each consultant's monthly payment due to
their status as a consultant under the project.

Auditor General’s Position

As indicated in our recommendation, Management should procure and operationalize a
functional payroll system to facilitate complete, accurate and real-time recording of all
payroll transactions of the project. Management shouid also prepare comprehensive payroll
for its contractors. This system will facilitate comprehensive records of payroll data,
accurate computation of taxes, other deductions and net salary as well as facilitating a
more effective and efficient review of payroll records.

The Absence of an Approved Organization Chart

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.
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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

1.24

1.2.4.1

The formulation of general policies for the proper management of the Liberia Airport
Authority and for ensuring that such policies are carried out by the Liberia Airport Authority.

Observation

During the audit, we observed that Management did not develop, approve, and
operationalize an 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 checks and balances may not be achieved which
may impair effective coordination, reporting and the operations of the project.

A clearly 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 project.

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

Management’s Response

The REED PLUS unit is directly under the supervision of the FDA's managing director. The
project is headed by the project manager, his deputy, its M&E officers, and the project
accountant. The Project has a few staff members because the rest of the implementors are
FDA employees.

Auditor General’s Position

Management'’s assertions were not supported by documentary evidence. Therefore, we
maintain our findings and recommendations. We will follow up on the implementation of
our recommendations during subsequent audit.

Lack of Service Contract

Criteria

Section 37, Public Notice of Contract Awards, of the Amendment And Restatement of The
Public Procurement And Concessions Act, 2005, states “The Procuring Entity shall promptly
furnish the Commission notice of each contract awarded in which the price of the contract
exceeds the applicable Thresholds establish by Regulations promulgated by the
Commission indicating the reference number used in the bidding process, the contract
price, the name and address of the successful bidder, a brief description of the goods,
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1.2.4.9

1.2.4.10

1.2.4.11

1.25

1.2.5.1

1.2.5.2

1.2.5.3

1.2.5.4

ensure that the provisions of the contracts are fully operationalized. Management should
also ensure that proper coordination, monitoring and evaluation of the contract terms are
implemented periodically during the execution of the contracts. Payment should be made
consistent with phase of completion as enshrined in the approved contract.

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

Management’s Response

Management is not sure if the audit team visited the PIU and other spending agencies, and
these are contracts from last year that we strongly believe the team reviewed last year.
We have printed the Client Connection listing of all vendors and consultants providing
services or goods to the Project. Please see Exhibits III and XII.

Auditor General’s Position

We reviewed the documents provided in exhibit III and XII subsequently submitted by
Management after our audit execution, but observed no evidence of approved contracts
for transactions cataloged in table 9 above. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations during
subsequent audit.

Uncompleted Project Deliverables

Criteria

Section II (1) of the LFSP Grant Agreement states that “the recipient shall cause the Project
Implementing Entity to monitor and evaluate the progress of the project and prepared
project reports in accordance with the provision of section 2.06 of the standard conditions
and on the basis of indicators acceptable to the World Bank. Each Project Report shall cover
the period of one (1) calendar semester, and shall furnished to the World Bank not later
than forty-five (45) days after the end of the period covered by such report”.

Observation

During the audit, we observed that the implementation of the project activities under the
LFSP Project has not been fully implemented in accordance with approved work plan. See
Annexure 8 for details.

Risk
Untimely achievement of project deliverable may lead to additional expenditure (fixed
costs) of the project.

Project objectives may not be achieved in the absence of effective project implementation
and coordination.
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1.2.5.5

1.2.5.6

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

The absence of effective monitoring and evaluation during the project may impair the
achievement of value for money and the implementation of project deliverables.

Recommendation

Management should provide substantive justification why project deliverables catalogued
in annexure 8 above were not implemented within approved timelines consistent with
approved work plan and budget.

Going forward, Management should facilitate timely implementation of project deliverables
consistent with approved work plan and budget. The work plan should comprehensively
catalog phases of deliverables and corresponding payments required to implement each
phase of approved deliverables. The work plan should be discussed and agreed with all
stakeholders/contractors and included as supplementary documentation to the approved
contracts. Management should facilitate timely disbursement of funds consistent with
approved work plan and budget to ensure that project deliverables are implemented in a
timely manner.

Management should facilitate periodic monitoring and evaluation of project activities to
ensure that services paid for are performed in a timely manner consistent with approved
work plans and contracts.

Evidence of approved work plans, budget, remittances of payments and periodic monitoring
and evaluation activities reports should be adequately documented and filed to facilitate
future review.

Management’s Response
The auditor did not request the status of these deliverables during the audit. Please see
attached for your consideration. See Exhibit XI11,

Auditor General’s Position

The status of uncompleted project deliverables was initially obtained from the approved
work plan and budget and subsequently validated during our field verification. All of the
uncompleted project deliverables cataloged in annexure 9 below were observed to be
uncompleted beyond approved completion dates. Therefore, we maintain our findings and
recommendations. We will follow-up on the implementation of our recommendations during
subsequent audit.

Irregularities Associated with the Management of the Project Assets

Criteria

Section eight (8) of the PFMU Financial Procedures Manual requires that The Fixed Assets
Register shall be updated regularly in the financial software using the information from the
disbursement transactions. Twice a year, the Fixed Assets Register will be reconciled with
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1.2.6.12

1.2.6.13

1.2.6.14

1.2.6.15

1.2.6.16

1.2.6.17

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

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

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.

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 asset.

Management’s Response

Management conducted the Assets register, and a copy of the report was shared with the
Auditor during the audit. The Assets Register is in its standard form per the World Bank
standard. However, the REDD+ team is out to respond to this issue.

Auditor General’s Position

Management’s assertion did not adequately address the issue raised. Therefore, we
maintain our findings and recommendations. We will follow-up on the implementation of
our recommendations during subsequent audit.
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