LEITI – 3rd Reconciliation

Instructions for completion of Templates (Part 1) and Supporting Schedules 

1 
Timetable
All Reporting Templates and Supporting Schedules must be completed and lodged with the LEITI Reconcilers by no later than Friday 29 October 2010. 
2 
Lodgment
Both hard and soft copies of the completed templates and supporting schedules should be lodged by each taxpayer (TIN) and Government Agency. .
The hard copies of the completed templates and supporting schedule(s) must only be deposited in a sealed envelope at: 
LEITI Reconcilers, C/O LEITI Secretariat
Old Bureau of the Budget Building

Redemption Road

Capitol Hill

Monrovia
The soft copies should be emailed only to: leiti@moorestephens.com
3 
Templates
There is a separate template to be used by taxpayers and a separate template to be used by the government.  Each of these two templates has two sections;-
· The first section covers fees and taxes which are common to each of the four sectors covered;
· The second section covers fees and taxes which are specific to one or more of the four sectors but not all.   
3.1
Taxpayers

This is a change from the previous year when there were separate templates for each sector and means that each taxpayer should fill out one template even if it operates in more than one sector.

There are some new lines on the templates to allow payments of GST and fire certificate fees to be declared.  Also, the fees and taxes which are specific to various sectors are grouped together to make the template easier to fill in.  Otherwise, the lines are the same as for last year since the types of taxes and fees have not changed (as confirmed with the MoF / Regulatory Agencies). 

At the top of each template, there is a space to enter:

1. the name of the taxpayer (company). This must be completed using the full and exact name of the company as it appears in its Article of Incorporation, as revised by any official name change where appropriate. 
2. the unique Taxpayer Identification Number (TIN) of the company. 
3. the sector(s) in which the taxpayer operates.

This information is vital to enable the reconciliation of figures provided with the records of the Ministry of Finance / Regulatory Agencies.

In the case of groups of companies or affiliates, a template is to be prepared by each registered taxpayer (i.e. for each separate TIN) even where no taxes are being paid (a zero return should be completed in this case). 

A template should not only include data on amounts paid by a company but also include payments made on its behalf by another taxpayer (for example where amounts are withheld by that other taxpayer on its behalf and paid over). The key is to identify who the taxpayer is that the tax relates to (according to the TIN as shown on the Flag Receipt), not just who paid the tax, so taxpayers need to consider who might have withheld taxes and paid them over on its behalf.

For GST only amounts paid to the government directly by the taxpayer should be included.  Typically such payments would be made either on the import of goods or on the submission of a GST return.  In both cases a flag receipt will be issued to the taxpayer.  GST paid on a supplier invoice should not be included as no official flag receipt is issued to the taxpayer by the government.  
3.2
Government Agencies
A separate template should be submitted by each of the Ministry of Finance / Regulatory Agencies in respect of each of the taxpayers according to the TIN.  The template format is broadly the same as for the taxpayers (in order to aid reconciliation of the figures) and there are lines at the top for the (precise) taxpayer name, TIN, and sector to be specified.
4
Supporting schedules
Supporting schedules should be prepared for all figures shown in reporting templates using the format provided.  If more convenient, they can be prepared in another format or be in the form of computer print outs or typed lists. However, they must contain the same information – one critical piece of information that should be included is the Flag Receipt number as without this, it will be very difficult to trace the payment/receipt in the records of the taxpayer or Ministry / Agency.

5
Copies of Flag Receipts
As a general and important rule, the only amounts to be reported on the templates are those in respect of which a flag receipt has been issued. It is hoped that in each case the physical flag receipt can be located as it may need to be referred to if it is not clear what template line it should be included under (the flag receipt will specify the type of tax).  However, originals or copies of flag receipts do not need to be provided with the templates and supporting information, although this is always welcome as it helps with the reconciliation and means that we will probably not need to raise queries with the taxpayer or Ministry / Agency later. 
6
Queries and Guidance regarding completion of templates
Should any queries arise whilst you are completing the Templates you can seek clarification from us by emailing details of the query to: leiti@moorestephens.com. We will attempt to reply to any such queries as soon as possible but as we will be out of Liberia during most of the two week period provided for completion and lodgment of the templates, so it may take a day or two for us to get back to you.  If any issues arise where we feel additional guidance needs to be provided to everyone (for whatever reason), we will issue a Guidance Note, so please look out for these.    

7
Currency of payment / receipt
Both the taxpayer and government templates contain columns to indicate the currency of the transactions (i.e. USD or LD).  Please note that items recorded in Liberian dollars should be rounded to the nearest thousand (LD 000’s).  

Please do not translate any payments/receipts into the other currency as this creates the risk of different conversion rates being applied to the same transaction and makes reconciliation difficult.
8 
Basis of reporting
8.1
Amounts paid/received
All figures included in the reporting templates and supporting schedules must be calculated on a strict cash basis. Accordingly, any payment made prior to 1 July 2009 should be excluded. The same applies to any payment made after 30 June 2010. For clarification, the date of payment is the date recorded on the Flag Receipt.
For the 2nd LEITI Reconciliation, a small number of taxpayers reported payments made after the cut-off date of 30 June 2009, i.e. they reported payments made in July 2009. Clearly, these payments fall within the 3rd LEITI reporting and should be included in this year’s figures even though they were reported (wrongly) last year.  

8.2
Amounts due

Last year a new requirement was introduced to provide additional information on the templates in respect of amounts due in the reporting period, regardless of when they had been paid. This was decided by the MSG in order to provide greater transparency on what should have been paid/received, had all amounts been paid immediately.

However, taxpayers found this information difficult to provide.  Accordingly, the requirements have been simplified and both taxpayers and government will receive further instructions for the completion of an additional template (Part 2) later this year. The extra information will not need to be audited. 
8.3
Taxes to be excluded
It has been agreed by the MSG that certain taxes are not to be reported on the templates. These include Amounts paid to other Government Agencies or parastatals – in a number of cases, payments are made other than to the Ministry of Finance or the Regulatory Agency for the sector. Examples are payments made to BIVAC, NPA/RIA and EPA. These revenue streams are not captured in the Ministry of Finance and should be excluded, except in relation to the GOL share of such payments (see 11 below). 
9
Attestations
Each template must be attested to by the Taxpayer / Agency (Management sign-off) and external auditors (Auditor’s Report). 
In the case of management sign-off, specific confirmation is required of a number of points which are listed on the template. This is to remind the person signing off, who should be able to sign on behalf of the Board of Directors (or similar body if this is not a Director), that the figures inserted on the template must be checked i.e. subjected to a rigorous internal control. 
Please note that Point 7 of the sign-off on the taxpayer template needs to be amended for the particular circumstances of each taxpayer
As regards the Auditor’s Report, this is mandatory and must be provided by qualified auditors external to the company (i.e. either the taxpayer’s external auditors or another auditor contracted for the purpose of providing the opinion).  The auditor or audit firm must be a member of the Liberian Institute of CPAs.  All audit costs are to be paid by the taxpayer but should not be significant.

A record should be maintained by the taxpayer detailing how items shown on the template reconcile with the line items shown in the taxpayers accounting records (audit trail) as this information will facilitate the audit and keep the audit costs down.
In respect of Government Agencies, the auditor’s report should be signed by the Auditor General or an appointed representative. 
10
Accounting records
10.1
Taxpayers
If taxpayers normally prepare their accounting records on an accruals basis, i.e. the tax expense is recognised at the time it is due rather than the time when it is paid, adjustments will have to be made to include in the template figures those amounts recorded in the accounting records up to 30 June 2009 but actually paid after this date, and exclude amounts recorded up to 30 June 2010 which were only paid after this date. In other words, the accruals–based accounts must be converted to the cash basis.

As taxpayers may not have individual ledger accounts set up for each of the taxes identified on the templates, it may be necessary to split out or even to aggregate one or more ledger accounts in order to arrive at the correct figure to be inserted on the template. 
It is recommended that a review of the cashbooks should be carried out to identify any tax payments not picked up through the usual ledger accounts such as dividend payments made to GOL or payments of fines.  A review could also be carried out to ensure that all regular payments e.g. monthly salary withholdings are accounted for and that no months are missing.
10.2 
Government
In respect of Government Agencies, care should be taken to ensure that amounts shown on the template include all receipts during the 2010 financial year, irrespective of whether the receipt was allocated in the Agencies records against amounts due in a previous or subsequent financial year. 

All amounts received on account of the Agency by the CBL before balance date should be included in the Templates. Conversely adjustments may also be required for receipts recorded in an Agency’s record around the start of the 2010 financial year that may in fact have been received by CBL on behalf of the Agency prior to the start of that financial year.

11
Specific items

	Item
	Instruction

	
	

	Contributions to County or Community (lines3 & 4)
	Only include amounts paid directly to government.  Any payments made to local authorities, for example payments to a chief to arrange the mending of an access road, are not payments to government and should therefore be excluded. 


	Corporate Profits Tax / Turnover Tax (line 5)
	Exclude any provisions.  Include all payments irrespective of the financial period the tax relates to.  Include presumptive tax payments made during the year and also turnover tax.


	GST (line 8)
	Only include amounts paid to the government directly and for which a flag receipt has been issued to the taxpayer.  Typically such official flag receipts would be issued either on the import of goods or on the submission of a GST return.  GST paid on a supplier invoice should not be included as no official flag receipt is issued to the taxpayer by the government.


	Pre-shipment Inspection (line 10)
	Only include the share of the payments that are applicable to the GOL /FDA – not the gross payment. For the avoidance of doubt, the GOL’s share is always 0.4% of every PSI payment


	Dividends to GOL (line 13)
	Only include payments to GOL as a shareholder of the company


LEITI Reconcilers

15 October 2010
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