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“STRENGTHENING CRITICAL INFRASTRUCTURE AGAINST NATURAL HAZARDS 
PROJECT” 
GRANT NO. D205-TJ, CREDIT NO. 6089-TJ 
 
 
 
INTRODUCTION  
 
 
This letter highlights our observations and recommendations we believe warrant the Project 
“Strengthening Critical Infrastructure against Natural Hazards Project”, Grant No. D205-TJ and Credit No. 
6089-TJ (the “Project”), management’s attention and would facilitate improved effectiveness and 
efficiency of the Project’s operations. Certain comments made relate to situations, which warrant 
immediate attention, while others relate to enhancements of policies and practices and should be 
addressed according to their perceived significance. The management should prioritize the observations 
and implementation of the recommendations accordingly. 
 
Although the Project has improved some of their internal control procedures, we still believe that there 
are certain areas where additional follow-ups are necessary. Included in this letter are a summary of our 
recommendations. 
 
General presentation – classification of comments and recommendations  

 
High Priority: These risks are significant for the Project, so they require immediate 

attention from the management to determine any effects to date, an agreed 
program for a prompt resolution and ensure that they will not recur in the 
future. 
 

Medium Priority: These risks do not necessarily require immediate attention, but must be 
managed in a timely manner. In addition, they relate to activities that 
(currently) are not material but may be material when these activities are 
developed. 
 

Low Priority: When there is a deficiency, but there is a compensatory control, while not 
perfect, provides a degree of assurance that, the Project will not have a 
material loss. 
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1. Calculation of payments to salary and related tax expenses 
 

Observation Recommendation Priority 

 
During the audit procedures on test of payroll expenses in Project management Unit 
under Agency of Land Reclamation and Irrigation (PMU ALRI), we have identified 
that accountant based on the wrong number of worked days accrued payroll for all 
staff for June 2018 and eliminated it on the next month.  
 
In particular, in June actual working days of each employee was 13 days, but 
accountant accrued salary and related tax for 14 days, and thus he has accrued one 
day more for each employee. In July he accrued for all staff one day less than the 
actual worked days, however there was new hired employee, Fayazova Zamira, from 
who was also deducted one day. By the results there were paid less salary net for 
Fayazova Z. in amount of 253 Tajik somoni and less taxes related to salary in amount 
of 116 Tajik somoni.  
 

 
We recommend to the management of the Project to 
maintain strict control over calculation of salary 
expenses and to take into consideration all 
requirements of the Tax Code of Republic of 
Tajikistan. 

 
High 
 

Management response 

 
Regarding the incorrect calculation of salary of Fayazova Zamira in the amount of 253 somoni and the corresponding tax, amounts will be accrued in June 2019. 
The management of the PMU will take strict control over the calculation of payroll expenses to prevent a repeat of the error. 
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2. Foreign exchange rate 

 

Observation Recommendation Priority 

 
During the audit procedures on salary and related tax expenses in PMU ALRI, we have 
identified that there is an incorrect use of foreign exchange rates. We have identified that 
the 1C accounting program, accrued salary for employees used exchange rate on 
December 10, 2018 – 8.4231 however the rate of the National bank of Tajikistan for this 
day was 9.423, that contradicts to Project Operational Manual (POM). According to the 
POM p. 5.14 “The conversion rate of the National Bank of Tajikistan is used as of the 
date of the transaction when registering all accounting transactions.” 
 
The amount of operation is immaterial, however the practice implemented by 
management could result in misstatement of payroll expenses and lead to inappropriate 
presentation of the project financial statements as aggregated amount of payroll 
expenses is significant for the Project’s operations. 
 

 
We recommend to the management of the Project 
to maintain strict control over correct use of 
foreign exchange rates for the salary and related 
tax calculation. 
 

 
High 
 

Management response 

Recommendation adopted, in the following will be conducted strict control. 
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3. Calculation of vacation. 
 

Observation Recommendation Priority 

 
During performance of audit procedures on salary and related tax in PMU ALRI, recalculation it 
was identified that the Project has conducted incorrect calculation of vacation leave for Fayazova 
Zamira in December. In particular, responsible employee of the Project base on the wrong 
number of months for identifying average salary of employee. 
 
Hence, responsible employee had used three months from which one month was not fully 
worked month. According to the Government resolution specifying “The rules of calculation of 
average earnings for payment of labor vacations, severance payments and in other cases of 
average salary payments” p. II p. 4: 
 
“(b) The average daily earnings for vacation pay is determined by dividing all actual accrued 
amounts for the period of 12 months or from the last increase in the current official salaries (tariff 
rates) by the full number of months preceding the time of vacation and by a factor of 29.3 
average monthly number of calendar days”.  
 

 
We recommend to the management of the 
Project to maintain strict control over 
calculation of salary and related tax 
expenses and to take into consideration all 
requirements of legislation of Republic of 
Tajikistan. 
 

 
Medium 
 

Management response 

According to your observation regarding the incorrect calculation of vacation of Fayazova Zamira in December, was recalculated in the payroll for June 2019. 
according to the statement of Fayazova Zamira, an amount of 84.25 somoni will be paid for vacation. The management of the PMU will take strict control over the 
calculation of payroll costs to prevent a repeat of the error. 
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APPENDIX A 
 
 
Responsibility of the management, purposes and limitations inherent in the internal control 
structure 
 
The following comments regarding responsibility of the management for the internal control structure, 
purposes and limitations inherent in the internal control structure are based on the International 
Standards on Auditing accepted by the International Federation of Accountants through the International 
Auditing and Assurance Standards Board.   
 
Responsibility of the management 
 
The management is responsible for development and ensuring operation of the internal control.  Meeting 
this objective requires the management to make forecasts and estimates to determine the expected gain 
and costs relating to fulfillment of the policies and procedures of internal control.  
 
Purposes 
 
The purposes of internal control over the project financial statements consist in provision of the 
management with sufficient but not absolute certainty in security of assets and protection from losses as 
a result of unauthorized use or distribution of assets and guarantee of conduct of operations on the basis 
of orders of the management and their proper accounting, which will ensure preparation of project 
financial statements under International Public Sector Accounting Standard “Financial Reporting Under 
the Cash Basis of Accounting” (the “IPSAS”) issued by the International Public Accounting Standards 
Board of the International Federation of Accountants and the World Bank’s Financial Management Sector 
Board’s “Guidelines: Annual Financial Reporting and Auditing for World Bank Financed Activities” (the 
“WB Guidelines”).  
 
Limitations  
 
Due to limitations inherent in any internal control structure, there is a possibility of mistakes and 
inaccuracies, which can remain undetected. Besides, forecasts with regard to any assessment or 
structure applicable to future periods can lose their significance due to changed conditions or decreased 
efficiency of the structure and functionality of the policies and procedures. 




