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GCIC Building, Suite 810 L\ TO]]_Che ROSS
414 W, Soledad Avenue

Agana, Guam 96910 Auditor's Report on Compliance
Telephone: 477.9041/2 and on Supplementary Information of

; GM
Telex: 6312 TRCO Federal and Local Grant Programs

Honorable Yosiwo George
Governor, State of Kosrae
Federated States of Micronesia

We have examined the general purpose financial statements of the State of
Kosrae as of September 30, 1987, and for the year then ended and have 1issued
our report thereon dated July 12, 1988. OQOur examination was made in
accordance with generally accepted auditing standards; the standards for
financial and compliance audits contained in the Standards for Audit of
Governmental Organizations, Programs, Activities, and Functions, issued by the
U.S. General Accounting Office; the Single Audit Act of 1984; and the
provisions of OMB Circular A-128, Audits of State and Local Governments and,
accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

Our examination was made for the purpose of forming an opinion on the
aforementioned financial statements taken as a whole. The accompanying
statements of expenditures of financial assistance are presented for purposes
of additional analysis and are not a required part of the aforementioned
financial statements. The information in those schedules has been subjected
to tests and other auditing procedures applied in the examination of the
aforementioned financial statements and in our opinion, subject ta and except
for those matters specified in our report on those financial statements dated
July 12, 1988, is fairly stated in all material respects in relation to the
aforementioned financial statements taken as a whole.

The management of the State of Kosrae 1is responsible for the State's
compliance with laws and regulations. In connection with the examination
referred to above, we selected and tested transactions and records from each
major federal financial assistance program. The purpose of our testing of
transactions and records from those federal and local financial assistance
programs was to obtain reasonable assurance that the State of Kosrae, in all
material respects, administered major programs, and executed the tested
program transactions, in compliance with laws and regulations, including those
pertaining to financial reports and claims for advances and reimbursements,
noncompliance with which we believe could have a material effect on the
allowability of program expenditures.

Our testing of transactions and records selected from major federal financial
assistance programs disclosed instances of noncompliance with those laws and
regulations. All instances of noncompliance that we found and the programs to
which they relate are identified in the accompanying schedules of identified
noncompliance and internal control weaknesses (pages 26 through 36).

Touche Ross international
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In our opinion, subject to the effect of the ultimate resolution of the
instances of noncompliance referred to in the preceding paragraph, for the
year ended September 30, 1987, the State of Kosrae administered each of its
major federal financial assistance programs in compliance, in all material
respects, with 1laws and regulations, including those pertaining to financial
reports and claims for advances and reimbursements, noncompliance with which
we believe could have a material effect on the allowability of program
expenditures.

The results of our testing of transactions and records selected from nonmajor
federal financial assistance programs indicate that for the transactions and
records tested, the State of Kosrae complied with the laws and regulations
referred to in the second paragraph of our report, except as noted in the
accompanying schedule of findings and questioned costs. Our testing was more
limited than would be necessary to express an opinion on whether the State of
Kosrae, administered those programs in compliance in all material respects
with those laws and regulations noncompliance with which we believe could have
a material effect on the allowability of program expenditures; however, with
respect to the transactions and records that were not tested by us, nothing
came to our attention to indicate that the State of Kosrae had not complied
with laws and regulations other than those laws and regulations for which we
noted violations in our testing referred to above.

July 12, 1988

RN S

Certified Public Accountants
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Auditor's Report on Internal
(Accounting and Administrative) Controls

Honorable Yosiwo George
Governor, State of Kosrae
Federated States of Micronesia:

We have examined the general purpose financial statements of the State of
Kosrae for the year ended September 30, 1987, and have issued our report
thereon dated July 12, 1988. As part of our examination, we made a study and
evaluation of the internal control systems, 1including applicable internal
administrative controls, used in administering federal financial assistance
programs to the extent we considered necessary to evaluate the systems as
required by generally accepted auditing standards, the standards for financial
and compliance audits contained in the Standards for Audit of Governmental
Organizations, Programs, Activities and Functions, issued by the U.S. General

Accounting Office, the Single Audit Act of 1984, P.L. 98-502, and the
provisions of OMB Circular A-128, Audits of State and Local Governments. For
the purpose of this report, we have classified the significant internal
accounting and administrative controls used in administering federal financial
assistance programs into the following categories: payroll,
purchases/disbursements, treasury/cash management, revenues/receipts, external
financial reporting, types of services, and the Davis-Bacon Act.

The management of the State of Kosrae is responsible for establishing and
maintaining internal control systems used in administering federal financial
assistance programs. In fulfilling that responsibility, estimates and
judgments by management are required to assess the expected benefits and
related costs of control procedures. The objectives of internal control
systems used 1in administering federal financial assistance programs are to
provide management with reasonable, but not absolute, assurance that, with
respect to federal financial assistance programs, resource use is consistent
with laws, regulations, and policies; resources are safeguarded against waste,
loss, and misuse; and reliable data are obtained, maintained, and fairly
disclosed in reports.

Because of inherent limitations in any system of intermal accounting and
administrative controls used in administering federal financial assistance
programs, errors or irregularities may nevertheless occur and not be
detected. Also, projection of any evaluation of the systems to future periods
is subject to the risk that procedures may become inadequate because of
changes in conditions or that- the degree of compliance with the procedures may
deteriorate.

Our study included all of the applicable control categories 1listed above.
During the year ended September 30, 1987, the State of Kosrae expended 84% of
its total federal financial assistance wunder major federal financial
assistance programs. With respect to internal control systems wused in
administering major federal financial assistance programs, our study and
evaluation included considering the type of errors and irregularities that

-3-
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could occur, determining the internal control procedures that should prevent
or detect such errors and irregularities, determining whether the necessary
procedures are prescribed and are being followed satisfactorily, and
evaluating any weaknesses.

With respect to the internal control systems used solely in administering the
other nonmajor federal financial assistance programs of the State of Kosrae,
our study and evaluation was limited to a preliminary review of the systems to
obtain an understanding of the control environment and the flow of
transactions through the accounting system. Our study and evaluation of the
internal control systems used solely in administering these nonmajor federal
finmancial assistance programs of the State did not extend beyond this
preliminary review phase.

Our study and evaluation was more limited than would be necessary to express
an opinion on the internal control systems used in administering the federal
financial assistance programs of the State of Kosrae. Accordingly, we do not
express an opinion on the internal controls systems used in administering the
federal financial assistance programs of the State of Kosrae. Further, we do
not express an opinion on the internal control systems wused in administering
the major federal financial assistance programs of the State of Kosrae.

Also, our examination, made in accordance with the standards mentioned above,
would not necessarily disclose material weaknesses in the internal control
systems used solely in administering nonmajor federal financial assistance
programs.

However, our study and evaluation and our examination disclosed conditions as
presented in the following pages that we believe result in more than a
relatively low risk that errors or irregularities in amounts that would be
material to a federal fipancial assistance program may occur and not be
detected within a timely period.

These conditions were considered in determining the nature, timing, and extent
of the audit tests to be applied in (1) our examination of the 1987 general
purpose financial statements and (2) our examination and review of the State's
compliance with laws and regulations noncompliance with which we believe could
have a material effect on the allowability of program expenditures for each
major federal financial assistance program and non-major federal finmancial
assistance programs. - This report does not affect our reports on the general
purpose financial statements and on the State's compliance with laws and
regulations dated July 12, 1988.

This report is intended solely for the use of the State of Kosrae, and the
cognizant audit and other federal agencies and should not be used for any
other purposes.

July 12, 1988

Noahddma(e.

Certified Public Accountants
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Auditor's Report on Compliance Based on an
Examination of the General Purpose Financial Statements

Honorable Yosiwo George
Governor, State of Kosrae
Federated States of Micronesia:

We have examined the general purpose financial statements of the State of
Kosrae, for the year ended September 30, 1987, and have issued our report
thereon dated July 12, 1988. Our examination was made in accordance with
generally accepted auditing standards and the standards for financial and
compliance audits contained in the Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions, issued by the U.S. General
Accounting Office, and accordingly included such tests of the accounting
records and such other auditing procedures as we considered necessary in the
circumstances.

The management of the State of Kosrae 1is responsible for the State's
compliance with laws and regulations. In connection with our examination
referred to above, we selected and tested transactions and records to
determine the State's compliance with laws and regulations noncompliance with
which could have a material effect on the general purpose financial statements
of the State. :

The results of our tests indicate that for the transactions tested the State
of Kosrae complied with those laws and regulations referred to above, except
as described in the following pages. Those instances of noncompliance were
considered by us 1in evaluating whether the general purpose financial
statements are presented fairly in conformity with generally accepted
accounting principles. With respect to the transactions not tested, nothing
came to our attention to indicate the State of Kosrae, had not complied with
laws and regulations other than those laws and regulations for which we noted
violations in our testing referred to above.

July 12, 1988

G

Certified Public Accountants
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

INTRODUCTION TO COMPACT OF FREE ASSOCIATION
FUNDING, FEDERAL AND OTHER ASSISTANCE FUNDS

For the year ended September 30, 1987

Compact Funds

The FSM  National Government and the Government of the United States
implemented the Compact of Free Association during fiscal year 1987. The
Compact funding replaced the Department of the Interior funding for general
operations received through the TTPI Govermment in previous fiscal years.
Based on the terms of the Compact agreement, the FSM National Government will
receive funding in five year increments over a fifteen year period. The
Compact funding is to be received in four different account classifications;
current  operations, capital projects, block grants, and inflation
adjustments. A mutually agreed upon financial institution was selected as the
trustee of the Compact funding to facilitate the FSM National Governments' and
its four State entities' drawdown requirements. During fiscal year 1987, the
Kosrae State Govermnment submitted quarterly allocation requests to the FSM
National Government for the current account. The current operation funds were
transferred to Kosrae State's designated banking institution based on the
quarterly allocation requests. The capital project funds, which must comprise
at least 40 percent of the total annual allocation, remain with the trustee
institution and are drawndown upon request by Kosrae State. Capital account
funds are transferred in their annual base amounts on the first day of the
fiscal year. Block grant funding was transferred with the initial quarterly
current account allocation request and these funds were then appropriated by
the Kosrae State Legislature in accordance with the guidelines of the
Compact. The United States Government will annually adjust Compact account
funding for inflation.

Pursuant to section 233 of the Compact of Free Association and paragraph 1(d),
Article IV of the Agreement Concerning Procedures for the Implementation of
U.S. Economic Assistance, Programs, and Services provided in the Compact of
Free Association between the Government of the U.S. and the Government of the
FSM, audits of Compact funding shall be performed in compliance with Standards
for Audits of Governmental Organizations, Programs, Activities and Functions,

published by the Comptroller General of the U.S., and the Single Audit Act of
1984. The above states that audits shall be performed in accordance with
Circular A-128, but compliance testing of Compact funding shall not include
specific Circular A-102 attributes and other federal guidelines applicable to
federal program assistance grants, but rather shall be in conformance with
local laws and regulations and the program intent as provided in the Compact
of Free Association.
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Funding Transition Period

With the implementation of the Compact funding during fiscal year 1987, and
the discontinuation of the TTPI government as the primary federal grant
recipient, a transition period occurred between January 1, 1987 and June 30,
1987. During this transition period, federal grant funds were not available
to the State while the role of primary grant recipient was transferred from
the TTPI government to the FSM National Government. Due to the lack of
federal funding for grant programs during this period, the Kosrae State
Legislature appropriated portions of the Compact Block Grant funds to cover
grant program expenditures which would have normally been made. Subsequent to
June 30, 1987, the federal grantor agencies made available the balance of
fiscal year 1987 federal grant funds. Portions of the balance of these funds
were designated as 'GAP Funds' to be wused to reimburse the state for
expenditures made against the appropriated Compact Block Grant funds used
during the transition period.

Federal Funds

The Kosrae State Government remained the subrecipient of several federal grant
programs from U.S. agencies, but pending implementation of the successor in
interest agreements, the role of the primary recipient will transfer from the
TTPI government to the FSM National Government. The Kosrae State Government
may apply to the FSM National Government for grant funds, or may receive an
allocation of funds awarded to the FSM National Govermnment. The award of the
subrecipient grant typically comes in the form of an allotment advice, rather
than a formal notice. The allotment advice will specify any imposed
expenditure limitations. However, the 1limitations are normally represented
solely by object code authorization totals and not by detailed budgets. Prior
to implementation of the Compact, most grant awards were received through the
TTPI. The actual allotment advices were received by the FSM National
Government Budget Office and then sub-allotted to its four component States.
Following the Compact implementation, the grant award is received directly
from the U.S. grantor agency by the FSM National Govermment and sub-allotted
to Kosrae State.

Revenues are recorded and recognized on the basis of expenditures. Drawdowns,
typically occurring after expenditures are recorded, are made upon request by
the Kosrae State Government to the TTPI, or following the Compact
implementation, the FSM National Government.

Although program guidelines may not be specifically referenced in the
allotment advice, subgrantees of federal programs other than Compact funding
must adhere to the same cost principles as the grantee, as stated under the
Office of Budget and Management Circular A-87. Additionally, beneficiaries
and program objectives may not typically depart from the federal purpose, as
may be determined by an Act of Congress, and in accordance with such program
regulations which may be promulgated in the Code of Federal Regulations.

-7-
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Introduction To Special Revenue and Capital Projects Funds

Receipt and wuse of monetary assistance from sources outside the general fund
are accounted for in the following funds:

TTPI Federal Assistance Fund

Other Federal and Direct Assistance Fund

Compact of Free Association Health and Education Grant Fund
Operations and Maintenance (0 & M) Grants Fund

TTPI Capital Projects Fund

Compact of Free Association Capital Project Fund

CFSM Capital Projects Fund

As mentioned earlier, the Compact Block Grant and Compact Capital Project
Funds are administered wunder the guidelines of the Compact of Free
Association. With the exception of a few of the grants in the Other Federal
and Direct Assistance Fund and the CFSM Capital Project Fund, the revenue of
the remaining Special Revenue and Capital Projects Funds 1is derived through
allotments from the TTPI or the FSM National Government for specific
purposes. All TTPI allotments are originally derived from U.S. Congressional
appropriations. As the subrecipient, the State of Kosrae now reports to the
FSM National Government and does not report directly to any other agency. The
CFSM Capital Projects Fund 1is funded by appropriations from the Congress of
the Federated States of Micronesia, while the special assistance grants are
comprised of grants from various U.S. departments and other international
organizations. The State of Kosrae, through the Federated States of
Micronesia, reports directly to the applicable grantor concerning special
assistance grants.

Framework of Compact of Free Association and Federal Grant Accountability

During the period of our examination, the State of Kosrae wutilized an
automated accounting system for the special revenue and capital projects
funds. Transactions were authorized by the administering agencies of the
State and were reviewed and approved by the State's Department of Treasury.
Disbursements and receipts were made and accounting documentation was
maintained by the Division of Finance under the Department of Treasury.

Following the implementation of the Compact, the Kosrae State Government
received its Compact and federal funding through the FSM National Government.
As a subrecipient of federal grant funds, and as required under the Compact of
Free Association, Kosrae State is required to maintain an accurate accounting
of expenditures recorded against these funds. The official accounting system:
utilized to account for the fiscal affairs of the State is the Distributed and
Integrated Local Government (DILOG) accounting system which 1is operated wunder
the authority of the State Department of Treasury.

-8~
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Grantor

TIPI Federal Grants

Dept. of Agriculture

Dept. of Education

STATE OF KOSRAE

FEDERATED STATES OF MICRONESIA
TTPI FEDERAL AND OTHER ASSISTANCE FLND

STATEMENT OF EXPENDITURES OF FINANCIAL ASSISTANE
AD QESTIONED QOSTS, BY GRANTIR
YEAR ENDED SEPTEMER 30, 1987

£ Touche Ross

1987

TTPI Fiscal Year Qestioed Costs
Org.  Subgrant BExperditures Detailed
No. ND. Grat Title Per Adit Amut At Page
6015 WE4DL0  School Food Service $ 300 $ -
6017  KES010 School Food Service 1,640 -
6026  KEA010 Sthool Food Service 263,115 5,049 V)
6034  HESO20 Nutrition Edic. Program - -
€051 Nutrition Edec. Program 4,265 -
6052 School Food Service 128,061 2,970 29
€058 Nutrition Educ. 1,446 -
6060 Chepter 1 & 2 GP 55,386 -

454,313 8,019
6003  KAa40ll Chepter 1 Program 3,861 1,980 2
6004  KA4OZ0 Crepter 2 Progran 986 -
6008  KAS110 Chgpter 1 Program 17,890 -
Al  KAS210 Chepter 2 Program 10,764 -
6012  Kasall Vocatiomal Rehab. Case Swes (10) -
6030  KAGAO0 Vocatiomal Rehab. Admin. 3,597 -
6031  KPsaOD Vocatiomal Rehdh. Case Sves 29,650 -
6032 KA6lD Chepter 1 Program 56,050 -
6033  KAG20 Crepter 2 Program 66,283
6040 KAS200 Irprov. School Climate Proj. 1,280 -
6041  KR63D0 Teacher Training 12,562
6045 ' Teacher Training 40,971 -
6046 Vocatiomal Rehab. Adnin. 25,138 -
6047 Vocatiomal Rehah. Case Swes. 33,605 -
6048 Chepter 2 Program 78,807 -
6049 Chapter 1 Program 5,522 -
6053 Client Assistant Program 2,402 -
6056 Vocatiomal Educ. Program 2,825 -
6057 Educ. Training Program 2,333 -
291,556 1,



FENERATED STATES (F MICRINFSTA
TTPL FEERAL AND OMHER ASSISTANCE FLND, Continued

STATE OF KOE

STATEMENT (OF EXFENDITURES OF FINANCTAL STATEMENTS
AND QESTIONED OOSTS, BY GRANTCR
YEAR ENDED FPTEMER 31, 1987

O Touche Ross

Dept. of the Interiar

Dept. of Labor

1987
TIPL Fiscal Year Questioed Costs
Org. Subgrant Expenditures Detailed
No. No. Grant Title Per Adit Amoutt At Page
6118  Kvaosl Geriatric Health $ 7,006 $ -
6121 Nutrition Program 3,381 -
6123 Kvs8l Info & Ref 6,690 -
6124 K510l Home Delivered Meals &18 -
615  KVS092 Cog. Meals 1,993 -
6127  KveDs0 Aging Support Services 57,242 -
6128 Aging Support Services 19, 364 -
6510  Kv4060 Preventive Health Srv. (1,678) -
6512  KV5020 Family Plamning 2,249 2,249 30
6513  CS5VO7R000 HHS MOHS (43) -
6523  Kv508l Geriatric Health 401 -
6524  KV&D20 Family Plaming 1,825 -
6531 Mother/Child Health Prog. 20,717 1,493 30
6532 Preventive Health 3,799 -
€533 MH 1,708 -
6535 Fanily Plamning 4,756 -
6537 Family Plamning 1,065 -
130,823 3,742
6401 KH3030 Historic Pressrvation (664) -
6402 K020 Historic Preservation (22,954) -
6451 ko Forestry Project 1,156 -
6455 Historic Preservation 23,809 23,6809 30
6456 Historic Preservation 4,411 -
5,558 23,609
6212  KCs040 Title V P 1,815 -
6213 KCA010 Title II-A Serv. Tog. 7,695 -
6214 Title V P 29,52 -
6215 Title IT JPA 92,568 38,568 20
6216 JIPA Program (12,446) -
119,154 38,568

-10-
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
TTPL FEDERAL AND OTHER ASSISTANCE FUND, Continued

STATEMENT OF EXFENDITURES OF FINMNCTAL STATEMENTS
AD QESTIONED COSTS, BY GRANTIR
YEAR ENDED SEPTEMEER 30, 1987

1987
TTPL Fiscal Year Qestioned Qosts
Org. Subgrant Expenditures Detailed
Grantor No. No. Crat Title Per Audit Aot At Pae
TTPI Federal Grants, Oontinued
Dept. of Erergy 6452 Erergy Conservation Prog. $ 6,000 $ 3,100 30
6453 Erergy Conservation Prog. 5,924 2,924 30
6454 Erergy Conservation Prog. 5,500 3,300 20
17,424 9,324
Dept. of Housing ad
Urban Development 6101 HD Adnin. 11 11 3l
6102 KB40 Housing Reno. Loans 24 224 31
6126  KBS010 (0BG Adninistration 4,0% -
6801 Ukownn  Rublic Recreation Bxpansion 14,000 -
6602 KB4 UTWE Bridge Rempvation 2,594 -
6604 KB1010 High School 8,620 -
6605 Auwlic Market 32 -
66806 KBSO20 Housing Reo. & LLoan Ser. 107,315 -
6508 Recreation Facility Admin. 14,268 -
6609 Housing Remo. & Loan Serv. 21,666 -
173,068 245
Enviramental Pro-
tection Agency 6530  KKAD10 A 10,316 -
6534 EPA 2,334 324 3
6536 SxA 12,703 -
| 45,353 334
Total TTPI feceral grants expenditures 1,340,219 85,821
Other Assistance Grants
University of
Hawail 6023 Palm Project 2,562 -
Total other assistarce grants 2,562 -
Total federal and otrer assistance
expenditures $1,342,811 $85,821

Note: The above grants are received in a sub-grantee capacity through the Trust Territary of the Pacific
Islands (TTPI) Govermment ad are accounted for in the Federal Grants Assistance Fud as are other
grants set forth on page 16.

-1



STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
TTPI CAPITAL PROJECTS FUND

D Touche Ross

STATEMENT OF EXPENDITURES OF FINANCIAL ASSISTANCE

AND QUESTIONED CQSTS
YEAR ENDED SEPTEMBER 30, 1987

1987
TTPI Kosrae Fiscal Year Questioned Costs
Account Orgn. Expenditures Detailed
Number Number Grant Title Per Audit Amount  at Page
B38710 3004 Mini-Hydro Power Plant $ 13,971 (B) $ -
3007 Power Plant Expansion 60 (B) -
PGA T-653 3008 Circumferential Road Project
and Road Improvement 1,977,259 (B) -
PGA T-667 3009 Airport Terminal Project 375,648 (B) 56,962 32
PGA T-616 3010 Waste Water Facility 162,497 (B) -
PGA T-661 3011 Dock Warehouse 9,833 (B) -
PGA T-671 3012 POL Storage Facility 10,419 (B) -
3014 Computer Advisor 67,024 (B) 8,029 32
3015 Water System Dev. Project 13,894 (B) -
PGA T-653 8770 Road Construction Project 724,890 (A) 145,200 32
$3,355,495 $210,191
(A) This grant 1is accounted for within the Capital Projects Road Construction
Fund.
(B) These grants are accounted for within the TTG Capital Projects Fund.
Note: The above grants are received in a sub-grantee capacity through the Trust Territory

of the Pacific Islands (TTPI) Government.

-12-
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
OPERATIONS AND MAINTENANCE (O & M) GRANTS FUND

STATEMENT OF EXPENDITURES OF FINANCIAL ASSISTANCE
AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 1987

1987
TTPI Kosrae Fiscal Year Questioned Costs
r - Account Orgn. Expenditures Detailed
: Number Number Grant Title Per Audit Amount  at Page
A371.800M 4201 Personnel services/recruitment $ 24,988 $ -
' A371.810M 4202 Public works new eguipment 1,178 -
A371.811M 4203 Existing equipment/parts 1,055 -
4205 Tools and Parts 32 32 33
r" A371.814M 4206 Hospital equipment/parts 1,962 -
: 4212 Dump Truck 65 -
A371.834M 4216 Village water system 204 -
' - 4218 Engineer Scholarship 3,000 3,000 33
' A371.850M 4219 Raw materials production 23,700 -
A371.860M 4221 Transformer parts 309 -
~ A371.842M 4223 DME training 9,694 1,119 33
f 4228 Engineering positions 128,495 -
i 4229 Facilities maintenance 18,350 14,250 33
4231 Building maintenance 469 -
[ 4232 Equipment 249 -
L 4234 Parts and tools 11,488 -
4235 0 & M training 14,243 -
P - 4236 Hospital equipment/materials 1,816 -
: 4239 Anesthesiologist 3,901 -
‘- 4240 Health services - FY1984 12,179 -
) 4241 Public works - FY1984 37,130 -
P 4243 Supply Warehouse 27,181 -
i 4244 Broadcasting system 6,682 -
4245 Public Works - FY 1985 17,453 -
re 4246 Planning and Statistics '85 9,640 -
L 4247 Public Works Spare Parts 961 -
4248 Governor 0&M 1985 6,694 -
P- 4299 Other Expenditures 8,409 8,409 33
h- $371,527  $26,810

=

Note: The above grants are received in a sub-grantee capacity through the Trust Territory
of the Pacific Islands (TTPI) Government.
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
CFSM CAPITAL PROJECTS FUND

STATEMENT OF EXPENDITURES OF FIMANCIAL ASSISTANCE
AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 1987

1987
Kosrae Fiscal Year Questioned Costs
Orgn. Expenditures Detailed
Number Grant Title Per Audit Amount  at Page
6808 Lelu municipality renovation $ 914 $ -
6809 L.K.I. seawall 2,000 -
6818 Malem farm road/6804 4,105 -
6,824 Finkal - Taf Inpuskusak 981 981 34
6827 Utwe playground 4,000 -
6836 Inside reef channel/6828 1,126 -
6837 Finanpes, Putuk/6829 149 147 34
6839 Farm Road Utwe 3,701 -
6840 Micro Hydro Plant 10,000 -
6842 Lelu farm road 4,450 1,883 34
6844 UTWE bridge renovation (5,177) -
6857 Renovation & landscapping 5,433 -
6858 Malem Seawalls 500 -
6861 Water systems in Malem _ (1,500) -
6863 Malem farm projects 5,044 -
6866 Tafunsak playground 3,000 3,000 34
6868 Tafunsak channel (3,000) -
6870 Panyea & Saoksa bridge 4,100 -
6871 Admin. Cost Project 2,450 -
6876 Lelu municipal office renovation 9,270 -
6878 Lelu Farm Project 3,875 -
sub-total 55,321 6,011
6829 Ext - power & crop damage 1,790 -
6831 Enforcement-national crime code 342 -
6833 Admin costs of communications 529 529 34
6834 Chief Justice (241) -
6847 State court 17,922 -
6848 UTWE municipal 3,806 -
6849 KICA 9,658 - 642 34
6850 Farmers home loan 2,943 2,943 34
6853 Kosrae LMNO office 520 -
6854 Medical referral 4,255 -
6860 Equipment & supplies for Malem 974 -
6869 Tafunsak equipment & supplies 2,712 -
6879 Leprosy preventive program 1,813 -
6882 Congress Delegation 134 -
sub-total 47,157 4,114
halances forwarded 102,478 10,125

-l4-
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
CFSM CAPITAL PROJECTS FUND, Continued

STATEMENT OF EXPENDITURES OF FINANCIAL ASSISTANCE
AND QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 1987

1987
CFSM Kosrae Fiscal Year Questioned Casts
Account Orgn. Expenditures Detailed
Number Number Grant Title Per Audit Amount  at Page
balances forwarded $102,478 $10,125

6883 Census Program 3,964 -

6884 Medical/Dental Supplies 48,683 -

6885 Congress Election 9,582 -

6886 Kosrae Improvement Comm. 325 -

6887 Marketing Board 4,000 -

6888 Vegetable Development 3,007 -

6889 Small Scale Fisheries 3,964 -

6893 Citrus Development 9,881 -

6894 Poultry Development 44 -

6896 Municipal Bldg. Support 857 -

6897 Farm Road Repair 2,675 -

6899 Drainage Project 2,000 -

6902 Farm Road Repair 1,000 -

6905 Farm Road Repair 2,511 -

6906 Farm Road Repair 2,418 -

6909 Walung Farm Road 1,500 -

6913 KICA 12,960 -

6914 Farmer's Coon 8,133 -

6915 Kosrae Delegation . 5,882 -

6918 KSIPC Admin. Cost 462 -

6919 KSIPC Equipment 7,200 7,200 35

6921 State Court 19,237 -

6922 Goodwill Trip 3,000 -

6923 High School Bus Parts 486 -

6924 Kosrae CAP 3,191 -

6926 Newsletter Project 2,000 -

6927 Farmer's Home Admin. 5,845 -

6930 Public Safety 9,405 -

6934 UTWE Bridge Renov. 565 -

6935 KSIPC Equip/Travel 66,760 -

6936 Attorney General 2,071 2,071 35

$346,08_2= $19,396

Note: The above grants are received as a result of appropriations made by the
Congress of the Federated States of Micronesia.

~15-
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STATE OF KOSRAE
FEDERATED STATES (F MICRONESIA
OTHER DIRECT ASSISTANCE FUND

STATEMENT OF EXPENDITURES AND QUESTIONED COSTS
AND BIDGETARY POSITION BY (GRANTOR
YEAR ENDED FEPTEMEER A3, 1987

Grantor/
Accont Title/ Excess(Deficit)
Kosrae Org. No./ Total Prior Year 1987 Total Autharizations  Questioned Costs
Grant Nurber/ Authori- Bperd- Fiscal Year  Program Over Progran Detailed
CFDA Nurber zations itures Bepeditures Bxperditures BExpenditures Aoort At Page

U. S. Dept. of Education:

FY1986 Bilingual
Instruction
Qrg. No. 6027
(008302803
CFDA No. 84.00XC $ 23,680 $ 14,406 $ 3 $ 14,764 $ 8,916 $ -

FY1986 Bilingal
Instruction

Org. No. 6028
G08302803
OTA No. 84.00%C 148,140 105,638 37,920 143,558 4,582 -

FY1967 Bilingual
Toaind
Qrg. No. 6050
GI08302803
CFDA No. 84.00%C 153,358 - 108,351 108,351 45,007 -

Lhited Nations Educational,
Scientific ad Oultural
Organization (UNESCO):

Population Education
Org. No. 6025
TIP/84/P07 '
OFDA No. N/A 10,516 89 3,914 4,763 5,753 -

Uhiversity of Hawaii
Pole and Lire

Fishing Org. No.
3520 8,2% - 7,190 (R) 7,190 1,036 -

Total other direct
assistace grants
expenditures $343,920 $120,893 $157,733 $278,62%6 $ 65,24 $ -

Note: The aove grants are received in a grantee capacity fram the varios grantors. Of the total, $7,190 i

a:contedformtrﬂnthehshemmsRevolvmgFU‘d(A)a"dthebalane($150543)1semo.nted far withi
the Federal Grants Assistance Fund (See p.ll1).
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STATE OF KOSRAE

FEDERATED STATES (F MICRONESIA

OOMPACT OF FREE ASSICIATION, VARIOUS FUNDS
(CFDA ND. 15.875)

STATEMENT (F EXPENDITURES AND QUESTIONED OOSTS

AND BIDGETARY POSITION BY GRANTIR
YEAR ENDED SEPTEMERR 30, 1987

Kosrae Total
Grantor/ Crgn. Authori-
PAoocont Title N.ber zations

1987

Fiscal Year

L Touche Ross

Excess(Deficit)
Authorizations  Questiored Costs
Over Program Detailed

Expenditures Expenditures Aont At Page

Section 211A, Capital Account:

Fish Processing Plant 3102 $ 270,000
Frusma Ory Dock 3103 450,000
Elem. Classroan Constr. 3104 120,000
Citrus Expansion 2105 56,000
Indust. Parkk Ph. I 3106 340,000
Marpower Dev./Train. 3107 185,000
Cam. Action Adnin. 3108 41,500
Prod. Dev. Loan Fud 3110 150,000
Land Acquisition 3112 135,000
Total Compact of Free Association

Capital Projects Fud - Section

211 $1,747,500
Section 211A, Qurrent Account $3,284,400
Section 217, Ourrent Account $ 722,568

L2 4

-

S.gBralR
REERREN

Eg

e
!F
o
:

$ 83,075
212,197
56,594
21,934

95,885
34,314
50,000
12,173

-
|

3
I

-
I

3
t

Note: These funds are made available by Title Two, Article I, Section 211

of the Campact of Free Association.

Tre Fuds are dishursed through the Office of Territorial and Intermatiomal Affairs (OTIA), Department
of the Interior ad bear OFDA No. 15.875. The Natiomal Goverrment receives all grat awards on behalf
of the FM ad the reallots such to the component States.
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D Touche Ross
STATE OF KOSRAE
FECERATED STATES OF MICRONESIA
COVPACT OF FREE ASSOCIATION HEALTH AND MEDICAL
REFEFRRAL. PROGRAM SECTION 216 (a)(2) (COFDA ND. 15.875)

STATEMENT (OF EXFENDITURES AND QUESTIONED COSTS
AND BUDGETARY FOSITION BY GRANTOR
YEAR ENDED SEFTEMEER X0, 1987

Excess(Deficit)

Kosrae Total 1987 Autharizations  Questioned Costs
Grantar/ Oragn. Authori- Fiscal Year Over Program Detailed
Accont Title Nuber zations Experditures BExpenditures Amout At Page
Medical Referrals 6350 $112,122 $352,92%6 $(240,804)  $240,804 35
Total Cowpact of Free Association
Health and Medical Referral
Program - section 216(a)(2) $112,122 $352,926 $(240,804)  $240,804

Note: These fuds are made available by Title Two, Article I, Section 216
of the Campact of Free Association.

Tre Fuds are disaursed through the Office of Territorial and Intematiomal Affairs (OTIA), Department
of the Interior ad bear CFDA No. 15.875. The Natiomal Goverrmment receives all grant awards on behalf
of the FM ad the reallots such to the camporent States.
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STATE OF KOSRAE
FEDERATED STATES OF MIORONESIA
COMPACT OF FREE ASSOCIATION SOHLARSHIP PROGRM
SECTION 216 (a)(3) (CFDA ND. 15.875)

STATEMENT OF EXFENDITURES AND QLESTIONED COSTS
AND BUDGETARY POSITION BY GRENTOR
YEAR ENCED SEPTEMEER 30, 1567

famrmrean
'

Excess(Deficit)
Kosrae Total 1987 Adthorizations  Questioned Costs
Grantor/ Orgn. Authori- Fiscal Year Over Program Detailed
Accont Title N.tber zations Bxpenditures Expenditures Font At Page
Scholarships 6551 $155,900 $48,552 $107,348 $ -
Total Compact of Free Association
Scholarship Program - section
216(a)(3) $155,900 $48,552 $107,348 $ -

Note: These funds are made available by Title Two, Article I, Section 216
of the Compact of Free Association.

Tre Fuds are dishursed through the Office of Territorial and Intermational Affairs (OTIA), Department
of the Interior and bear CFDA No. 15.875. Tre Natioral Goverrment receives all grant awards on behalf
of the FIM ad the reallots such to the comporent States.
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA
OOMPACT OF FREE ASIOCIATION HOOK GRANT
FUND - SECTION 22L(b) (OFDA NJ. 15.875)

STATEMENT (F BEXFENDITURES AND QUESTIONED COSTS
AND BUDGETARY POSITION BY GRANTIR
YEAR ENDED SEPTEMEER 20, 1987

Excess(Deficit)
Kosrae Total 1987 Authorizations  Questioned Costs
Grantar/ Orgn. Authori- Fiscal Year Over Progran Detailed
Accont Title Nuber zations Experditures BExperditures Aot At Page
Education 6151 $755,000 $500,228 254,772 $18,852 36
Aulic Health 6171 120,000 132,203 (12,203) 12,203 36
Total Compact of Free
Association Block
Grant Fud - Section
21(b) $3875,000 $632,431 $202, 569 $31,055

Note: These funds are made available by Title Two, Article II, Section
221 of the Campact of Free Association.

The Fuds are disbursed through the Office of Territorial and Intematiomal Affairs (OTIA), Department
of the Interior ad bear OFDA No. 15.875. The Natiomal Govermment receives all grat awards on behalf
of the FM ad the reallots such to the component States.
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L STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

5 SCHEDULE OF PROGRAMS SELECTED FOR

EXAMINATION IN ACCORDANCE WITH OMB CIRCULAR A-128
YEAR ENDED SEPTEMBER 30, 1987

The following 1lists specific grants selected for detailed compliance testing

;T in accordance with applicable OMB Circular A-128 standards.

Fiscal Year
re TTPI Kosrae 1987
g Grantor Grant No. Org. No. Description Expenditures

TTPI Federal Grants Fund

L Dept. of
’ Agriculture 6015 School Food Service $ 300
P 6017 School Food Service 1,640
T 6026 School Food Service 263,115
‘- 6052 School Food Service 128,061
?V Total TTPI Federal Grants Fund major programs 393,116
TTPI Capital Projects Fund
Dept. of the
Interior T-653 3008 Circumferential
r Road Project 1,977,259
T-667 3009 Airport Terminal
Pro ject 375,648
T-653 8770 Road Construction Proj. 724,890

Total TTPI Capital Projects Fund major programs 3,077,797

2]~
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

SCHEDULE OF PROGRAMS SELECTED FOR

O Touche Ross

EXAMINATION IN ACCORDANCE WITH OMB CIRCULAR A-128, CONTINUED

YEAR ENDED SEPTEMBER 30, 1987

TTPI Kosrae
Grantor Grant No. Org. No. Description

Office of Territorial and International Affairs,
Department of the Interior, CFDA #15.875:

Compact of Free Association, Section 211(a) Current Account
Compact of Free Association, Section 217 Current Account

Compact of Free Association Block Gfant, Title Two,
Article I, section 221(b)

Compact of Free Association Capital Project Fund,
Title Two, Article I, section 211

Compact of Free Association Health and Medical, Title Two,
Article I, Section 216 (a) (2)

Compact of Free Association Scholarship, Section 216 (a) (3)

Total CFDA #15.875
Total programs selected for examination
Total federal grant assistance expenditures

Percentage of grant assistance expenditures tested

22«

Fiscal Year
1987
Expenditures

$ 3,284,400

722,568
632,431
1,061,328

352,926

48,552

_6,102,205

$ 9,573,118
$11,318,667

84%
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

SUMMARY OF QUESTIONED COSTS
YEAR ENDED SEPTEMBER 30, 1987

Kosrae CFDA Detailed
Grantor Org.No. No. Description Amount  at Page
Dept. of Agriculture 6026 N/A School Food Service $ 5,049 29
6052 N/A School Food Service 2,970 29
Dept. of Education 6003 N/A Chapter 1 Program . 1,980 29
Dept. of Health and
Human Services 6512 Family Planning 2,249 30
6531 Mother/Child Health Prog. 1,493 30
Dept. of the Interior 6455 Historic Preservation 23,609 30
Dept. of Labor 6215 Title II JTPA 38,568 30
Dept. of Energy 6452 Energy Conserv. Prog. 3,100 30
6453 Energy Conserv. Prog. 2,924 30
6454 Energy Conserv. Prog. 3,300 30
Dept. of Housing and
Urban Development 6101 HUD Admin. 11 31
6102 Housing Reno. Loans 234 31
Environmental Pro-
tection Agency 6534 EPA 334 31

Total TTPI federal and other assistance grants

questioned costs 85,821
Balance forwarded 85,821

-23.
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

SUMMARY OF QUESTIONED COSTS, Continued
YEAR ENDED SEPTEMBER 30, 1987

Kosrae CFDA
Grantor Org.No. No.

Balance Forwarded

TTPI Capital Projects Fund

Dept. of the Interior 3009
3014
8770

Total TTPI Capital Projects fund questioned

0&M Grants Fund

TTPI 4205
4218
4223
4229
4299

Total O&M questioned costs

CFSM Capital Projects Fund

CFSM 6824
6837
6842
6866
6833
6849
6850
6919
6936

Total CFSM Capital projects fund questioned

Balance forward

Description

Airport Terminal Proj.
Computer Advisor
Road Const. Proj.

costs

Tools and Parts
Engineer Scholarship
DME training
Facilities Maintenance
Other Expenditures

Finkal-Taf Inpuskusak
Finanpes, Putuk/6829
Lelu Farm Road
Tafunsak Playground

Admin. Costs of Commun.

KICA

Farmers Home Loan
KSIPC Equipment
Attorney General

costs

Y

D Touche Ross

Detailed
Amount at Page
$ 85,821
56,962 32
8,029 32
145,200 32
210,191
32 33
3,000 33
1,119 33
14,250 33
8,409 33
26,810
981 34
147 34
1,883 34
3,000 34
529 34
642 34
2,943 34
7,200 35
2,071 35
_19,39
342,218



D Touche Ross

STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

SUMMARY OF QUESTIONED COSTS, Continued
YEAR ENDED SEPTEMBER 30, 1987

Kosrae CFDA Detailed
Grantor Org.No. No. Description Amount  at Page
Balance forwarded $342,218
Compact of Free Association
Health & Medical Referral
Program - section 216(a)(?2)
Compact of Free
Association 6350 15.875 Medical Referrals 240,804 35
Total compact of Free Association Health & Medical Referral '
Program - section 216(a)(2) 240,804
Compact of Free Association
Block Grant Fund - section 221(b)
Compact of Free
Association 6151 15.875 Education 18,852 36
6171 15.875 Public Health 12,203 36

Total Compact of Free Association Block Grant Fund - section 221(b) 31,055

Total questioned costs $614,077
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A Touche Ross

STATE OF KOSRAE
FEDERATED STATES (F MICRONESIA

SHDULE OF IDENTIFIED NON-OOMALIANCE AND INTERNAL CONTROL WEAKNESSES

YEAR ENDED SEFPTEMER 20, 1987

GENERAL NON-OOMPLIANCES AND INTERNAL CONTROL WEAKNESES

Firencial Managament

Finding

Based on responses by program adninistrators to a qgestiovaire on
proced.res and controls used to adninister federal grant programs, there
gppears to be mo formal system established by Kosrae State or the
individal departments to ewure that OB Circular A-102 compliace
requirements are understood and are being met.

Recamendation

We recammend Kaosrae State tdee immediate action to ensure that adequate
preventive ad detective ocontrols are established at the appropriate
department  lewvels, to ensure OMB Circular A-102  requirements are
uderstood ad are being adhered to.

Firg

Timely recociliations are not performed between the program lewel
acconting records ad Kosree State Division of Fimances' accouting
records, as evidenced by material discrepacies between program level
records and the subledger status repart 132-P produced at the Division of
Finance.

Recammendation

As the Federated States of Micronesia ad Kosrae now have complete
respansibility for Federal grant administration, we recomend that some
effort be madke in training ad making progran menagers aware of that
responsibility. Training should foous on those areas where we have  fourd
weakesses, namely dooumentation of  comliace requirements ad
recociliation of finacial reports.

Finding

Tre departments do mot on the whole maintain updated recards of fixed
assets apquired with federal fuxds. Based on auxdit procedres performed
at the State's Property Mamagement Division mo effective system is being
followed to acoount for the State's fixed assets in gereral, let aloe
attempting to account for assets prooured with federal funds.

Recomrendation

Departments which received federal grants should dbtain necessary
detailed fixed assets records acquired through use of their respective
federal grants. Trese assets should be periodically inventoried. All
asset celetions should be properly surveyed in accardaxce with sgpplicable
federal guicelines.

-%~
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STATE OF KORAE
FEDERATED STATES OF MICRONESIA

SCHEDLLE OF IDENTIFIED NON-COMALIANCE AND INTERNAL OONTROL WEAKNESSES, CONTINLED
YEAR ENDED EPTEMBRR 20, 1987

GENERAL NON-OOMPLIANCES AND INTERNAL CONTROL WEAKNESTES

Firg

4. Per review of disbursement supporting documentation, accounts payable
disaursament vouchers (AV's) were ot  adthorized by  appropriate
department of finance persorel in 20 out of 138 transactions tested.
Although additiomal controls sppear adequate to prevent an unasthorized
disbursement of funds, uauthorized imput into the autamated accounting
system could result.

Recomendation
ALl AV's should be properly reviewed for acconting propriety hy

aopropriate mamagaent persoel and so indicated by an authorizing
signature.

Firi

5. Irdividml grant progran administrators do not always receive on a
regular basis repart 132-P produced by the Division of Finace.

Recamendation

Grant progran adninistrators should request copies of report 132-P from
the department of finance federal grant mamagers on a monthly basis ad
recocile their accounting records to this report.

Firg

6. Spending authorizations reflected on the 132-P report did not reconcile
to the FIM ad the State of Kosrae Budget Office allotment advices as of
Septamber 30, 1987. Failure to recocile these budget levels limits
efficient managament of federally assisted programs which could result in
gestioned and possible disallowed costs.

Recarmendation

Funds alloted to the State of Kosrae via the FSM Natiomal Goverment
shauld be recorded in the accounting system won their receipt by the
budget office. As these fuxdks are alloted to their respective
departments/programs, copies of the allotment advices should be forwarded
to the departments/agencies and to the Finance Office. Periadic checks
of the 132-P repart should be performed by the Budget Office to ensure
that all funds received ad alloted have been properly recorded.
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STATE OF KOSRAE
FEDERATED STATES OF MICRINESIA

SHDULE OF IDENTIFIED NON-OOMALIANCE AND INTERNAL OONTROL WEAKNESSES, CONTINJED

YEAR ENDED SEPTEMERR 20, 1987

GENERAL NON-OOMPLIANCES AND INTERNAL OONTROL WEANESES

Finding

The State has no formal proouremernt procedres dooumented. Althouh
competitive bid solicitation procedures were found to have been pursed
in some proourement transactions tested, the procedure was followed
inconsistently and for some material construction cotracts and equipment
procurement there was no evidence of competitive bid solicitation.

Recommendation

The State dhould take action to establish and formally document
procurerent procedires.  Quidelires for competitive bid  procurement
should he included. These procedures will assist the State with an added
cotrol over the use of pblic fuds.

Findt

Tre State of Kosrae receives Federal and other assistace grants through
the TIPI and the FSM Natiomal Goverrment without CFDA numbers.

Recommendation

Steps should be tden to ensure that the State of Kosrae dbtains both the
CFDA rurbers and regulations for each Federal program the State receives.



STATE OF KORAE
FEDERATED STATES OF MICRONESIA -

O Touche Ross

SHDULE OF IDENTIFIED NON-COMPLIANCE AND INTERNAL OONTROL WEAKNESSES, CONTINLED

Grantor

TIPI Federal Assistance Fud

U.S. Dept. of
Agriculture

U.S. Dept. of
Education

School Food Servioes
Orgs. 515, A)17
8026, 6052

School Food Services
Org. 6026

Schoal Food Services
Qrg. 6052

FY 1985 Crepter 1
Org. 6003

YEAR ENCED EPTEMER %0, 1987

Identified Non-Comliance
ad Intermal Control Weaknesses

Based on a sample of 138 trasactions for a
a total of $2,987,787, we foud the following

following exoeptions:

Based on testing of four months out of the school
year ad two schools tested per month, none of the
daily meal count reports for individmal schools
agreed to the monthly reimbursement request summary
report sumitted to the FM Natiomal Goverment
office for the School Food Services Feceral Grant

Program.

Two expenditure transétions were qeestioed de to
lack of verdor invoice suppart.

P.0.# AV # Amount
P10882 016935 $2,805
P13499 020603 2,244

Ore experditure transation was questioned de to
the lack of vendor inwoice suyport ad the other is
de to the lack of dooumentation support.

P.0.# AV # Anant
P15356 022485 $2,805
P13873 021133 1,050

Total expenditures exceed total authorization.

Questiored

$ 5,049



STATE (F KOSRAE
FEDERATED STATES (F MICRONESIA

L Touche Ross

HEDULE OF IDENTIFIED NON-OOMPLIANCE AND INTERNAL CONTROL WEAKNESSES, CONTINUED

Grantor

Program

TIPI Feceral Assistance Fud

U.S. Dept. of

Health ad
H.aman Ser-
vices

U.S. Dept.
of

Interior

U.S. Dept.
of Labor

U.S. Dept. of

FY 1985
Family Plaming
Org. 6512

Mother/thild

Health Program
Org. 6531

Historic
Preservation
Org. 6455

Title II JPA
Org. 6215

YEAR ENDED SEPTEMBRR 30, 1987

Identified Non-Comliance
ad Intermal Control Weasknesses

Tatal experditures exceed total authorization.

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

Erergy Conservation

Program
Org. 6452

Tatal expenditures exceed total authorization.

Erergy Conservation

Program
Org. 6453

Total expenditures exceed total authorization.

Erergy Conservation

Program
Org. 6454

Total expenditures exceed total authorization.

Questiored

$ 2,249

’_.d
=
&

l.u
N
N

3,10

2,924
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STATE OF KOSRAE
FEDERATED STATES (OF MICRONESIA

D Touche Ross

SCHEDULE OF  IDENTIFIED NON-COMPLIANCE AND INTERNAL CONTROL WEANESSES, CONTINED

YEAR ENDED SEPTEMEER 30, 1987

Identified Non-Oaorpliance
Grantar Program ad Intermal Control Weddesses
TTPL Federal Assistance Fud
U.S. Dept. of
Housing & Urban
Development HD
Adninistration
Org. 6101 Total experditures exceed total authorizations.
Housing
Renovation Loans
Org. 6102 Total experditures exceed total authorizations.
U.S. Enviromental
Protection
Agercy EPA
Org. 6534 Total experditures exceed total authorizations.

Total TTPI Federal Assistace Fund Questioned Costs

2]

Questioned

’




ey
‘

o
v

O Touche Ross

STATE OF KORAE
FEDERATED STATES (F MICRONESIA

SHEDULE OF IDENTIFIED NON-COMALIANDE AND INTERWAL OONTROL WEAKNESSES, CONTINLED
YEAR ENDED SEFTEMBR 30, 1987

Identified Non-Caompliance Questioned
Grartor Program ad Intermal Control Weaknesses Costs
TTPI Copital Projects Fud
TPL Ciraunferential Road
Project FGA T-653
Org. 3008 Based on procedures performed to reconcile accounting

records at the State's Division of Construction Marage-
ment with those at the Department of Finance for Org.
3008 and Org. 8770 (force account agresment with Kosree
State Dept. of Ablic Warks) material ureconciled
differences were evident.

Airpart Terminal
Proj. FGA T-667
Org. 3009 Per review of supporting docuventation, chedk #1182

was disbursed against contract 03366, Water System

Improvement Design, and charged to the Airport

Termiral Project $ 56,962
Computer
Advisor
Org. 3014 Total expenditures exceed total authorization 8,029
Road Construction
Project
FGA T-653
Org. 8770 Based on procedures performed to recocile acoounting

recards at the State's Division of Construction

 Management with those at the Department of Fimance

for Org. 3008 and Qrg. 8770 (force account agreement

with Kosrae State Dept. of Public Warks) material

unreconciled differences were evident.

There was no evidence of competitive bid procurement

for the following transactions: ‘

FO# Cedk# Anount

14022 14%6  $19,800

115 13204 41,800

10415 13135 41,800

10415 12759 41,800

145,200

Total TTPI Capital Projects Fund Questiored Costs $210,191

-3-



STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

A Touche Ross

SCHEDULE OF IDENTIFIED NON-COMALIANCE AND INTERNAL OONTROL WEAKNESSES, OONTINLED

YEAR ENDED SPTEMER A, 1987

Identified Non-Compliance

Grantar Program and Intemal Control Weaknesses
Operations and Mainterace
Grant Funds
Dept. of the
Interior Tools ad
Parts
Org. 4205 Total expenditures exceed total authorization.
Engineer
Scholarship
Org. 4218 Total expenditures exceed total authorization.
M
Training
Qrg. 4223 Total experditures exceed total authorization.
Facilities
Maintenace
Org. 4229 There was no evidence of cometitive bid procurement
far the following transaction:
PO # Check #  Amont
06678 13449 $14,250
Other
Expenditures
Org. 4299 Total experditures exceed total authorization.

Total 08 Grant Funds Questioned Costs

Questioned
Costs

3,000

1,119

14,250
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goees

Grantor

Program

CFM Capital Projects Fud

M

Final-Taf

Inousiausak
Qrg. 6824

Finarpes,
Autiuk
Qrg. 6837

Lely farm
Road
Qrg. 6842

Taflnsak

Playground
Qrg. 6866

Adnin. Cost
Camunications
Org. 6833

KICA
Org. 6849

Farmers
Hame Loan

STATE OF KORAE
FEDERATED STATES OF MICRONESIA

YEAR ENDED EPTEMBERR 20, 1987

Identified Non-Compliance
and Interral Control Weaknesses

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

Total expeditures exceed total authorization.

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

Total expenditures exceed total authorization.

sub-total

O Touche Ross

SCHDULE OF IDENTIFIED NON-OOMALIANCE AND INTERNAL CONTROL WEAKNESSES, OONTINUED

Questiored

147

1,883

3,000

529

‘_r\)
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STATE OF KOSRAE
FEDERATED STATES (F MICRONESIA

SHDULE OF IDENTIFTED NON-COMPLIANCE AND INTERNAL CONTROL WEAKNESSES, OONTINED
YEAR ENDED SPTEMER 20, 1987

Identified Non-Campliance Questiored

Grantar Program ad Intemal Control Weakresses Costs
OFIM Capital Projects Fud

KSIFC

Equipment

Org. 6919 Total expenditures exceed total authorization. $ 7,20

Attormey

Gereral

Org. 6936 Total experditures exceed total authorization. 2,071

Total OFM Capital Projects Fund Questioned Costs $19, 6
U.S. Dept. of the Interiar
CFMA #15.875, Campect of
Free Association Health
ad Medical Referral Program
Article I, section 216(a)(2)

Medical

Referral

Org. 6350 Total experditures exceed total authorization. $240,804

Total Campact of Free Association Health and Medical Referral Program
Section 216 Questiored Costs

:
2
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STATE OF KORAE
FEDERATED STATES (OF MICRINESIA

D Touche Ross

SCHEDULE OF IDENTIFIED NON-COMALIANCE AND INTERNAL OONTROL WEANESSES, OONTINLED

YEAR ENDED SEPTEMERR 30, 1987

© Identified Non-Campliance
Grantor Program ad Intermal Oontrol Weakresses

U.S. Dept. of the Interiar
CFDA #15.875, Campact of
Free Association Block
Grant Fund, Article II,
Section 221(b)

Education

Org. 6151 Per experditure testing, associated vendor invoices
could not be located to suppart the following dis-
bursement amounts:

FO# Chedk# Amout

1492 14550 47,200
15712 14552
15611 14423
1592 14081
15083 14015
14958 13772

ul—‘l\)l—‘w
SRR

;

RAuwblic Health
Org. 6171 Total experditures exceed total authorization.

Total Campact of Free Association Block Grant Fund Section 221
Qestiored Costs

Total Questioned Costs

Ruestiored

$18,852
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STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

RESOLUTIONS OF PRIOR YEARS' QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 1987

A Touche Ross

following questioned costs, per the September 30, 1986 audit report, have
been resolved as follows:

Questioned costs resulting from expenditures in excess of authorizations
have been resolved as the TTPI did not reimburse the State of Kosrae for
these TTPI federal grants fund expenditures.

Questioned costs resolved:

Kosrae
Org. No.

6509
6510
6513
6207
6502
6401

Questioned costs
extended.

Federal Grants:
6016
6022
6118
6120
6402
6604

Capital Projects:
3001
3010
3011
3012

Program Title

Continuing Education for Nurses
Preventive Health

HHS MCHS

Title V SCSEP

Consolidated EPA

Historic Preservation

for which the allotment authority was

Nutrition Education
Client Assistance Program
Geriatric Health
Geriatric Health

Historic Preservation
High School

Kosrae Road Construction
Waste Water Facility
Dock Warehouse

POL Storage Facility

-37-

Amount

$ 6,084
2,188
26,085
263
1,633
664

36,917

located

2,991
509
262

3,976

21,614

26,017

55,369

1,008
63,044
1,210

8,510

73,772

or
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L Touche Ross

STATE OF KOSRAE
FEDERATED STATES OF MICRONESIA

RESOLUTIONS TO PRIOR YEARS' QUESTIONED COSTS, CONTINUED
YEAR ENDED SEPTEMBER 30, 1987

Questioned costs resulting from lack of proper supporting documentation
have been resolved as Kosrae State was able to subseguently produce
adequate documentation.

Kosrae
Org. Na. : Program Title Amount
Federal Grants:

6017 1985 School Food Services $ 2,085

6026 1986 School Food Services 4,708

6008 Chapter I FY1985 ' 6,562

6032 Chapter I FY1986 6,643

6606 Housing Rehabilitation and Loans 921

6606 Housing Rehabilitation and Loans 2,505
23,424

Capital Projects:

3008 Circumferential Road 526
3009 Airport Terminal 291
3009 Airport Terminal 1,206
3009 Airport Terminal (partial resolution) 748

2,771

Direct Assistance:

6027 Bilingual Education 3,984
Total questioned costs resolved 196,237
Total questioned costs as of September 30, 1986 497,662
Unresolved questioned costs $301,425
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