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CHUUK PUBLIC UTILITY CORPORATION 
 

Schedule of Findings 
Year Ended September 30, 2004 

 
 
Finding 2004-01 - Reconciliation 
 
Criteria:  CPUC should maintain an adequate system of accounting and should be able to reconcile its 
general ledger with subsidiary ledgers.  Additionally, bank reconciliations should be prepared monthly.  
Fixed asset ledgers should be constructed that detail CPUC’s fixed assets and support depreciation 
calculations.  Source documents (checks, invoices, cash receipts, etc.) should be on file to substantiate 
accounting transactions.  Source documents are required to be on file through the audit and then for an 
additional three years. 
 
Condition:  CPUC did not maintain an adequate system of accounting during the year.  Bank 
reconciliations were not prepared monthly and subsidiary ledgers were not reconciled with general 
ledger balances.  In some cases, subsidiary ledgers were not maintained, such as for payables and fixed 
assets.  Therefore, CPUC was not able to prepare financial statements that are supported by its books 
and records.  Additionally, source documents were placed in a storage facility that was exposed to the 
elements and virtually no checks, invoices or cash receipts were available to support entries into the 
financial statements. 
 
Cause:  The cause of this condition is primarily due to inadequate accounting assistance, inadequate use 
and understanding of the CPUC accounting software, the absence of monthly closing procedures and the 
lack of adequate filing and document maintenance systems. 
 
Effect:  The effect of this condition is an inability to substantiate financial statement balances, financial 
statement transactions and compliance with laws and regulations. 
 
Recommendation:  CPUC must acquire adequate accounting assistance, must prepare monthly financial 
statements that are supported by its books and records, must ensure an adequate filing and retention 
system exists and must be able to demonstrate compliance with laws and regulations.   
 
Auditee Response and Corrective Action Plan:  We agree with the finding and recommendation.  
Management acknowledges that it has failed to provide an acceptable level of fiscal responsibility over 
CPUC operations during the last several years.  As pointed out in the finding, and as reflected in the 
auditor’s disclaimers of opinions on CPUC’s financial statements, accountability and transparency have 
been significantly impaired. 
 
The board and management of CPUC are committed to changing this state of affairs, but heretofore 
have had only limited success.  A controller that came on board in July of 2005 left in May 2006.  
During this time, bank reconciliations were performed on a monthly basis and a fixed asset register was 
established that ties to the general ledger. Many reconciliation tasks, however, were not performed. The 
failure to maintain adequate accounts receivable and accounts payable subledgers required writing off 
$3-4 million in bad debts and old balances as of September 30, 2005.  Moreover, during the same period 
there was a steady depletion of cash flows to where only diesel fuel and essential personnel could be 
maintained and routine maintenance of the utility plant suffered accordingly.   Necessary purchases of 
computer hardware to support the billing and accounting departments and software maintenance were 
also neglected during this period. Some of the cash flow problems have been alleviated by the 
completion of more cash power installations and by the new electric tariffs that became effective in 
October 2005 but funding accounting priorities continues to be a struggle. 
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CHUUK PUBLIC UTILITY CORPORATION 
 

Schedule of Findings, Continued 
Year Ended September 30, 2004 

 
 
Finding 2004-01 – Reconciliation, Continued 
 
Auditee Response and Corrective Action Plan, Continued:   
 
CPUC management will undertake the following corrective actions to improve its accountability: 
 
• Hiring a new controller by August 2006. 
• Determining whether to upgrade or scrap the existing accounting software and purchase a more user-

friendly package, no later than September , 2006 
• Development of accounting policies and procedures to ensure the monthly preparation of financial 

statements supported by the FMIS; monthly reconciliations of key control accounts with the 
subsidiary ledger balances; the printing and retention of monthly reports from the UtilStar billing 
system to adequately support and track accounts receivable balances;  implementation of internal 
controls over cash and bank deposits to adequately protect cash assets;  proper compliance with laws 
and regulations. 

• Implementation of a new filing system to support access to accounting and billing information and a 
retention policy to ensure records are kept for suitable periods of time. 
 

Management is committed to having these procedures in effect for all of fiscal year 2007 and will 
retroactively reconcile the 2006 accounts as time permits to prepare for the fiscal year 2006 audit. 
 
 
 
 


