$% & '(&" ") $%




+%, - &# - %. I/ 01023
&4 103 5 16 157 41035 27
* %$8!4 1035 117 9 &4 L PELIN(&) $% 59

|
(<"$4 = >%:$. 911$ %! $%$. 1$) $%!
e " #
$ % & ' | () L AR S -
" /[ "0 0 1 & "0
o ! " & " "0
" - 2 " 0
33, #- - 4 51
\ 5 | i .
6" 7+ %6 7+& !
I+ % " ( ( &'! 0
L -
! ' 4 0
" LR B N ) " &
8 " 0 "0 0o !
" " ! | " "o

oo 9 - oo
0 mon -
" "0 0 67+ !
n ' - 2
- ' 0 I 0 -
! "0 6"
I+  %6+& 67+ | o g
! n
meooo " 6+ 67+ -
- 0
6" 4 ! ! " + 4+
A
<

1 6 += 67+ A



"% 8 3% & (&) %

=>%$  9!l$ %I$%S$. !'$) $ %!
1% $ %
+8  *
S
B@ DA -eomemme e
1= R
T 1T
B B 5. - e
5$65$? 7; . $6+5.$
I D8 ! + 9 " e S ,
; e e
I D 6 $5 " 0 o — (
1,D " 2 —— 3
: |
+ $65
+"  5D; " " S —
+" 55D .$+F " O —— )
+"  555D; " 6 [ .

$+5.$+B #8B5 +#65..4 . $

$+ $+ +$6 + +>$.2B6? $



"% 8 3% & (&) %

= >0 $. 911% %!$%S$. !'$) $ %!
1% $ %
+*2@
# $ % & 6"
+ %6 +& 0 " "
- "% & # $ %HP&- o 0
1 ! - 6 n
o ' 006 :& ' % &
+ '+ G 6 ' -
I A 0 0 4 " M "
! ( *0p" 4" *Q.
(& 3A%N3&/ $% NH+)BS= /DS
9%'1$
N6 =
"& %3$ & +)B $ %$& /NS +\B$
( H )33 H(* H G))
) (. (= (3)* %) 3*&
* (*) 3) D B R Bl
H *3) )* H:3 ) H,)*
+" ' 8! 8< +' + 6
A 16" 7+ %6 7+& '
$' ) '0 ! " "
n 4 -
L I 6°
%6% & 67+ . DO < 6%
6; 9
G [ - '
I " P -
" I ! o % &
E n I " 67+0
+C *
1 0 n n n
! ! 2 1 6- 'O/ "0
0 1
& "0 o ! " "
& " "0 " -
*
o ()" -



%% $N& (&) $%

= >0 $.

% n

&0

33:

%!$%$. !|$)

$ %!

(%&

| 33)%;"

D3*&- 2



"% $% & (&" ) $%

=>0%$  911$ % $%S$ %) $ %!
1%$ %
@D *
NB3 +'B$ '$% E$%! = /1$
"0 '+ % +& !
«C )" !
) Pt ( )+ 0
"l 9 " I !
! + " #$ 0
" 10 9 +
( )0 '"-2
(" I 0
? E -
+ ! " !
| $ | + " n |
I I $ 2 ' I 6"
""" -8 6" ' -
6+ 4 I I
0 I 6+6 - 67+ 0
" ! ! " E
6+ +
? E +
8 ! c »)'=" I !
)O " H) 3* ! ) 4
0 H(,(* 8 H(3)* O J
I -+ 0 "l 9 " I !
; ! 0
1o ' o -+ omr H) #$
0 6+ $' (
@ )0
I-
8 | [ ' | | (
to " 0
10 ), ¢ ="
) 1o ), ( 3
)' H! (* ( H(133
) ! ! 0 "l 9
! I - v !
! ()
+ ( )o
' " I ! 0 !
6%
I I _5 O n

)0



"% 8 3% & (&) %

= >0%;$. 91'$  %!$%S$. '9$) $ %!
1% $ %
H* - ( Hox» )-+ H:33 *30
( H)( ) "
o " ( ) H3 H*» " '-
0 Fees ! " P
& A=/YB(F %$&/ $% ) +)B$ )*$B%
% $ %! %:;
&&8%3$$ )
g )
"& =61 %=))$%
_ *$B%F +)B$ 88%$$)  LI1) +)B$ $. %
( H (3%, H (3 %(, H, ( H * H
7 ) ()( %, ) (& )
+ , (% %, (*:&
7" 3 3 , 3% % 3*& 3
' Lo L), J* N
%$ & 151-002 15 -002 15-5 1 -1 G25-23
) )(*33 X )*(
7 3* 3* (3 %, & 3*
+ (,33 %( ,33&
7" ; 5w %3 **(& .
: ): ) 2 3): A
1 %$ & 5- 5- 0-12 1-0 23-
$ '8! 8< G6 + 6' 8! 67+
6 + I# 6 $ 6 7+-
C (# " 8 $ ? l#
4 " 6% 0 ?
E -5 ( "
" ' H)*) - H: H ! '
I 0 " G-1 -
< ? E + %K %
& " (
& 4 D ))* ))+ , ** ** - , &_
"o " ! 0
o re- " " ! 3:"
- T
6+ "0 0 ! !
E / ' -
0 "l 9 ! E 0 ol
o/ - o < '
0 " ! -

1
= 61)

% $ %!
%=)) $%
$. %l

H

%, ) (&
%, (*:&
% 3*&
21
3-05

%, &
%( ,33&
%3 **(&
3):



0" %5 $% & (&" )%

=>0%:$  9!ll$ %I$%S$. !$)
1%$ %
1o 1& #$
= & E " E
( )& 6+ !
| = :&67+ " 9
o= (& ;0 30<!
3o N T SR P
| "ot |
| 1 0 I -
2 6+ 1
- 0 ! E 1 |
E =
- | | | |
? =
- | | l 0
| | =
- | 0 -
2 67+ 1
- < mmom #$
- !
0
$ =
- | | | E <
9 -
NIB_ "N ( 91$ %S$ !
*069/& I" > $. H 913
0 | + :
- E 0 !
-8 0! E
< | -
$ v |+ E
! 9 - 2 ( " "
L LHpFxQ S E
0 R " IH, ) O

$ %!

I$

ob*"



"% 8 3% & (&) %

9!1$
1% $ %

+AS$ #

! I'H*()O0 "
5/1"1$ ! -
+A $' ) '

| 2 )

12
I 1H: *0
- 3/ "1$

E

0

- % .,& " IH (
- " 'H,* 0
-$ 'H 2 0
- %& 'H,)),0

%)& " "
_— 32/ "1$

%!$%$. !'$)

$ %!

I'H,) )3

"0 G -
% ;&
5I
0
!
!
1
+A - "
!
67+ -
wow |
/
!ll
/
" -0 D
I'H,( )0



0" %5 $% & (&" )%
=>%:$  9!l$ % $%S$. !$) $ %!
1% $ %

H33: 0 ! ! !
0 ! I -

< -2 n
! 'H(,)0 o """ 11 -
! 0/"1$ ' SR 1

- % :& " IH )*0
o ™" " E ! <- 0
! 0 " E O
‘0 -
- D % ,& " I'H ( o "™
"0 ! <- % /
0 &

D "I 9 1#22 %

#34 " " "
0 " -2 "
I H) " "
- "1

- % & 'H *:
[ -
- 0OD! % & " 'H (, "
n 4 -
- + n H(O n O




>0: $.

"% 8 3% & (&) %
911$  %!'$%S$. '$)
1%$ %
H ( ' 0

$ %!

o """ e =

" "D 9 ! -
G " S

! "D 9



"% 8 3% & (&) %

= >0 $. 91'$  %!$%S$. '9$)
1% % %
'E !
" 0 E E
2 67+ +
1 '0 "
D" -
NDIB5 %I$.&F / $%! ') /%% '(9%% )8 %
" )( - E : 67+
mn ; mn %
mm n < I
" <0 " I :
I I
2 "0 67+0
" " ‘00
- "0 0
" ! o/ "'$ " "0 -
" ' " 6% -%
0 &
10 1& "o
" = &6 7+ "0 "
= ,&67+ "o
1 0 n mn n
6 +-
2 : 0 l E
" 67+ E
2 6"
6+ "
6$ 67+0 -
0 67+ +
1
. 1 '0 n
" 0 0 ! -+
- I 0

6% 67+



%% $N& (&) $%

= >%;$. 91'$  %!'$%$. !'$) $ %!
1%$ %
APPENDICES

Appendix I - Response from the PR - We provided an opportunity for the responsible officials
from the DFA to discuss, review and respond to the draft report. Although the Secretary of the
DFA did not provide a response, comments were received from the PR, as attached below. We
have also included notes to respond to some of the comments. :

PERMANENT MISSION OF THE FEDERATED STATES OF MICRONESIA
TO THE UNITED NATIONS

820 2ND AVE., SUITE 17A, NEW YORE, N.¥, 10017
TEL: (212) 697-8370

“MEMORANDUM FAX: (212) 697-8295
TO : National Public Auditor
Secretary of Foreign Affairs
Secretary of Finance & Administration
FROM : FSM Mission to the United Nations
DATE : 06 February 2008
SUBJECT Comments on Final Draft Report No. 2008-03, Review of the

FSM Permanent Mission to the United Nations, FY 2005 to 2007
(up to April 30, 2007)

Please find below our comments on Final Draft Report No. 2008-03, Review of the FSM
Permanent Mission to the United Nations, FY 2005 to 2007 (up to April 30, 2007),
hf:reaﬁ:er “Andit Report.” Instead of addressing the issues in the order in which they were
discussed by the Audit Report, we have aggregated some of the issues that may overlap

with each other.
Late submission of monthly financial reports

The Mission submits its monthly financial reports via fax or e-mail. Hard copies are then
mailed to the Department of Foreign Affairs (FY2005/2006) or to the Department of

;"e Ol\fPA Finance (FY 2007). Submission by fax/email is done to address the fact that reliance on
ote 1 in the postal service alone would mean that the reports would not arrive on time.
Appendix IT

Using the submission by fax/email as a gauge, the Mission was late in submitting some of
these reports only by an average of five to ten days after the deadline. The Mission
acknowledges the Auditor’s findings and resolve to be more prompt in its submissions.

% Budget authorizations overspent
Part of the said excess funds for FY 2005 was utilized by the Mission to pay in advance

the first month’s rent for the office and housing leases. This is the reason why no funds
were retumed to the government.
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"One of the reasons for overspending in FY 2006 was that our Imprest Account was
depleted and the Mission had to utilize the Operations Account to pay for medical
claims. These claims have not yet been fully reimbursed by MiCare.

See ONPA The Mission also advanced money for official expenscs of other FSM offices, which
“ee N expenses have not yet been reimbursed. For example, see our discussion on Page 5
Note 2 in regarding money advanced to personnel from another FSM agency.

Appendix II

On the matter of overspending within budget categories, the Mission was operating under
the performance-based budget system, which allows for the reallocation of money from
one category to another as long as spending remains within the total budget.

The Mission had to resort to using some of the UN Contributions fund to meet the
payments for our leases (office space and staff housing) because sometimes there was a

delay in the release of our allotments thereby resulting in the delayed payment of these
leases and bills.

These delays in payment resuited in the Mission being penalized by closure of the office,
court summons for the Mission’s diplomatic personnel and notice of eviction from the
diplomatic personnel’s residences. Thus, te head off the possibility of having the same
experience and jeopardizing our operations and causing embarrassmentto the
Govemment and the diplomatic staff, the Mission resorted to using the UN Contribut:ons
funds to meet the upcoming quarterly obligations. The Mission’s error was in not
reimbursing the Contributions fund upon finally receiving the quarterly allotments.

We acknowledge the mistake and resolve to be more prudent in maintaining the
separation between the Operations and Contributions funds. To ensure this, the Mission
recommends the creation of a separate bank account solely for the Contributions funds.

3. Fund disbursements not in compliance with FSM requirements
A)  Approval of disbursements/Segregation of duties in disbursement process
Outlined below is the process by which the Mission prepares payment of an obligatior.

e The request for payment or advance (e.g., billing statement from
vendors, travel advance (TA) form, or memp from Mission
personnel/local staff requesting reimbursement) is forwarded to the
Permanent Representative (PR) for approval.

e TUpon approval of the request, the Executive Secretary prepares the
Miscellaneous Request Form (MRF) and APV for signature by the PR.
The certification of fund availability, which is signed by the Deputy
Permanent Representative (DPR), is included in the MRF.

e Once the MRF & APV are signed, the Executive Secretary prepares
the check.

Pege 2006
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e The check is signed by the PR, a copy is made for the files and then it
is mailed/released by the Executive Secretary.

* In the case of payments to the PR, all documents arel approved and
signed by the DPR and vice versa.

This is the procedure observed for all payments, with as much segregation of duties as
may be possible considering that there are only two persons in the Mission who are
authorized to approve payments and sign checks. If either the PR or DPR is away from
the Mission, then the remaining signatory has no recourse but to approve and sign all
checks and the corresponding forms for obligations that fall due even if these may be
bayable to the signatory (e.g., payroll check).

B} Fund certification/adequate documentation

The Mission observes bookkeeping and accounting practices that were in place at the
establishment of the Mission, and those that were subsequently modified based on
instructions from the DF&A or the Department of Foreign Affairs.

After a review and advice by the DF&A in November 2006, we instituted changes that
address the issues raised in the Audit Report regarding certification of fund availability
and adequate documentation. Specifically, and as noted in the Audit Report, we have
started using the Accounts Payable Voucher (APV) form. We have assigned control
numbers for both the APVs and the Miscellancous Request Form (MRF). The latter
includes the certification of fund availability.

Inadequately supported expenditures

* The Mission has never paid a travel claim without a corresponding travel
voucher. The travel advance and travel voucher for a specific trip are filed
under their respective check numbers. Therefore, looking at the travel advance
files alone will not show that said advance was subsequently liquidated under
the corresponding travel voucher. The liquidation may be verified by checking

the “Transaction Detail by Account Report” and the corresponding checks,

See ONPA which we submit in our regular financial reports.
Note 3 in A B e sibmision o Fioas P i i
Appendix II or the submission of boarding passes ~ the original requirement was only

for the submission of ticket stubs. In later vouchers, as e-tickets have becoms

mare in use, Mission’s staff members started to submit boarding passes with

their vouchers, as additional documentation of travel.

See ONPA ;
Note 4 in » On the lack of time sheets for the payroll salaries, theLMission‘ notes that the
Appendix II timesheets for the PR and DPR are faxed directly {o the DFA and filed

separately from the corresponding check payments. Copies of all the time
sheets were provided to the auditors during their visit to the Mission.

Page3 of 6




0" %5 $% & (&" )%
=>%:$  9!l$ % $%S$. !$) $ %!
1% $ %

Please note that payroll calculations for Mission |diplomatic personnel are
processed by DF&A after submission of the timesheets. The net salary amount
for each said personnel is emailed to the Mission, which actually prepares the
salary check, The payroll calculation sheet from DF&A is then attached to the
payroll checks.

As for the time sheets for local staff, the Mission attaches them to the checks

for their contractual fees, although it may be possible that some time sheets
were misplaced.

C) Misclassification
Travel Advances

The Mission classified them directly under travel expenses per standard practice, which
we believed to be correct. Upon advice by the DF&A, we started in FY 2007 to classify
them under the travel advance category. This is reflected in our subsequent financial
reports.

Others

Other mistakes in classification are due to inadvertent errdrs in using the accounting
software. For example, the misclassification of the payroll expense of $994 under the
contractual category was due to the fact that in our accounting software, Quickhooks,
when you type the name of a vendor/payee, the program Wi automatically fill in the
details of the last transaction for that payee. In the cited example, the previous transaction
for the payee was for an expense booked under the ¢ category. In preparing the
payroll check, only the amount of the last transaction was ged and there was failure
to change account category under which it was supposed to charged.

See ONPA The Mission has already noted this peculiarity of the software and is doing its best to
Note S in avoid future errors resulting from this Quickbooks macro.
Appendix II

D) Personal expenses

It is standard practice for any overseas Mission to pay for the utilities of the Ambassador.
In addition, Mission diplomats are entitled to household furniture. In the case of the use
by a Mission diplomat of a personal credit card for the purchase of a mattress and
computer table, said purchase had prior approval from the PR.

As for the payment of internet utilities for Mission diplomats, it is reasonable for the
Mission to assume these costs, Due to the time difference between FSM and New York
working hours, Mission personne] are sometimes required |to perform work from their
residences. In addition, they also need to access the UN work schedule (Daily Journal)

Page 40f 6
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See ONPA
Note 5 in and documents from their residences, especially in the morning before UN works begin.

Appendix IT - Accordingly, it is necessary for the personmel to have access to the internet at their
residences to allow them to perform their duties.

[thasalsobeensmndardpmcﬁcetopayfortheoommrﬁngcostsofthn local staff. This
was instituted to allow the Mission to be competitive in obtaining the services of staff
from the local market. Upon advice of the DF&A, said practice has been included in the

staff’s employment contracts,
See ONPA
Note 6 in E)  No prior approval for personal credit card purchases
Appendix I1

 There are instances when it is necessary for Mission personinel to use their personal credit
; cards for official expenses. In the instances where there is no written prior approval, there

is at least verbal approval. The latter is now required to be noted in the memo submitted
~ for reimbursement. Furthermore, the Mission believes that there are sufficient controls on
the use of personal credit cards becanse such expenses are not automatically charged to
the Mission but, instead, are still subject to approval before being reimbursed.

As for the cash advance of $2,052 to FSM employees, this was an emergency transaction
the Mission effected upon the request of the Secretary of Justice. Because the FSM police
officers were amriving past banking hours, the Mission coursed the payment through one
of its staff. All the relevamt documents, inchuding receipt of the money by the police
officers were attached to the check.

F) Accounting of Fixed assets

The Mission notes the findings of the Audit Report and will do its best to fully comply
with the recommendations. However, we leave the tagging of said assets to the Supply
Section of the Division of the National Treasury of the DF&A.

On a related matter, namely the finding in the Audit Report that the Mission spent money
on fixed assets despite no funds having been allocated for this category, the Mission
reiterates that it was opérating under the performance-based budget system, which allows

for the reallocation of money from one category to another, as long as it is within the
budget.

Furthermore, as noted in our FY 2006 third quarterly report, many of the expenditures
booked as Fixed Assets should be properly classified under either Contractual or OCE
since these consist of items such as office supplies and computer accessories. They were
retained under this category in Quickbooks to avoid confusion since they were already
booked as Fixed Assets in the Financial Reports that were previously submitted.

Page 3 of 6
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As previously stated, the Mission has already instituted changes in its financial
procedures to ensure compliance with FSM requirements. Nevertheless, we have taken
into account the findings and recommendations of the Auditor’s Report to ensure that we
further improve our performance

We thank the National Public Auditor for its report and recommendations, which were
very helpful to us, and for allowing us sufficient time to comment on the same.

P

‘ / /7
%‘/ JE()’%MZ’W -
Masao Nak

Nakg¥ama
Permanent Representative

Page 6 of 6
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