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Executive Summary — Audit Report No. 2011-06

Excellency Manny Mori, President
Honorable Members, FSM Congress

The Office of the National Public Auditor (ONPA) announces the release of Report No. 2011-06,
Audit of FSM Budget Overruns In Salaries and Benefits FY 2010. A digital copy of thereport
is available for public review online at www.fsmopa.fm and printed copies are available at the
ONPA s offices in Palikir, Pohnpei and Weno, Chuuk. The audit was conducted in accordance
with Generally Accepted Government Auditing Standards (GAGAS) issued by the Comptroller
General of the United States.

The audit was initiated when ONPA received a letter in October 2010 from the Speaker of the
16® FSM Congress (Speaker) requesting our office to perform an audit of FY 2010 expenditures
and the related appropriations. regarding salaries and benefits. The specific concem expressed
by the Speaker was that FY 2010 expenditures exceeded congressional appropriations for four
entities thus necessitating requests for supplemental appropriations. The four entities named were
the Departments of Education (DOE). Department of Justice (DOJ) - specifically the Divisions
of Immigration & Labor (I & L) and the National Police (NP), and separately the Coconut
Development Authority (CDA) Furthermore, the Speaker asked the ONPA to determine "what
truly caused the budgetary overruns and why the overruns were allowed to accumulate to the
level it has reached." The purposes requested were put into action with the following audit
objectives.

Regarding fiscal year 2010 salarv and benefits, our audit was set out to determine:

1. The extent of the budgetary overruns by establishing the dollar amount of total
expenditures, the related appropriations and allotments at 9/30/10 prior to special

appropriations to cover budget overruns.
2. The primarv causes of the overruns and why the conditions were allowed to continue.
Based on our audit, we found that:

e CDA for FY 2010 did not have a budget overrun on salaries and benefits according to
documents provided by DFA and SBOC;

¢ DOE was not able to complete in a timelv manner the application for the 2009
Supplemental Education Grant. This lack of timely completion caused a permanent loss
of revenue of approximately $494.240. However, a major budget shortfall for Fiscal
2010 was averted for NDOE only by the use of previously unused 2008 SEG funding of
§$143,072 and the activation of unused 2006 grant funding of $91.405 that was not
consumed in earlier vears. The activation was a special accommodation by the US Grant
Manager which was not normally available since it is a discretionary grant and not
Compact funding;






