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Acronyms 
 

ADB Asian Development Bank 

AG Attorney General 

AGA Association of Government Accountants 

APIPA Association of Pacific Island Public Auditors 

AusAID Australian Agency for International Development 

CFE Certified Fraud Examiner 

CFPA Compact Fiscal Procedures Agreements 

CFMR Chuuk Financial Management Regulations 

CFSM  Congress of the Federated States of Micronesia 

CGAP Certified Government Auditing Professional 

CID  Compliance Investigation Division 

CMS Case Management System 

CNMI  Commonwealth of the Northern Mariana Islands 

CDHS Chuuk State Department of Health Services  

CDOE Chuuk State Department of Education 

CPA Certified Public Accountant 

CTA Customs and Tax Administration  

DOI  US Department of Interior 

DOJ FSM  Department of Justice 

FAP Fraud Awareness Prevention 

FMR  Financial Management Regulation 

FSM  Federated States of Micronesia 

FY  Fiscal Year 

HOLEA Head of Law Enforcement Association 

IDP Staff Individual Development Plan 

IEP Individual Education Plan for Students 

MOU Memorandum of Understanding 

NDOE FSM National Department of Education 

OCE Other Consumable Expenses 

OIA  US Department of Interior, Office of Insular Affairs 

OIG  Office of the Inspector General 

OJT  On-the-Job Training 

OMB  US Office of Management and Budget 

ONPA   Office of the National Public Auditor 

PASAI Pacific Association of Supreme Audit Institutions 

PDOE Pohnpei State Department of Education 

SEG Supplemental Education Grant 

TC&I Department of Transportation, Communication & Infrastructure 

UOG University of Guam 

WIAF Western Intergovernmental Audit Forum  
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FEDERATED STATES OF M ICRONESIA 
Office of the National Public Auditor 
P.O. Box PS-05, Palikir, Pohnpei FSM 96941 
Tel: (691) 320-2862/2863; Fax: (691) 320-5482; 
CID Hot Line: (691) 320-6768; E-mail: hhainrick@fsmopa.fm 

 
Public Auditorôs Message 

 
His Excellency Manny Mori, President 

The Honorable Members of the FSM Congress 
 

Happy Holidays! As your Public Auditor, I am very pleased and 

honored to submit the Fiscal Year 2010 Annual Report as required 

by law.  It is my duty and responsibility to report annually to the 

Congress on the Office of the National Public Auditorõs progress and 

performance in safeguarding the Nationõs assets through audits and 

investigations that lead to improving government operations, efficiency 

and accountability.  

Our Audit Division continues to produce quality and timely audits, 

conduct performance audits and inspections and, using the audit selection process described in our 

Strategic Plan 2008-2010, target critical areas for audit.  We issued ten audits this year including: Audit 

of Chuuk State Department of Education (CDOE) Textbooks and Instructional Materials; Inspection of 

Kitti Council Allegations Election District # 2 in Pohnpei; Audit of Chuuk State Department of Health 

Services (CDHS) Procurement & Inventory Management System (FY06-08); Audit of FSM 

Telecommunication Credit Cards Usage; Audit of Pohnpei State Department of Education (PDOE) 

Procurement Activities; Audit of ADB Grant Assistance: Weno Water Supply Remediation Project; 

Audit of ADB Loans 2099-FSM (SF) and 2100-FSM: Omnibus Infrastructure Development Project; Audit 

of Solid Waste Management System FY2007-2009; Audit of CDOE Teachers Reclassifications and Audit 

of FSM DOE SEG Grant for FY09-March 2010. 

We strive for transparency in government by quickly posting all audit reports to our website upon 

completion and transmission to the audited entity.   

Our Compliance Investigation Division (CID) continues to use its internally developed two-tier system, 

a system that maximizes the resources of CID, to screen all complaints received and determine which 

meet criteria for investigation.  During Fiscal Year 2010, CID handled 41 cases, 19 of which were new 

cases.  

In the area of FSM Single Audits, we continue in our responsibility of oversight and are extremely 

satisfied to report that all audits for the FSM National and State governments were completed on time.   
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An increasing number of audited entities are receiving an Unqualified Opinion, the highest ranking that a 

government or entity can receive.  This year, 23 of the 25 entities under audit received an Unqualified 

Opinion.  In addition, the results of more and more audits are without any questioned costs.  We took a 

proactive stance in monitoring and encouraging actions to resolve questioned costs throughout FSM.  

During this fiscal year, we worked in other areas designed to improve our overall performance.  We 

developed Annual Performance Plans for our main office in Palikir and the Chuuk Field Office.  These 

Plans broaden the focus of information currently being reported moving from performance activities and 

into the areas of plans and results. Our budget expenditures for fiscal year 2010 totaled $729,108 with 

$635,584 expended in our main office in Palikir and $93,524 in our field office in Chuuk.  Personnel 

costs continue to represent our largest budget expenditure. 

The continuing effort to implement our capacity building programs to support our local staff remains a 

top priority, realizing that the future of ONPA rests in their hands as leadership transfers from the 

expatriates.  Some staff are pursuing their four year degrees, graduate certificates through distance 

education, and certification in anti-fraud and audit professional organizations.  OJT at selected OIG 

offices in the US mainland and the receipt of technical training grants were also realized during the year.   

I want to extend my thanks to our expatriate staff that helped prioritize training, shared their 

knowledge, and contributed in capacity building, conducting audits, in-house OJT, and holding classes and 

conferences. I want to highlight the assistance from the DOI Inspector General particularly his Insular 

Liaison on Guam.  

We extend our appreciation to our regional and international partners whose assistance has been 

essential in building good governance and stronger accountability in FSM.  US DOI Office of the 

Inspector General, Office of Insular Affairs, USDA Graduate School/Pacific Island Training Initiative, 

PASAI, APIPA, the Australian Government and AusAID are some of the agencies deserving our 

acknowledgment. 

Finally, I am indebted to the Members of Congress and the President for their cooperation and support. 

My hard working staffs at the main office in Palikir and at the field office in Chuuk are the real heroes 

whose commitment and contributions have helped continue to push the office forward.    

 

 

  

Haser Hainrick  

National Public Auditor 

 

December 29, 2010  



F i s c a l  Y e a r  2 0 1 0 A n n u a l  R e p o r t   
 

Office of the National Public Auditor 
 

5 

FY2010 Highlighted Accomplishments 
 

Results of the Fraud Awareness Program  

 
Chief Investigator Sophia Pretrick, 

Certified Fraud Examiner (CFE),  

presented the results of the Fraud 

Awareness Prevention (FAP) program in 

the Federated States of Micronesia (FSM) 

during the three-day joint US 

Department of the Interior (DOI), Office 

of the Inspector General (OIG) and 

Association of the Pacific Islands Public 

Auditors (APIPA) Principals Annual 

Conference in Honolulu held from 

February 2-4, 2010.The program was 

funded under a $22,000 Technical 

Assistance Grant provided to the Office 

of the National Public Auditor (ONPA) 

from the DOI, OIG.  

 

Overall, seven hundred sixteen (716) people attended a total of 29 sessions in the entire FSM. 

Participants included governors, legislators, government employees, teachers, students and 

other prominent individuals from the public and private sectors. These distinct groups have 

provided feedback on how the presentation was received and 76% commented favorably as 

very beneficial to the nation.  

 

FSM Meets the June 30th Single Audit Deadline Again  

 

The ONPA announced that FSM met the June 30th Single Audit deadline again for the fiscal 

year 2009 due June 30, 2010.  

 

The ONPA extended its congratulations to the 5 Primary Governments, all Component Units 

and everyone involved with the audits for making it possible to meet the audit deadline for the 

fiscal year 2009. Fiscal year 2009 audits marked the first time the entire FSM receive better 

audit opinions on the annual audits since the inception of single audits in 1987 for the 5 

governments. 
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ONPA Completes 10 Audits during the FY 2010  

 
In fiscal year 2010, ten audits were completed and distributed to the President, Congress of the 

FSM and interested citizens all over the entire FSM. All the audits were conducted by staff 

members by request as required by the Public Auditorõs Act in accordance with the audit 
selection standard.  

 

The ten completed audits include: Audit of Chuuk State Department of Education (CDOE), 

Textbooks and Instructional Materials; Inspection of Kitti Council Allegations Election District 

# 2 in Pohnpei; Audit of Chuuk State Department of Health Servcies (CDHS), Procurement & 

Inventory Management System Fiscal Year 2006-08; Audit of FSM Telecommunication Credit 

Cards Usage; Audit of Pohnpei State Department of Education (PDOE) Procurement Activities; 

Audit of ADB Grant Assistance: Weno Water Supply Remediation Project; Audit of ADB Loans 

2099-FSM (SF) and 2100-FSM: Omnibus Infrastructure Development Project; Audit of Solid 

Waste Management System FY2007-2009; Audit of Chuuk State Department of Education 

(CDOE) Teachers Reclassifications; and Audit of FSM Department of Education (NDOE) 

Supplement Education Grant (SEG) for FY09-March 2010. 
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About this Annual Report 
 

This Fiscal Year 2010 Annual Report by the Public Auditor, as required by law, serves to inform 

the Congress on the Office of the National Public Auditorõs progress and performance in 

safeguarding the Nationõs assets through audits and investigations that lead to improving 
government operations, efficiency and accountability. 

 

When information about government operations is open and readily accessible to the public, 

governing is considered transparent.  Transparency in government makes it more 

representative because it equips citizens with knowledge about their governmentõs operations.  

ONPAõs Annual Reports provide easy access to aspects of the finances and operations of 

government and contribute to transparency. 

Mission, Values, Vision  
 

Mission  

We conduct audits and investigations to recommend improvements in government operations, 

efficiency and accountability for the public's benefit. 

 

Vision  

We create a high performing, transparent, and accountable government through the 

performance of high quality, independent audits and investigations.  

 

Values 

The ONPA values reflect the way in which staff conducts the business of auditing and 

investigatingñadhering to confidentiality, and operating with accuracy and efficiency. ONPA 

values: 

 

× Independence ð we maintain our independence at all times.  

× Professionalism ð we are a highly skilled, dedicated and hardworking team 

adhering to the highest ethical and professional standards. 

× Public Service ð we serve to protect and improve public services for the publicõs 

benefits. 

× Honesty ð we conduct our work with honesty, diligence and responsibility.  

 

Performance Measures  

Performance measures relate to the desired results of publishing reports that are read and used 

and that lead to positive changes in governmental practices and operations. ONPA performance 

measures: 

× Understandable, Timely and Useful Reports 

× Accepted and Implemented Recommendations 

× Improvement in Governmental Practice and Operation 

× Fiscal Impact 
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Duties of the National Public Auditor  

The Public Auditor is the Nationõs premier watchdog, ensuring that National funds are properly 

managed and are expended in an appropriate, transparent and accountable manner.  The Public 

Auditor plays a key role in combating financial crime and financial corruption involving the use 

of National and Compact funds. The Public Auditorõs office is authorized by statute to examine 

and evaluate the adequacy and effectiveness of systems of management control provided by the 

National Government to direct its activities toward the accomplishment of its objectives in 

accordance with National Government policies, plans and directives. The President, with the 

advice and consent of the Congress, appoints the Public Auditor.  (Refer to Appendix I, for 

additional information regarding the powers, duties and responsibilities of the Public Auditor.) 

 

Organization and Responsibilities of the ONPA  
 
ONPA has an 

administrative and 

secretarial team to 

handle office operations, 

and the Public Auditor 

has established two 

divisions to handle the 

legislative requirements 

of reviews and 

investigations. The Audit 

Division conducts the 

reviews and 

examinations of National 

Government, agencies, 

and national funds.  The 

Compliance Investigation 

Division (CID) 

investigates criminal and 

civil misconduct, allegations regarding financial mismanagement and abuse involving national 

funds and maintains a working arrangement between the ONPA and the Department of Justice 

(DOJ) on cases that CID refers.  

 

Annual Single Audits of the FSM National and State Governmentsõ general purpose financial 

statements are also required.  Although this work is done by an outside contractor, the ONPA 

has full oversight responsibility for monitoring and coordinating all matters pertaining to these 

audits of the five governmentsñFSM National Government, Pohnpei, Chuuk, Kosrae, and Yap 

and their respective component units.  (Refer to Appendix II, for the ONPA Organization 

Chart as of September 30, 2010.)   
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Audit Division    

 

The Audit Division conducts 

three types of comprehensive 

auditsñprogram results, 

economy and efficiency, and 

financial.  These three types of 

audits are not mutually exclusive 

and any audit or review may 

include more than one type of 

audit.  In addition, audit 

inspections are performed.  

These inspections follow 

established Quality Standards for 

Inspections.  Inspections have the 

same quality and integrity as 

comprehensive performance 

audits, but have a more narrowly 

defined focus which decreases 

the time frame for completing an 

examination and issuing a report.  All audit work, the three types of performance audits and 

audit inspections, conforms to generally accepted audit standards.  Refer to Appendix III, for 

additional information on audit operations and Quality Standards for Inspections. 

 

 

The ONPA prepares written 

reports communicating the 

results of each audit or inspection 

performed and issues these 

reports to the agency under audit 

for resolution of the 

recommendations presented in 

the report. Reports generally 

include a description of the 

scope, objectives and 

methodology of the audit, the 

audit findings, and 

recommendations for corrective 

action. In FY 2010, the Audit 

Division issued ten (10) reports.  

Reports issued since 2000 are 
posted on the FSM ONPA web, 

www.fsmopa.fm, except when there are reasons of security or privacy.  

  

 








































































