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Re: Financial and Compliance Audit on Tafunsak Municipal Government

EXECUTIVE SUMMARY

We respectfully submit this Financial and Compliance Audit FCA 01-2020 on Tafunsak
Municipal Government covering the period of FY 2016-2019.

The objectives of the audit are to determine whether (1) Tafunsak Municipal Government cash
balances are accurate and complete (2) Tafunsak Municipal Government disbursements made
during the covered period are accurate, complete, and authorized and (3) Tafunsak Municipal
Government receipts are complete, accurate, properly recorded, and timely deposited.

The audit was performed in accordance with auditing standards generally acceptable in the
United States of America and the standards applicable to financial and compliance audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. The audit was also conducted pursuant to Title 10 Chapter 4 of the Kosrae State Code.
Furthermore, Kosrae State Financial Management Regulation (FMR), Tafunsak Municipal
Government Manual of Administration (MOA) and Constitution (Charter) were used as the
criteria for compliance.

With reference to the specific objectives, we noted the following:

1. Weaknesses in Internal Control did not provide assurance on the accuracy and
completeness of cash balances;
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2. TMG Disbursements were not adequately documented to ensure proper administration
and authorization of expenses. This resulted to unauthorized employee benefits based on
the TMG MOA;

3. Cash collections activities were not fully complied with applicable laws, regulations, and
prudent practices which also resulted to high risk of cash mishandling;

4. TMG has inadequate controls in place to safeguard resources against loss, waste, and
misuse.

Based on the foregoing findings, we recommend (1) that the Executive and Councils of TMG
reorganize the existing procedure on the cash handling with the consideration of the internal
control on the segregation of duties and reporting (2) that TMG develop and put in place
requirements for adequate review of disbursements before payments are issued to ensure that
policies and procedures are duly complied with (3) that collections be receipted using an official
receipt and recorded in the log book (4) that TMG comply with its own Manual of
Administration on Salaries and Allowances, and also in compliance with Kosrae State Public
Service System 5) that TMG establish and implement detailed policy on benefits of employees
according to the Public Service System (PSS) 6) that TMG set up and maintain its books of
accounts and 7) that TMG account and conduct physical inventory of all its fixed assets.

Details of our examination are discussed in the findings and recommendations section of this
report.

The Office of the Public Auditor provided draft copies of this report with the Mayor of Tafunsak
Municipal Government and the Chairman of Tafunsak Municipal Council for review and
comment on May 19, 2020. Attached with the report as annex 1 is the Tafunsak Municipal
Government management response dated June 1, 2020.

Respectfully submitted,

Public Audit r, Kosrae State
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INTRODUCTION

This audit was conducted by the Kosrae State Office of the Public Auditor (KOPA) pursuant to
Title 10, Chapter 4 of the Kosrae State Code. As part of the Kosrae Office of the Public Auditor
(KOPA) work plan for the fiscal year 2020, we conducted a financial and compliance audit on
Tafunsak Municipal Government (TMG) on cash receipt and cash disbursement activities for the
fiscal years 2016 to 2019. This is to assess the; 1) accuracy, completeness and authorization of
cash receipts and disbursements, 2) internal control and 3) compliance of the operations of the
Municipal.

BACKGROUND

Tafunsak is one of the four municipalities of Kosrae. The municipal governments are provided in
Title 8 of the Kosrae State Code. The Tafunsak Municipality Government has a charter, which
provides the structure and operation of a democratic government and other matters within its
jurisdiction in a manner consistent with the law. The charter of a municipality remains in effect
until amended or repealed. If a charter provision is inconsistent with a higher provision of law,
the higher provision substitutes for the charter provision. An affirmative referendum vote shall
amend, repeal, or adopt a new charter. If not, ordinance may establish a procedure.

Like other municipalities, Tafunsak Municipal Government has three branches of the
government and they are the Executive, Legislative, and Judiciary. (annex 2)

1. The Executive authority of Tafunsak Municipal Government shall be vested in the
Mayor. The Mayor shall be elected by majority of the qualified voters of the municipality
at a general election. Mayor serves a term of 4 years and is responsible for the execution
of ordinance and other functions established under the Tafunsak Constitution. It is the
responsibility of the Mayor to ensure that the operation of TMG is running effectively
and efficiently based on the approved budget and in accordance with all applicable laws,
regulations, policies and procedures. The branch is composed of the Secretary &
Treasury”, Public Works, Police, and Security.

2. The Legislative authority of Tafunsak Municipal Government is vested in the Municipal
Council. The council shall be composed of 8 members; two from each hamlet within
Tafunsak Municipality who shall be elected every four years at the general election by
the qualified voters of Tafunsak Municipal Government. It is the responsibility of the
Council to set policies and provide policy guidelines to the office of the Mayor.

! Secretary- The Secretary is responsible to the Mayor for maintaining detailed and accurate accounts and records
of all revenue recorded by TMG and preparing reports on revenue accounts as may be required by law.

2 Treasurer- The Treasurer is responsible to the Mayor for maintaining accounts and records of all expenditures of
funds allotted to the office of the Mayor and preparing reports on such expenditures as may be required by law.

4
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The Judicial Branch has its power vested in the Municipal Court of Tafunsak Municipal
Government, in which to be called Tafunsak Municipal Court. The Tafunsak Municipal
Court shall consist of a presiding judge, and other judges as may be prescribed by
ordinances, who shall be appointed by the Mayor with the advice and consent of 2/3
membership of the council. The term of the Municipal Judge shall be established by
ordinance. This article does not become effective until state law authorizes the creation of
municipal courts.

SOURCES OF FUNDS

The Tafunsak Municipal Government receives programs and operations funds from the

following sources:

Local Revenue which contains all monies received by the TMG from business licensing
fees, revenue sharing from Kosrae State Government State operation subsidies, and other
miscellaneous income such as rental payments, lease payments, water and garbage
collections fees, etc;

Development/Subsidy fund which contains all monies received from Kosrae State
Government and FSM National Government or grants and contributions from foreign
countries and/or institutions designated to fund specific development projects and
program in Tafunsak;

Foreign Assistance fund which contains all monies received from DoAF, other
governments and donor organizations within the region and throughout the world for
programs and operations within TMG.

For the audited period, TMG received and managed more than $ 985,865.57 as
summarized in the table below;

Sources 2016 2017 2018 2019 Total
Revenue Sharing® | $240,354.32 | $161,467.97 | $203,980.07 | $109,568.90 | $715,371.26
Fuel Taxes 10,666.68 18,666.72 16,264.64 8,000.00 53,598.04
Locally Imposes 45,093.47 55,215.39 60,220.26 45,387.15 211,896.27
Fee
Other Subsidies 5,000.00 5,000.00
TOTAL $296,114.47 | $235,350.08 | $280,464.97 | $167,956.05 | $985.865.57

Sources: TMG logbook and DoAF” record

ADMINISTRATION OF FUNDS

* Revenue Sharing — see annex 3(a&b) Local Government Revenue Sharing Act.

* DoAF- Department of Administration and Finance
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The Tafunsak Municipal Government Manual of Administration was updated and became
effective in July 2016. The Manual is designed to provide policy guidelines for the operation of
Tafunsak Municipal Government. It contains policies for employment and office administration,
and accounting policies and procedures. This manual is subject for change by the office of the
Mayor but must have prior approval by the Tafunsak Municipal Council. The office of the
Mayor is responsible to monitor this Manual on an annual basis and to issue copies which shall
include amendments approved thereto by the Council. Amendments may include new policies
and procedures created by new ordinance.

AUDIT OBJECTIVES AND SCOPE
OBJECTIVES

Our audit of Tafunsak Municipality Government was conducted pursuant to Title 10, Chapter 4
of the Kosrae State Code and such other laws promulgated thereafter.

The objectives of our audit are as follow:

1. Whether cash balances are accurate and complete;

2. Whether disbursements made during the covered period are accurate, complete,
and authorized;

3. Whether receipts are complete, accurate, properly recorded, and timely deposited.

Our responsibility is the expression of an opinion on the objectives of our audit. The financial
transactions and compliance to laws and regulations are the responsibility of the management of
T™MG.

As part of our audit, we reviewed TMG’s internal control over cash receipts and cash
disbursements, and assessed its adequacy and effectiveness in safeguarding the Municipality’s
funds.

SCOPE

The Financial and Compliance Audit on Tafunsak Municipality Government Fund transaction
covers the period of fiscal years 2016 to 2019. However, the gathering, reviewing and testing of
relevant information and documentations included previous and subsequent periods for analytical
purposes. We conducted the inspections pursuant to Kosrae State Code Title 10, section 4 which
stated in part:

(a) The Public Auditor shall inspect and audit personally, or by his duly
authorized assistants, all account, books, and other financial records
of the State Government, to include but not be limited to, every
branch, department, office, political subdivision, board,
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commission, agency, other public legal entity (owned, or partially
owned by the state), whether they receive public funds or not, and
nonprofit organizations that received public funds from the State
Government;

(b) Inspect and audit personally, or by his duly authorized assistants, the
fiscal books, records and accounts of all allottees and other
custodians of public funds, making independent verification of all
assets, liabilities, revenues, expenditures and obligations of the State
Government, entities owned in whole or part by the State
Government, and agencies of the State Government;

(c) Inspect and audit personally, or by his duly authorized assistant, the
fiscal books, records, and other financial records associated with
any project, program and activity receiving funding in whole or in
part from public funds of the State Government, including the
records of any contractor performing public work on a cost-
reimbursement-type contract in order to verify the cost charged to
the public contractor;

(d) Inspect and audit personally, or by his duly authorized assistants, the
books, records, accounts, and other financial records associated with
business sales that may be used for sales assessment for tax
collection purposes.

AUDIT METHODOLOGY

The audit was conducted in accordance with Generally Accepted Government Auditing Standard
(GAGAS) issued by the Comptroller General of the United States. These standards require that
we plan and perform the audit to obtain and assess evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on our audit objectives.

In planning our examination, we obtained sufficient understanding of the internal controls that is
material to the audit objectives to plan the engagement and design the audit procedures. Based
on this assessment, to achieve our audit objectives, we performed the methods indicated below:

1) We conducted preliminary survey of the TMG financial and accounting records for
availability and completeness in order to determine the nature, timing, and extent of
auditing procedures to be performed;

2) We obtained and reviewed cash receipts and cash disbursements policies and procedures;

3) We interviewed TMG personnel responsible for cash receipts and cash disbursements
processes;
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4) We reviewed and analyze documents and records relevant to the cash receipts and
disbursements.

We considered compliance to state laws and Tafunsak Municipal Government(TMG) Manual of
Administration (MOA) to be able to render an opinion to our audit objectives. Our procedures
were also designed to identify weaknesses on internal controls that are material to the expression
of an opinion to our audit objectives. Details of our findings and recommendations are explained
in the Findings and Recommendation of this report.

PRIOR AUDIT/EXAMINATION

This is the second time that a separate audit/examination was conducted on cash handling of
Tafunsak Municipality Government (TMG). Our KOPA conducted a Financial and Compliance
Audit covering FY 2005-2008, and issued report number FC001-10 on March 25, 2010. Our
review disclosed certain internal control weaknesses in the disbursements and collection
procedures. However, there was no follow up review on the findings conducted.

CONCLUSION

Based on the audit objectives, we concluded that;

1. Weaknesses in Internal Control did not provide assurance on the accuracy and
completeness of cash balances;

2. TMG disbursements were not adequately documented to ensure proper administration
and authorization of expenses. This resulted to unauthorized employee benefits based on
the TMG MOA;

3. Cash collections activities were not fully complied with applicable laws, regulations and
prudent practices which also resulted to high risk of cash mishandling;

4. TMG has inadequate controls in place to safeguard resources against loss, waste and
misuse.

FINDINGS AND RECOMMENDATIONS

Finding No. 1: Weaknesses in Internal Control® did not provide assurance on the accuracy
and completeness of cash balances.

Condition: 1.1 No Segregation of Duties®

> internal control- policies and procedures put in place to ensure the continued reliability of accounting systems.
® Segregation of duties- is the concept of having more than one person required to complete a task.
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During our review of the internal controls over cash receipts, we noted that the
municipality has no formal control procedures over collection. Treasurer is responsible for the
collection, deposit of funds, and subsequently updating the cash logbook. We noted in most
cases that these collections are being paid in cash, which is vulnerable to misappropriation.

[t is also observed and verified that the collection process is basically conducted by the
Treasurer. The Treasurer receives collection and prepares/issues receipts, keeps the money
(custody), does the deposit, keeps the check stubs and deposit slips. All the documents for cash
transactions were kept and logged by the Treasurer. Also, the Treasurer is allowed to disburse
cash payments to suppliers without documentation on the approval of purchases.

Tafunsak Municipal Government does not have procedures to ensure that collections and
disbursements are accurately and promptly recorded. No periodic checking and reviewing being
made for cash transactions.

Condition: 1.2 Non-compliance with Policies, Procedures and Regulations

In addition, review of Tafunsak Municipal Government (TMG) cash receipts and
disbursement documents, the auditors found certain control deficiencies and deviations from
TMG's established policies and procedures in regards to the handling and accounting of cash
receipts.

a. TMG uses different types of collection receipts which are not pre-numbered. This
practice did not give assurance on the completeness of collection.

b. While TMG uses logbook to record collections however, it was not recorded on the
books of accounts as required in the Manual of Administration (MOA)'.

c. It was noted that collections were not deposited in a regular and timely manner.
Interview with the treasurer reveals that TMG MOA does not provide policy on regular
deposit of collection. (annex 4)

d. No report is being prepared for the Summary of collection against actual deposit
showing itemized report whether all collections have been deposited.

e. No bank reconciliation has been prepared. The goal of this process is to ascertain and
verify the integrity of data between bank records and TMG’s financial records.

Criteria:  Suitable internal control system over cash activities should be in place and
functioning properly to provide reasonable assurance that all collections are accounted for,
safeguarded and deposited timely in the TMG account at the designated bank. Tafunsak
Municipal Government's policy on cash receipts (collections) and disbursement in general

7 Manual of Administration(MOA)- design to provide policy guidelines for the operation of the Tafunsak Municipal
Government, It contains policies for employment, personnel management and related administrative functions.

g
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requires proper receipting, authorized disbursement, and regular reporting of all financial
transactions by the Municipal's Treasury. Whereas, best practice’ and Kosrae Financial
Management Regulation (KF MR)’ provide policy on deposit of collections.

Cause:  The above condition happened and persisted because control policies and procedures
were not consistently followed and enforced. The condition is also due to the absence of proper
supervisory monitoring and oversight review to ensure adequacy and proper application of
policies and procedures to safeguard TMG's collections from irregularities.

Effect:  The conditions reflect unsafe handling of collections which exposed the Municipality
error and risk to fraud'®. Weak internal control on Municipality's cash collections and
management raises doubt on the fairness of cash balances as reflected in the financial reports. It
also creates uncertainty as on the accuracy and fairness of the account balances. In addition, the
condition increases the risk of irregularities happening or continuing if not corrected
immediately.

Recommendation: That the Executive and Councils of TMG reorganize the existing
procedure on the cash handling with the consideration of the internal control on the segregation
of duties and reporting such as:

1. Schedule of deposits showing the cash receipts used must be prepared and filed in every
deposit transaction along with the validated deposit slip. We also recommend that a
person not connected with the collection and depositing process inspect on a regular
basis to ensure that all collections have been properly and timely deposited.

2. Use of pre-numbered Cash Receipt form (voucher) to ensure completeness of collection.

3. Use of pre-numbered Cash Disbursement Form (voucher) to document
approval/authorization of payments.

4. Perform timely Bank Reconciliations'' (monthly) to ensure:
a. Comparison of checks in appropriate detail with disbursement records.
b. Accounting for numerical sequence of cashed checks.
c. Examination of signatures and endorsements on a test basis.
d. Comparison of book balances used in reconciliations with the general ledger.
e. Comparison of deposit amounts and dates with cash receipt entries.
f. Investigation of outstanding items.

8 Best Practice- commercial or professional procedures that are accepted or prescribed as being correct or most
effective.

® Kosrae Financial Management Regulation(KFMR)- policies and regulations for the guidelines on Fiscal
Management.

"%k raud- wrongful or criminal deception intended to result in financial or personal gain.

1 Bank Reconciliation- process of matching the balances in an entity’s accounting records for a cash account to the
corresponding information on a bank statement, The goal of this process is to ascertain the differences between
the two and to book changes to the accounting records as appropriate.

10
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g. Footing of cash books.

5. Physical inventories of blank check stock periodically conducted by persons
independent of the cash disbursement function, and reconciled to department records.

We also recommend that the Council review the TMG financial affairs to ensure controls
continue to function and safeguard the TMG's resources.

Finding No. 2: Disbursements Not in Compliance with Established Policies and
Procedures (annex 5)

Condition: During our examination, we applied all disbursements made by the Municipality for
the period covered and noted the following:

a. Forty-six percent (46%) of the total amount of disbursements aggregating to $474.267.41
were completely unsupported by the required disbursement documents.

Total operating expenses $ 23,738.73 or 11% were paid in cash.

68% of cash payments were not documented.

Some of the expenditure (contracts) does not follow best practice, regulations and law.
3% original copies of void checks are not on file.

o0 o

In addition, based on the available document provided, we further noted that liquidation of
$27,756.33 or 4% of advances such as travel allowances and duty allowances were not supported
by required documents as stated in the KFMR and MOA.

Criteria: The Kosrae Financial Management Regulations (KFMR) and Tafunsak Municipal
Government Manual of Administration (TMG MOA) prescribes policies and procedures
governing, among others, disbursements of government funds. Kosrae State and Tafunsak
Municipal Government regulations and suitable system of internal control require that
disbursement should be properly supported by original vendor's invoice, billing, receipt,
requisition form, purchase order, receiving report and other applicable documents. Additionally,
disbursements should be properly reviewed, approved and fund certified prior to payment.

Cause:  The above condition exists because there is inadequate control consciousness and
appropriate review within the TMG to ensure policies and procedures are enforced and applied
consistently.

Effect: The above condition exposes the Municipality to potential errors and /or even
deliberate wrongdoings that would not be detected timely. The condition does not provide
reasonable assurance that disbursements made were all authorized and valid obligations of the
TMG.

Recommendation: We recommend the TMG to: a) develop, put in place and require adequate

review of disbursements before payments are issued to ensure that policies and procedures are
duly complied with, and b) periodically monitor and review the disbursement and payment
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processes to ensure they continue to function effectively in accordance with established policies
and rules.

Finding No. 3: Collections _and other funds received were not properly documented,
recorded and completely deposited showing cash collection mishandling is prevalent.

Condition 1: Examination of submitted collection and deposit documents reveals that deposit
includes bank checks which are not recorded in the cash collection logbook. The full amounts of
such deposits were reflected as deduction from the cash on hand. Thus, auditors noted indication
of mishandling of cash collection. This condition shows possibility of encashment of personal
and salary check which is not in accordance with best practice. (annex 6)

Condition 2: Review of collection logbook as against the available documents to support the
record, we noted the following:

a. Average of Eighty-two Percent (82%) of Collections are not receipted:;

Year Amount  No. of transaction

2019 $ 34,184.15 528

2018 24,980.73 494

2017 39,448.03 381

2016 32,024.62 323
$130,637.53 1,726

b. Number of erasures and corrections were observed without proper counter signs.
(verification or approval)

c. Cash collections were used to directly pay operating expenses in the total of $§
23,788.73 or 11%.

d. Inspection of collection logbook demonstrates daily cash on hand balances are not
accurately recorded/reported because of wrong footings and extension. It also shows

negative balances.

Criteria: All funds received by the municipality should be receipted using the
municipality’s official receipt and/or recorded in their books of accounts as per TMG MOA.

Cause: Management did not consider documenting collections received through the use
of official receipts and recording of funds received from the State and National governments.

12



Financial and Compliance Audit
Tafunsak Municipal Government
FY2016-2019

Effect: Funds that were not logged and receipted are more vulnerable to
misappropriation. This resulted also in the inability to prepare a fair financial report.

Recommendations: We highly recommend collections to be receipted using an official receipt
and recorded in the cash receipts logbook. Funds collected for operation and received from State

and National government appropriations should be recorded in the TMG’s books of accounts.

Finding Number 4: _Inadequate documentation of payroll disbursements

Condition: Based on FY 2016-2019 spendings and documents provided, approximately fifty
two percent (52%) of the spendings of TMG represents salaries and wages of employees. During
our examination of payroll checks and timesheet used, we noted the following:

a. Incomplete file for timecards used to monitor and record hours of duty. (2016)
b. Cash advances were not recorded (2017-2019) and hence the collection logbook shows
payment without proper documentation and described as salaries.
c¢. SS and compensation Tax was not deducted from the employee salaries and hence no
document was presented that both are part of employee benefits. ( 2017-2019)
d. Review of Payroll Sheet reveals wrong extensions and footings that indicate prudent
review of payroll computation was not done.
Criteria: TMG Manual of Administration, Part II requires that “For Payroll expense,
timesheet must be submitted and approved prior to disbursements”.

Cause: The management of TMG was not able to consider implementing provisions of
the Manual of Administration. They were not able to consider the importance of the approved
timesheet to ensure that payroll disbursements are correct and authorized.

Effect: These conditions resulted in loss of government funds. Funds were lost arising
from improper payroll computations and processing.

Recommendations: We recommend TMG to comply with its own Manual of Administration on
Salaries and Allowances and also in compliance with the Kosrae State Public Service System to

ensure safety of public funds.

Finding Number 5: Payment of Unauthorized Benefits amounting to $26,170.70 (annex 7)

Condition: During our review of Tafunsak Municipal Government (TMG) disbursement and
payroll sheet, we found instances of undue benefits given to the employees. The cash
disbursement logged of full payment SS and Taxes due. However, review of the payroll sheet for
the covered period displays that SS employee share'? as well as individual compensation taxes' M

2 55 Employee Share- workers and employers pay for Social Security. Workers pay 7.5% of their earnings.
 compensation Tax- tax deduction for the salary, wages, commissions, bonuses, and other compensation it pays
to its employees. FSM compensation tax is at 7.5% of gross income.
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were not deducted from the salaries. Also, auditors did not find any documents that such
expenses were allowed as part of employment benefits.

Cause: The condition is due to the absence of proper supervisory monitoring and oversight
review to ensure proper and authorized disbursement of cash collection.

Effect: The condition, if not corrected, will result to undue expenses and misuse of funds.

Recommendation: We recommend that TMG establish and ims)lement detailed policy on
benefits of employees according to the Public Service System (PSS)'

Management Response: The TMG MOA under Personnel Management Section regarding
Vacancy Procedures, bullet no. 4 Salary & Benefits. That Benefit includes SS and Tax which is
paid by the employer, the TMG office. (annex 1)

Auditor’s Response: Section of the Manual of Administration as referred by the management
(annex 8) mention the salaries and benefits as part of vacancy announcement as required by the
Public Service System. There is no mention of SS employees share and Compensation tax as part
of benefits of individual employees. In addition, review of official employee contracts form
(annex 9) shows as provision VII Deduction: includes deduction for personal income taxes,
social security and insurance premium due from the contractor to the State or the National
Government will be made by the government.

Finding Number 6: Did not maintain Books of Accounts'® as required in TMG Manual of
Administration

Condition:  Tafunsak Municipal Government (TMG) only maintains cash logbook and check
book as disbursement journal to record payments made on various expenditures incurred. Cash
receipts journals to record collections arising from local revenues including funds received from
revenue sharing were recorded in a separate logbook as a cash receipt journal. In addition, a
subsidiary ledger for employee cash advances is not being maintained, no ledgers being used for
creditors and suppliers. The Municipality does not maintain individual general ledgers to
accommodate transactions involving its assets, liabilities, fund balances, revenues and
expenditure. Although, TMG provides Monthly financial report to account General Account'®
Trust Fund Account'’ and Expenditure, the Treasurer was not able to submit financial reports as

% public Service System- Kosrae State Government system of personnel administration based on merit principles
and accepted personnel methods governing the classification of positions and the employment, conduct,
movement and separation of public officers and employees. This system of personnel administration shall be
referred to as the “State Public Service System”.

5 Book of Accounts- bookkeeping is the recording of financial transactions and is part of the process of accounting
in business, The bookkeeper brings the books to the trial balance stage: an accountant may prepare the income
statement and balance sheet using the trial balance and ledgers prepared by the bookkeeper.

1® General Account- cash account(bank) use for general operation of TMG.

7 Trust Fund Account- cash account(bank) wherein 7% of income sharing was deposited for future operation.
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required by the MOA such as Balance Sheet'®, Income Statement'” and Property Inventory Sheet
(fixed asset registcr)m

Likewise, TMG treasurer failed to establish a Chart of Accounts’' in numeric codes for
the accounting of fund sources.

Criteria: A government accounting system must make it possible to present the financial
position and results of financial operations including funds and account groups of the
governmental unit, in conformity with Generally Accepted Accounting Principles. Therefore, a
complete self-balancing group of accounts should be established, which should include but not
limited to: general ledger, subsidiary ledgers, cash receipts journal, cash disbursements journal,
payroll journal, encumbrance journal, and general journal.

Cause: The cause of the above condition is the failure of the Mayor and the Treasurer/or
personnel responsible to set up and maintain basic Books of Accounts to accommodate financial
transactions of the municipality.

Effect: Arising from this condition, the auditors were unable to determine the
completeness and accuracy of cash transaction. The municipality was not able to prepare
accurate financial reports such as statement of assets and fund balance, and statement of
operations. Some disbursements were made in excess of the budgeted amount.

Recommendation: We recommend that the Tafunsak Municipal Government set up and
maintain its books of accounts. Individual ledgers must be prepared to accommodate
transactions on each type of assets, liabilities, revenues and expenditures especially with its
classes to permit the preparation of its financial statements. Subsidiary ledgers must be
maintained necessary in keeping track of individual vendors/contractors. By doing so, relevant
and reliable financial information can be easily obtained which is useful for management’s
decision making.

Similarly, we recommend that chart of account should be established in accordance with
the accounting policies and procedures indicated in TMG Manual of Administration.

Finding Number 7: Tafunsak Municipal Government did not maintain ledger for its
Fixed Assets”

18 Balance Sheet- statement of the assets, liabilities, and capital of a business or other organization at a particular
point in time, detailing the balance of income and expenditure over the preceding period,

' Income Statement- reports the revenues, gains, expenses, losses, net income and other totals for the period of
time shown in the heading of the statement,

%9 Property Inventory Sheet- a spreadsheet that you can use to monitor fixed asset list and book value.

! Chart of Accounts- a listing of the names of the accounts that a company has identified and made available for
recording transactions in its general ledger.

?2 Fixed Assets- a long-term tangible piece of property or equipment that a company owns and uses in its
operations to generate income.
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Condition: Review of TMG disbursement reveals that the Treasurer was not aware of the
capitalization of expenses related to purchases of fixed assets. Hence, she is not sure if those
recorded in the Monthly Financial Statement (Report) are considered as fixed assets in
accordance with the TMG MOA and KFMR.

Also, Depreciation® is not reflected in the monthly financial reports submitted to the
auditors. Fixed assets list was prepared however it does not reflect book value®* of equipment
(aging of fixed assets) hence no fixed assets valuation was conducted.

Criteria: Manual of Administration states that “Fixed Assets Inventory: Treasurer must
carry an inventory of all fixed assets of TMG on a yearly basis. Each asset worth $500 and
above must be in the fixed asset tracking system. Depreciation is figured monthly using a flat 60
month life for all movable assets and 10-50 years on immovable assets.

Cause: There has been a minimal effort on the part of the management to impose
the requirements in the mentioned criteria.

Effect: Proper monitoring of these assets cannot be easily performed. Financial
reports such as balance sheet or statement of assets and fund balance to include fixed assets
cannot be prepared.

Recommendation: We recommend that the Municipality account and conduct physical
inventory of all its fixed assets. For fixed assets items which costs cannot be determined due to
lack of records, we recommend that the Municipality form a committee to agree on the
reasonable estimated values of these assets.

Management Response: The TMG office is now aware of all the rules and procedures
covering fixed assets therefore, compliance of this office will surely be administered. (annex 1)

B pepreciation- a reduction in the value of an asset over time, due in particular to wear and tear.
2% Book Value- the value of a security or asset as entered in a company’s books.
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Annex 1: TMG Management Response
OFFICE OF THE MAYOR Lol 2om
TAFUNSAK MUNICIPAL GOVERNMENT ¥ -+ o il e

P.O.BOX 227
Tafunsak, Kosrae State
Federated States of Micronesia 96944
Tel. No. (691)370-3211

June 01, 2020

To: Office of the Public Auditor

Kosrae state Government

From: Jackson Albert

Tafunsak Municipal Government

Dear Mr. Taulung

I hope that this letter finds you well and caliber spirit and may almighty God be on our sides in
every tasks we're about to accomplish.

And recognition to you and your staff for the devotion, immeasurable managerial contributions
to our office (TMG) which is indeed a great advantageous to Tafunsak Municipal Government.
So, thanks to you Mr. Taulung and your staffs for the awesome tasks accomplished.

In regard to the Audit Finding submitted to TMG, the Office would response to few and herein
are, with the responses.

1. Finding Number 3.
Sec. 3 (No payroll deduction for SS and tax. (2017 — 2019)
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Management Response: Yes, there have been and it was done in the previous
administration to present. In the TMG MOA under Personal Management section
regarding Vacancy Procedures, bullet no. 4, Salary & Benefits. That Benefit includes S5
and tax which is paid by the employer, the TMG Office.

. Finding Number 3.

Sec. 5 (Observation of the auditor during fieldwork) All employees were
being paid full 64 hours bi- weekly however in all instance for follow up visit or call.
Nobody is in the LTG office.

Management Response:

Be frankly this is TMG office not LTG office, it may be true because most of the office
staffs are field workers, the mayor, secretary, treasurer and the chief clerk are the only
staffs that spend most but hardly half of their times in the TMG office. Other than that
we work from 8:00 O clock to 2:30. So, you may be calling us on an inconvenient time.

. Fixed Asset:

The TMG MOA did not policy on expense capitalization for fixed asset; however as per
interview the treasure is not aware of the policy. Also, Treasurer reveals that she’s not
sure if those recorded in the Monthly Financial Statement.

Management Respond:

The TMG office is now aware of all the rules and procedures covered fixed therefor,
compliance of this office will surely be administered.

Once again Kulo ma lulap for your contributions to TMG Office most especially to this
administration.

Kulo

Ja:ﬁ.ﬁ:en
Ma?c{r, T™MG
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Annex 2: TMG Constitution (Charter)

ARTICLE |
SUPREMACY
Section 1. This Constitution is the supreme law of the Tafunsak Municipality. Ac act of Government in
Canflict with this Constitution is invalid to the extent of conflict.
ARTICLE Il

SUBMISSION FOR APPROVAL

Section 1. Having been adopted by a majority of the Council, this Constitution shall b e submitted for
approval by referendum to the people of Tafunsak. Final approval of this Constitution required
a 2/3 majority of ballots cast in the election.
(Amended by 2007 Con. Con.}
ARTICLE 1l
SUFFRAGE
Section 1. A citizen of the Federated 5tates of Micronesia who is a domiciliary of Kosrae state, who
rosides in Tafunsak Municipality of not less than one (1) year, has registered to vote in the
Municipality of Tafunsak, has attained the age of eighteen (18), is entitled to vote in secret in all
Municipal Government elections subject only to residence requirement, and disqualifications of
mental incompetence and conviction of a major crime.
Section 2. The Municipal Council shall establish rules and procedures which are deemed necessary to
povern registration of new voters in all four electoral Otta or hamlets.
ARTICLE IV,
EXECUTIVE BRANCH
Sgclién 1. Mayor. The executive authority of Tafunsak Municipal Government shall be vested in the
: . Mayer.-To be eligible for candidacy for Mayor a person must be a citizen of FSM (Kosrae State)

for at least 10 years, have been registered as a resident of Tafunsak Municipality at least three

(3) years preceding thegeneral election, be at least thirty five (35) years of age, and must have

A
= )

| P

-2
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been fully restored to all civil rights if ever convicted of a felony. The Mayor shall be elected by

a simple majority of the total votes cast if the election is between two candidates, or by a

plurality of the total votes cast if the election involves more than two candidates. He shall

have the power and authority to discharge the following;

(a) The Mayor has the responsibility of requesting financial assistance funds for community
projects, contracts, and other public purposes; provided that such proposals are initiated

and authorized through municipal ordinance.

(b) Prepare and submit an annual budget to the Council at a time prescribed by ordinance. The
budget shall contain a plan of proposed expenditures, anticipated revenues, and other
money available to the local government for the next fiscal year, together with other
information the Council may require. The Council has the power to further regulate this
provision through municipal ordinance.
{c) The Mayor has the power to borrow money on the
municipal credit. The Municipal Council authorizes all requests. The Council shall enact
ordinances to further regulate and control all municipal borrowings.

{d) Recommend legislations to the municipal Council when deemed necessary.
(e} The veto power is vested with the Mayor.
. (f) Enforce and execute the ordinances of Tafunsak Municipality and perform such other duties
as may be required by law.
{g) Comply with the laws of the Federated States of Micronesia and Kosrae State in the

performance of his duties.
Section 2. Secretary. (a) Be responsible to the Mayor for maintaining detailed and accurate accounts
and records of all revenue collected by Tafunsak Municipality, and prepare reports on such

revenue accounts as my be required by law;
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Section 3. Treasurer. {a) Be responsible to the Mayor for maintaining accounts and records of all
expenditures of funds allotted to the office of Mayor and prepare reports on such expenditures
~ as may be required by law.
(b) Collect taxes as required by ordinance;
{c) Administer the Tafunsak Municipal treasury and disburse public funds as may be required by
law.

Section 4, The Secretary, Treasurer and other appointed or hired staff members of the Executive Branch

shall serve at the pleasure of the Mayor any such appointed or hired staff member shall serve

until the appointment and qualification of their successor, unless he or she is terminated earlier

by the Mayor, Rules and procedures governing hiring shall be further regulated by ordinance.

(Amended by 2007 Con. Con.)
ARTICLE V

LEGISLATIVE BRANCH

Section 1. Municipal Council. The legislative Authority of the Tafunsak Municipal Government is vested
in the Municipal Council. The Council shall be composed of 8 members; two from each hamlet
or Otta within Tafunsak Municipality who shall be elected every four years at the general
Election. The Municipal Council shall exercise the following legislative power;

(a) Enact tax ordinance on local activities within Tafunsak Municipality, provided that no tax
ordinance may be in conflict with State or FSM laws;

(b) The Council has the sole power to appropriate and authorized the expenditures of public
funds. The Council shall review and adopt the municipal budget as proposed by the Mayor;
making such amendments as are deemed necessary by the majority of the members to be in
the public interest. The Council shall designate a time for submission of the proposed

budget by the Mayor, so as to enable the Council to adopt a final budget before the
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beginning of the fiscal year. Once adopted by the Council the budget shall be final and
funds may be reallocated or reprogrammed only pursuant to municipal ordinance. All,
outstanding funds not obligated at the end of the fiscal year, or when the authority to
extend such funds expires according to law; shall revert to the Tafunsak Municipal fund. The
Council may order an audit at any time;

The Council shall elect its own officers;

There shall be four regular sessions of the Council in each calendar year commencing on
each second Monday of January, April, July and October. Regular session of the council shall
be further regulated by ordinance;

Special session of the Council may be convened by the Mayor.

Then Chairman of the Council shall also convene the Council upon a petition receiving the
signatures of two thirds of the Councilmen, The Council shall deliberate only on the subjects
contained in the call of the special session.

The session of the Council shall be transacted publicly. The Council can transact business
only when the membership of the councilman present is two-third (2/3) majority.
To become an ordinance, an act of the Council shall pass two reading on two separate days.

Every act passed by the Council must be signed by the chairman and attested to by the chief
clerk before presented to the Mayor. The Mayor shall sign it, if he approves it and it
becomes an ordinance. |f he does not approve it, he will return it with the written
objections to the Council.

Upon receipt of a veto message from the Mayor, the Council may reconsider the veto

act and again vote onit. If approved by a two-thirds majority of members, the over-ridden

act shall become an ordinance. Once an over-ride fails to pass, it shall not be in order for the
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Council to reconsider.

(1) The Mayor has thirty calendar days after the act of the Council is presented to him for
consideration. An act neither signed nor returned on or before the time specified shall
become an ordinance in like manner as if the Mayor has approved it.

(k) A resolution of the council shall be adopted by two-thirds (2/3) majority vote of
membership.

(1} The Council shall be the sole judge of its election, and gqualification of its membership and
may discipline, suspend and expel a member by two-thirds (2/3) votes of the total
membership.

{m) As incidence of its authority, the council and its duly authorized committees may conduct
investigations, hold public hearings, subpoena witnesses and documents. The rules of
procedures of the Council shall provide for the documents. The rules of procedures of the
Council shall provide for the enforcement of the contempt power and other incidents of the
Council’s authority.

(n) The Council may by ordinances establish such boards, commissions, or authorities as may be
necessary and proper.

CANDIDATE FOR MUNICIPAL COUNCIL

Section 2. Each candidate for a seat on the Municipal Council in each Otta shall be a registered member
of that Otta at least one year preceding the election,

Section 3. One of the two members of the council representing each Otta shall be elected by registered
voters of Tafunsak Municipality, while the other one will be elected by registered voters in the
hamlet he or she represents, except for councilmen elected or appointed to fill vacancies, whose

terms shall commence immediately upon certification of the election or appointment.
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ARTICLE W1
JUDICIARY BRANCH

Section 1. There shall be a court in Tafunsak Municipality to be called Tafunsak Municipal Court. Such
court shall have jurisdiction on all cases and matters prescribed by state law.

Section 2. The Tafunsak Municipal Court shall consist of a presiding judge, and other judges as may be
prescribed by ordinances who shall be appointed by the Mayor with the advice and consent of
2/3 membership of the Council.

Section 3. The salaries and other compensation of the judges may be established by ordinance.

Section 4. The presiding judge shall serve as administrative head of the court. The organization of the
court shall be established by ordinance.

Section 5. A person convicted of a felony is ineligible to serve as a municipal judge. No person is eligible
to serve as a municipal judge unless he is at least 35 years of age, has been a citizen of FSM
(Kosrae) for at least 10 years, has legally resided in Tafunsak Municipality for at least one year

preceding his appointment.

Section 6. The term of the municipal judge shall be established by ordinance.
Section 7. A judge may be removed from his office for neglect of duty in office or of serious misconduct
as a public official.
_'J,'Sz:ction 8. This article does not become effective until state law authorizes the creation of municipal
.'I i
courts.

ARTICLE VI

FINANCE & TAXATION

Section 1. Public money raised, collected or received by the Municipal Government shall be deposited in

a general fund account established within the treasury of the Tafunsak Municipal Government.

Section 2. The Mavor shall submit to the Council the estimated revenues and other money available to

24



Financial and Compliance Audit
Tafunsak Municipal Government
FY2016-2019

Annex 3a: Kosrae State Constitution Article 9, Section 2

Article IX

Taxation and Revenue Sharing

Section 1. The power to tax is a State Government power, except that municipal governments
may impose taxes subject to law. Taxes shall be imposed uniformly.

Section 2. Not less than fifty percent of the revenues from State taxes shall be paid into the
treasury of the municipality where collected.

Annex 3b: Kosrae State Law 4-88

“Section 9.1101. Meaning of *State taxes’. For purposes of computing a
municipal revenue share *State taxes’ means taxes collected by the Governor pursuant to
Part I of this title.”

Section 3. Effective Date. This act shall take effect on August 1, 1989 following

approval by the Governor or its becoming law without signature.

PASSED BY THE FOURTH KOSRAE STATE LEGISLATURE ON THE 29" DAY OF

JUNE, 1989.
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ANNEX 4:
TAFUNSAK MUNICIPAL GOVERNMENT
SUMMARY OF COLLECTION AND DEPOSIT
CALENDAR YEAR 2018-2019
Date Beginning  Sales Period Total Sales  Expenses Net Collection  Deposit Date Amount Deposit no. of days
Balance 1,439.00
1/4/2028 13050 1/04-10/2018 1,647.00 .00 1.756.50 1/10/2018 1.769.00
1/10/2018 12,501 1/10-2/7/2018 3,020,00 leoa 296541 2/6/2018 297604 78
7018 [7.22) 2/12-16/2018 1,186.00 6100 L117.78 2/16/2018 1,001.50
11628 2/15-3/15/1018 1,397.97 46.55 1,467, 70 /9,018 1,468 6% 14
10.93) 3/12/23/2018 1,799.04 43.15 175490 fa3fame 179690
(42.00
M08 1,780 45.05 173755 4/9/2018 L7811 16
4/8J2018 564 4/9-73/2018 7,049.17 5515 7,003.26 4232018 145492 13
A4/21/ 2018 5548 54 4/24.5/4/7018 Ba7 00 n3 615825 5/4/2018 5.545.9 11
41229 S/4/2018 380.18 trust fund
S/a/2018 31211 5/4-24/2018 1,584 00 35015 136596 5/14{2018 141969 0
5/24/2018 [73.73) 5/24-6/11/2018 239175 7890 2.219.12 &/11/2018 1,666,49 1%
6/11/2018 57163 &/15-1R/2018 17400 BA6E] 6/18/2018 77144 i
6/18/2018 7519 &/17-7/13/2018 2,575.00 3745 2,612.74 T/13/2018 251007 6
TR 10267 T/13-26/201R 521698 19.45 5,290 20 1126/ 2018 5.257.37 13 52%6 37
1183 1/16-R/13/1018 14378 5% 18645 14,2249 8/13/2018 133230 18
11,892 67 12,892 67 RN13/2018 13.000.59 teust fund
B/13/2018 (107.92) 8/13-9/14/2018 4 R0} 11265 4617.45 9/14/2018 425055 o
G/17/3018 36690 9/17-21/201R JARTOO 285390 9/21/1018 2,650.00 a
9/21/2018 20390 9/21-10/4/2018 107400 54.15 1,123.7% 10/af2018 103154 13
10/4/2018 192,21 10/5-11/2/2018 438700 B7.95 4.491.26 11/1/2018 417875 2
1127018 11251 11/213f018 417500 17.30 4471021 11/13/2018 416135 12
11/13/201R I0R 86 11/14-15/2018 103269 1,34155 11/15/2018 L0669 1
11/15/2018 17686 11/15-12/13/2018 193675 102,84 211077 12/13/2018 1,682 ER i
42789 12/15-1/08/2018 153521 Juan 162870 R 2019 1,607.70 4
1/8f2019 1100 1/09-24/201% 1.846.00 152 50 1.E14.50 1/25/3019 1,788.00 & ]
115019 2650 1/15-2/06/2019 182750 154595 179905 2/6/2019 1,621.00 12
2/6/201% 17RO5 2/D6-247019 118060 100.00 115865 2/25/2019 1,100.00 b} ]
25/2019 158,65 02/25-03/07/201% 1,524.00 90,00 1.772.65 3772019 1.762.13 10 deposit include salary check
/7019 1052 03/6-21/2019 271400 9400 262652 /2172019 1213100 15 inchude ehech amt 1450 not
e luded in the eollect on
Int
yaifae 195,51 03/27-4/10/2019 719.00 20300 17152 4/102019 4630 10,000,100 19 include check 1%6 30
112227} Lyndon Nena
4102019 B71.22 4/10-5/02/2019 00 87 24000 L m SI2/019 401.1% 77 depout include wlary
chedh of Shrue Geoege
5/T9/2019 614.94 5/03-29/2019 1,502.75 260.20 LBG7.49 5/29/2019 a1%.03 %
5/29/2019 BIR A6 5/30-6/13/2019 1.715.24 75030 441140 6/13/2019 137425 i
£/13/201% 103915 &/13-17/2019 1500 1895 1,135.20 B/17/2019 430.00 1.929.66 a
B/17/2019 905,20 &/18-27/2019 A457.50 5495 1,267.75 6/27/2019 395.00 9
62772019 27275 6/27-7/15/2019 1.249.50 176,00 194625 7/15/209 125252 6,020.08 18 include checks following
ri15/2019 69373 7/16-08/02/201% 1,364 00 14586 171187 8/2/2019 B45.30 17
Bf2/2019 B66 ST H/T-R/2019 13500 695 1,094 62 B/R/2019 J80.00 19.742.02 1
B/1/1019 B4 62 A/9-23/2019 526.00 3020 1,11042 B/23/2019 510,00 14
B/21/2019 BO0.47 R/23-29/2019 LI64 87 65 00 1.,800.2% B/29/201% 142617 [
B/29/2010 7417 08/29-9/04/2019 232800 171.63 2,530.49 S/4/1019% 1,400.00 T
9/4/201% HIA00 9/04-10/2019 5.%00.00 15594 627200 9/10/2019 5,750.00 &
9/10/2019 51202 9/10-9/11/201% 1,195.00 12.75 1,704.27 9/12/2015 1,000,00 1
9/12/019 427 9/12-10/012019 1,295.26 26500 173453 10/4/2019 1,045 78 19
HUE ] BRA.7S 10/07-14/2019 26000 R120 BES.5% 10/14/2019 411 T
1071452019 23132 10/14-28/201% 2,697 00 52,50 1,075 R2 10/28/201% 2,791.69 14
102872019 28413 10/79-11/14/2019 67550 19275 566 B8 1114720159 430.00 16
11/16/2019 13688 11/15-12/05/2019 5,615 87 1900 554375 12/5/201% 5,390.37 0
12/5/2019 15138 12/05-06/2019 277698 293036 12/6/2019 2,561.98 1
12462019 168 38 12/06-31/2019 1,109.00 53.90 T21.48 12/11/2019 0500
1243142019 218.28 111,329.61 6.242.73 106,873.41
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Annex 5
TAFUNSAK MUNICIPAL GOVERNMENT
SUMMARY OF BUDGET AND DISBURSEMENT
Covered period 2016-2019
2016 2017 2018 2019
BUDGET 189,333.04 245,186.00 291,846.54 278,949.00
Total Disbursement 195,915.94 266,866.62 282,051.33 284,770.53
1.03 1.09 0.97 1.02
Not Supported 80,935.29 111,150.00 142,737.22 139,444.90
41% 42% 51% 49%
Insufficient Documentation 7,760.95 13,147.70 1,044.90 5,802.78
4% 5% 0% 2%
cash payment (logbook) 45,036.09 54,765.33 66,056.10 45,145.87
transfer to checking account 32,836.11 48,897.96 64,968.14 40,562.45
12,199.98 5,867.37 1,087.96 4,583.42
2T% 11% 2% 10%
Undocument cash disbursement
Total cash disbursement 23,738.73 100%
total supplier invoice 7,532.59 32%
Total undocumented 16,206.14 68%
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TOTAL
1,005,31458

1,029,604.42
102%

47426741 2.a
46%

27,756.33 2 paragraph 2
4%

211,003.39

23,738.73 2.b
11%
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Annex 6: Sample of Deposit Slip
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ANNEX 7
TAFUNSAK MUNICIPAL GOVERNMENT
SUMMARY OF SS EMPLOYEE SHARE AND COMPENSATION TAX
FISCAL YEAR 2017-2019
Date 55 Employee Share  Withholding Tax Date 55 Employee Share  Withholding Tax
10/6/2016 105.22 99.56 1/10/201% 270.6 216.48
10/20/2016 105.22 99.56 1/24/2019 217.35 173.88
11/2/2016 105.22 99.56 2/7/2019 206.87 165.5
11/17/2016 105.22 99.56 2/22/2019 213.66 170,93
12/1/2016 105.22 99.56 3/7/2019 213.07 170.45
12/15/2016 105.22 99.56 3/21/2019 215,58 172.46
12/21/2016 185.61 148.49 4/4/2019 211.18 168.95
/1272017 185.99 148.8 4/18/2019 212.37 169.89
1/26/2017 184.75 147.8 5/2/2019 204.06 163.25
2/9/2017 183.87 1471 5/16/2019 22813 182.51
2/23/2017 185.75 1486 5/30/2019 228.54 182.83
3/9/2017 185.93 148.75 6/13/2019 248.99 199,19
3/23/2017 185.99 148.8 6/27/2019 234.68 187.75
4/6/2017 185.87 148.7 7/11/2019 244.35 195,48
4/20/2017 179.98 143.98 7/24/2019 242,98 194.39
5/4/2017 180.59 144.47 8/8/2019 306.53 24523
5/18/2017 182.71 146.17 8/22/2019 255.07 204.05
6/1/2017 183.96 147.17 9/4/2019 248.48 198.78
6/15/2017 185.64 148.51 9/19/2019 290.91 232.72
6/29/2017 185 148 5 4,493.40 $ 3,594.72
7/13f2017 185.19 148.15
/2742017 184.46 147.57
8/10/2017 185.99 148.8
8/24/2017 184.31 147.45
9/7/2017 185.99 148.8
9/21/2017 261.03 208.82 2019 S 8,088.12
b 4,399.93 § 3,612.29 2018 $ 10,070.36
2017 § 8.012.22
10/5/2017 215.02 172.02 Total $ 26,170.70
10/19/2017 194.46 155.57
11/2/2017 195.11 156.09
11/13/2017 207.55 166.04
11/16/2017 253.94 203.15
11/30/2017 205.09 164.07
12/21/2017 204.02 163.21
1/10/2018 223.59 178.88
1/25/2018 207.5 166
2/8/2018 206.4 165.12
2/22/2018 200.45 160.36
3/8/2018 208.55 166.84
3/22/2018 203.23 162,58
4/5/2018 202.92 162.33
4/19/2018 202.31 161,85
5/3/2018 206.63 165.31
5/17/2018 210.49 168.39
5/29/2018 21111 168.88
6/14/2018 204.72 163.78
6/28/2018 203.46 162.77
7122018 197.42 157.94
7/26/2018 21324 170.6
8/9/2018 282.82 226.25
8/23/2018 227.36 181.89
9/5/2018 235.79 1B8.63
9/20/2018 27146 217.17
s 5594.64 § 4,475.72
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Annex 8: TMG MOA: Salary & Benefit

° PERSONNEL MANAGEMENT

o General: This chapter deals with procedures relating to the recruitment and
appointment of personnel to all approved and classified positions of Tafunsak Municipal
Government.

e Vacancy Procedures: All vacancies must be announced and given wide publicity for a
minimum period of 20 days prior to closing date for applications. Vacancy
announcements are required to contain the following information:

= Position Title

= Description of Duties & Responsibilities

e Qualifications Requirements

e Salary & Benefits

= Duty Station

o Methods of obtaining application forms, including closing date for receipt of
applications

All completed applications must be filed with the Office of the Mayor for positions
classified in Table 1 under section 1.4. The Mayor shall review the applications and
select a candidate for appointment in accordance with the guidelines set forth
under section 2.3

o Interview & Selection: The Mayor shall conduct the interview with special emphasis
given to the following criteria:

» Education & Work Experience
e Criminal Records; and

« Moral Character

For all staff positions for the Municipal Council, the Chairman makes the final

dec n selection of applicants. The Office of the Mayor may assist with the
prequisite paperwork for recruitment of new positions or filling of vacancies for the

Council.

o Criminal Records: All Applicants for any positions within TMG shall furnish a

clearance certificate from the State Police certifying that he/she has not been convicted

4
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Annex 9: Sample of Employee Contract

TOFOL, KOSRAE STATTE, FSl, 96944
L. MO, (697) 3703217

PERSONAL SERVICE CONTRACT

The Municipal Government of Tafunsak (“Government”) and | hereinafter referred to
as_“Contractor”, mutually agree to the following terms and conditions:

1.

VI

VII.

CONTRACTOR'S DUTIES: The Contractor shall:
a. Perform any and all duties and responsibilities of a Treasurer.

b. Perform all other duties and responsibilities as assigned by the Mayor,

GOVERNMENT DUTIES: The Government shall:

a. Pay the contractor a gross biweekly salary of Two Hundred Seventy Two Dollars &00/100

($272.00).

b. To provide the necessary supervision and support to Contractor.

PLACE AND PERIOD OF PERFORMANCE: The work set above is to be performed within the
Municipality of Tafunsak. The Contractor’s performance shall begin on January 2019 and end
on September 2020.

WORK PRODUCT: All work product developed in the course of this Contract shall be the
property of the Government.

LEAVE: Contractor is entitled to any leave benefits as prescribed by Government’s MOA.

OVERTIME, HOLIDAY, AND HAZARDOUS PAY: Contractor is entitled to thes benefits as
prescribed by Government’'s MOA.

DEDUCTION: Deduction for personal income taxes, social security and insurance premium due
from the Contractor to the State or the National Government will be made by the
Government.
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PUBLIC AUDITOR’S COMMENTS

We would like to extend our appreciation to Tafunsak Municipal Government for their
cooperation and assistance throughout the course of the audit.

In compliance with government auditing standards, a copy of this draft report was shared with
the Mayor and Chairman of the TMG 9" Council to provide response to the findings.

In addition, the Public Auditor Office also extends copies of this report to the following officials:

Governor, Kosrae State
Speaker, 12th KSL

Members of the 12th KSL
Attorney General, Kosrae State
Chief Clerk, Kosrae State Court
V6AJ Radio

il

Should there be any questions and concerns regarding this report, please contact the office of the
Public Auditor.

Respectfully,

Public Auditor
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the report
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(691) 370-3766
(691) 370-3767

34



