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SIXTH CONGRESS OF THE FEDERATED STATES OF MXCRONESIA

SECOND REGULAR SESSION, 1989

C. B. No. é"'(//

A BILL FOR AN ACT

To further amend title 55 of the Code of the Federated States of
Micronesia, as amended by Public Iaws Nos. 5-16, 5-88, 5-119, 5-121,
5-136, and 6-22, by amending sections 502, 505, 506 and 507 to authorize
the Public Auditor to audit certain nonprofit aud foreign corporations,
and for other purposes. .

BE IT ENACTED BY THE CONGRESS OF THE FEDERATED STATES OF MICRONESIA:

1 Section 1. Section 502 of title 55 of the Code of the Federated
2 States of Micronesia 1s hereby amended tn read as follows:
3 "Section 502. Definitions. Ad ddéd {4 £UL4 éHdprés{ For
4 purposes of this chapter only, the following terms shall
5 have the following meaunings:
6 (1) 'Foreign corporation' weans any corporation, other
7 than a nonprofit corporation, vegistered with the National
8 Government or any State of the Federated States of
9 Micronesia which operates in foreign or interstate
10 commerce, and which has its headquarters outside of the
11 Federated States of Micronesla, or which Ly owned more than
12 30 percent by a corporatlon which has Lts hicadquariers
13 outside of the Federated States of Micronesfa.
14 (2) _'Nonprofit covporatlon' means any corporation
15 registered as a noaprofit corperation with the National
16 Government or any State of the Federated States of
17 Micronesia which operates iu foreign or interstate commerce.
18 , (3) 'pPublic funds fvom the National Government'
19 means funds or relmbursements From the Natlional Government
20 arising from the Natlonal tar revenues, includlng Natlonal
21 tax revonuo sharod with the Staton puranant to artlele 1X,
22 section 5 of the Coustiturlon of the Federated States of
23 Micronesia, and all grants, subsldles, or contrlbutions Ln
24 the form of money, goods, or servlices from any source which
25 are received from the National Govcecament by appropriation
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1 law, or otherwige,”

2 Section 2. Section 505 of tictle 55 of the Code of the Federated

3 States of Micronesia is hereby amended to read as follows:

4 "Section 505. duties. The dutiee of the Public Auditor
5 shall be as follows:
6 (1) The Public Auditor shall inspect and audit
7 transactions, accounts. bocks, and other financial records
8 of every branch, departuent, office, agency, board,
9 commission, bureau, and statutocry authority of the National
10 Government and of other public legal entities, including,
11 but not limited to, States, subdivigionsg thereof, and
12 nonprofit organizationg recelving public funds from the
13 National Government.
14 (2) The Public Auditor shal) Inspect and audit
15 transactions, accournts, bhocks, and other flnancial recordsy
16 assoclated with any project, program, and activity
17 recelving funding In whole or lu parct Crom publie Lunds ot
18 the National Government,
19 (3) The Public Auditor ehell perform audits as
ﬁ 20 otherwise 8peclfically requlred by ”t”tUCQL_lﬂfiﬂﬂiﬂﬁ
] 21 audits of nonprofit and forelgn corporations doing business
22 in the Federated States of Mlcrouesia.
23 (4) The Public Auditoy shall have the discretion to
: 24 perform audits, or aBulst Jn the performance of audlts,
! 25 upoun request by the States.
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(5) The Public Auditor shall have the exéclusive audit
jurisdiction over pubiic funds of the National Government
of the Federated States of Microuesia, but he ghall have
the authority to contract for independent auditing services
to be performed under his supervislon in instances where
specialized expertlse 13 requived, or where auditirg
requirements are beyond the capaclity of the Public
Auditor's staff and separate funding is available.

(6) The Public Auditor shall file a report at least
once a year with the Congress. The Public Auditor may file
other reports at such other times as he may determine. All
reports of the Public Auditor shall be made available to
the public.

(7) The Public Auditor may submit recommendations
with his audit reports which shall be confined to matters
within the jurisdictiom of the Pubilc Audltor, Includling
compliance or uoncompllance with laws governlng the
expendlture of pubife money, and Uhe need For amendmentn
or new laws to secure the efflelent cxpendlture of publlc
funds.

(8) The Public Audltor shoil keep a complete and
accurate record or file of all audit reports, lnspections,
investigations, releasncs, audlt work papers, and other
materials pertaining to the work of the Office of the

Public Auditor.”
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Section 3. Section 506 of title 55 of the Code of the Federated

States of Micronesia is hereby amended to read as follows:

"Section 506. Powers. The powers of the Public Auditor
shall be as follows:

(1) The Public Auditor may exanine and inspect all
books, records, flles, papers, documents, and all financial
affalirs of every branch, department, office, agency, board,
commission, bureau, and statutory authority of the National
Government, as well as other public legal entities,
including States and gonprofit orgarizations receiving

funds from the National Government, 48 well as nonprofit

and forelgn corporations as defined in section 502 of this

chapter.
(2) The Public Auditor may audit the records of any

contractor performing public work on a cosft-reimbursement-
type contract for the National Covernment of the Federated
States of Micromesia to verify the coat charged to the
public contract. Any contrector performing publlc work
pursuant to a contract with the Natlonal Government of the
Federated States of Mlcronesla ehall keep and malntaln
records adequate to establlsl thu voildlty of costs charged
to the Natlonal Government.

(3) The Public Auwlitor may by subpoena summon persons
to appear at a reascnable time before him and administer

oaths to such persons. He may questlon such persons, under
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oath, regarding receipts and expenditures of money and any
other reasonable and relevant mattecs neceasary for the due
execution of the dutiss vesLed in the Public Auditor by
this chapter.

(4) The Public Auditcr may issue subpoenas duces
tecum within a reasonable tiwe requiring the production of
books, records, documents, cor other relevant financial
papers or objects necessary for the performance of his
duties.

(5) Any subpoenz oi gsubpoena duces tecum issued under
the authority of the Public Auditcr chall run in the name
of the Federated States nf Microvesia and shall be
addressed to the chief or other officer of the Divislon of
Security and Investigaticn of the Offlce of the Attorney
General of the Natlenal Governwent of the Federated States
of Micronesia. The subnocna or subpoena deces tecum shall
be signed by the Public Audiror and shall Ldentlly the
wlitness to be served or tne books, vecords, documents, or
other relevant flnanclal papers or objects Lo be produced
together with a refecence to the account subject Lo
inspectlion and audit,

(6) Any officer to whom such subpocna or subpoena
duces tecum Ls directed shell ftorthwlth serve cr execute
the same upon delivery thevcof vo him.

(7)  Any person who willfully falls or refuses to
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1 appear upon receiving service of a subposra, or who

2 willfully fails or refuses to producc any books, records,

3 documents, or other relevanlt financial papers or objects

4 designated in a subpoena duces tecum properly issued by the
5 Public Auditor, upon conviction thereof, shall be fined not
6 more than $1,000, or imprisoned for not more than one

7 year, or both. fallure by the Public Avditor to comply in
8 _ any material respect with the requirements of this chapter
9 shall relieve any person of the obligation to appear or
10 the obligation to produce designated waterisls, and such
11 failure shall be defeuse in any orcceediag agalnst such
12 person for punishmen'.
13 (8) Any person subject to a subnoena duces tecum
14 shall have only those privileges agalnst producing books,
15 records, documents, or other relevant ifnanclal papers or
16 objects which are authorized under Lhe rules of cvidence of
17 the Supreme Court cof the Federavod Staces of Mlceronenla,
18 the Constitutlon of the PFederated States of Micronesia, the
19 Trust Terrltory BL1L of Rights, or other appllicable law."
20 Sectlon 4. Sectlon 507 of title 55 of the Code of the Federated

21 States of Micronesia is hereby amended Lo reod as follows:

22 "Section 507. Types of audits and audlt scandards. The
23 types of audlts and appllcable audit standards shall be as
24 follows:
25 (1) THAé¢ Four types of audits may be perlormed:
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(a) Financial and_compliance. This type of
audit determines whether the financlal statements of
an audited entity present fairly the financial
position and resuilts of financlal operations in
accordance with generally accepted accounting
principles and whether the eacity has complied with
laws and regulations that wmay have a material effect
upon the financial statemencs.

(b) Economy and efficiency. This type of audit
determlnes whether an eptily 1.3 wanaglng and utilizing
its resources eccnomleally and «fficiently, the causes
of ineffleiencies or uueconomlcal practices, and
whether the euntity has complied with laws and
regulationg concernlng cconomy and efflelency.

(¢) E[;(_)ﬂ&_[tllﬂ_}f_\‘,‘_f_nlil__!_i_. This type of audlt
determines whethee the deslred results or bene!f s
establlshed by Lhe Cougresr or other authorlzling body
are belng achifeved and whether the program
adminlatrators have constdered alternntives that might
yleld deslred cesults at a lower cost.

(d) Pubiic Interest. Thly type of audit

fe e M TSR R mey T T T T e e e b TR

_nonllruf_[l' or fOf91_-&'1_&‘_"';‘;‘1&“_2_‘,"" :‘cl_utlng rto Ite

operatlons In ot la conneel ton wlth the Federated

States of Micronesla Indlcate o flnanclal posltlon
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consistent with the public laterest of the Federated

States of Mlcronesla,

(2) Any glven audit or review may include one or more
of the objectives in subsection (1) of this section in the
reasonable exerclse of the Public Anditor's discretion.

(3) The Public Aaditor shall perform audits in
conformity with gererally accepted audit standards as
establighed by the American Instltute of Certified Public

Accountants."”

Section 5. This act shall hecome law upon approval by the
President of the Federated States of Mlcromesia or upon its becoming

law without such approval. | ﬁ

Wagner Dgwrence
\
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