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To amend the

A Bti,J, [,OR AN ACT

State Code by nmendirrg S*ction l, Section 2, Section J. S*c;tion { and

l3-
j

Section 6 of 4 of Title 10, and for o11r*r purpr)ses.

BE IT ENACTED BY T}IE KOSRAE STATE LEGISLATI IRE

Section 1 Pgfppse.-The purpose ol'this Act is to amend tlre Kosrae Stater (lode hv

1, Section 2. Seeti*n J, $ri:tron 5 and Section ft 6f Chapter,X nl''l-itle ill toamending Secti

delegate the o1'th*: hiennial gnl-*rnment expenditure aridit to the Puhlic Auditr-rr;

am*nel the of lerrn ancl sala.ry nf th* Iluhiic Ar"rditor. establish the requirenrernt frrr thc

audit recornmendalrorrs" ciar"it\, the investigative authrx'ity the Puhlir:

Auditor; and sh whistlelrlor.ver protection. and for other purposes

Section 2 Aqrcudnarut,.Title I 0, Chapter 4 of the Kosra.e State Cocle is hereby arnexrcl*d

"Chapter 4. Requined Audit* - O{fice of the Public Auditor

Section 10"401. AnnualiBiennial Audit" There is an audit of all expenditures

of public at the end of each fiscal year. ffthe Legislature is satisfied that the

objecti of the annual audit can he nret hy a biennial audit, then it mav. hy

resol waive the reqrriremenl nf"an i nnual audit" The [,egislature e*fl'no+ $.iry-

th* annual audit 1qqpi!-S1lqnt ex€€pt every oth*r year

on 1 CI "4{)2. Co*tr*eting fur A*+u*}lBienr+ial-au.dit

\k itlrthe-apprevaffi she{,egt"1afi rre; {he
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pt#lis-tuftds. Ilhefubiie_Auditqr_shallhayqpd-maryre_rpous-ibrlrfy for qo-nd_ue,trng

Pslfqru&,e au d r,t d i reqt h: u l: rug_r-ts, alyn,Lasau[pss;

Outsouto-etls-asdit ,p- al icelpsen-dert-gualifi-e-dagditlrigfiryr through a

Eqntf r:l-r$.v*qpIpqluqurcu{p1.$*-q-5-5;-q1.

Mr_cro!9ria..Is a_dut_ip_l$ercn{,sj{ersgalhe soq!"aqt*&{_an iu.dcp-qn_dp_ut

audit

10.403. Ar-rdilnr ar:ee!$ and reporting for the annua.llbi*nnial arrrlir.S

s-ugased $.sdel$ssljo!,1!.t {]]2sba11_hays full access to all lrf
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appropriated funds for payment of thelndependent auditor. The Publigjudito:

10

11

L2.

13

14

15

16

17

18

19

20

21.

22

23

24

Speaker de$grates a*d autherizes in writing a Senator who has net h*d direet

$laleuent& I.he-llu-blq Aqdilei may.

Any contract for an outsourced audit shall be executed only after the Legislaturf,: ha.s

shall retain oversight AUthorjly lAmpgle1tbt
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ll_ 261
and of allottees of pLrhlic funds which, in the auditnr's.judgment.1

2

3

4

are relevant to the audit. pw*tm t kr $i*etio*"1O,4+[. All Government oft-ieials, *nd

employees and all allottees of funds shall cooperate fully with the *nr**#lhi*tlnr*l

auditor his requesl

aurlit s"lra,ll 1:Iurrua,n{*{}*iestltxr-l-O,4$-f result* in a firll arrd e1*ta.iled

wntten lr-v+heat#it+r'gubni_1t*rl tq_t_hc PuhkE-Aurlitpr,_Ihs, P!rt]1is, Audit*r

I

I

l

enti

Section 10.4C)4. I)efinition r,rf public funds. "Public funds" as useel in this

chapter, all the r*sonrees, revefiues, ancl grants, subsidies, contribirtions, rlr

nwned Lrt', rnvetl to, rx'helcl by the State, or held by any elepartrnent,

agency, anv other per"son for or rlrr hehalf of the Government, as r.veli a.s all {'irnrls

by the State in cr)fln€oti*n with State eontracts. State

State ation funding"

Section

Auditor

10.405. Offrce of State Public Auditor. There is an Office of State

Public for the State of Kosrae which is subject to the following:

The Office o{'State Putrlic A.uditor is to be headed by a Stare Public

Auditor, who may he a certil'red public acccluntant If the State Public

Auclitor is nclt a cerlified pr.rhlie aceountant, then at least one certifierJ

puhl i e agcErun t ant. seilifre.d j rr Xhr_ llryLed ftajss ur*qltrcrjurr sdiclron
3
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must he ernplo\.'e.l hy the filrlte Puhlie Auditor. l_liel--q€1gl,1lufe n:a]:. try

re$al"utia!-,aljp:y-*caEsplanr la-lbts-{squlrautrul"iy-Irc"n-so- Eartrj"r-sd pphlie

aqs-auttanl-ss{ified i! ths tin"iledStatcs-rs_s,np-lsyed_by_Lbs_$lale llutl!16

Auditsr-lrqyided tbat t-hs qftes.I d sush:exqegtipn-dpps -uo_t*s-xqep-d LB-q

14 y ea-rs al,-any-gi ven" tur p.

'Ihe Offiee<$'Stare Putrlir ,4uditor shall have the"otherwi*ehe s***led

withi+r{he disr:retinn !,0 A1rp(1i-rtt,,&sJtgn--A11d*1r:!,a11AgQ thg s,tafiBf the {-U';\.

eFth*St*t*-P#rlie Ar*dit<x lrrtrjeet to an apprr:ved hudgetary

apFr0pfiatr(]n

(2 The State lluhlic Arldrtor shall be appointed b_rr' the Governor, ra,'ith the

advice and consent of th* f ,cgislature. 'l"he Puhlic Auditor shall serve fi,lr a

term of f€ur-r(4) EQv_e_llfj_years and until a successor is confirmed. An

individual ma-y be reappointed for an additional term or tenns with thc:

advice and consent of the [,egislature.

(3 'Ihe l-,egislature may removc the State Public Auditor from ofifice for causc

by a twa-thirrls vclte [n the *:r,ent of such remcival, the Governor shall

appoint an Aeting lluLrlie .Auditor until a succe$sor is appointed and

confirmed.

10.406. Po'"vcrs and Lhrties The StatePrrhlic Auditor shali

(r lnspect and audit personally. or by his duly authorized assistants, all

accounts, books, and other tinancial records of the State Ciovernment" tr:r

include but not be limited to, every branch, department, office, political

suhdivision, board. comnrission. agency" other public legal entity (ou,red.
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//-ta
or paftially ownerl. hy thr: State.}, whether they receive puhlic fitncls nt

I

t,

nn{., and nonprr:{it ,;rganiralions that receive publie fiurds

(ioverrunertt"

th* 5tale:

4
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Inspect anel arrdit persottalll'. or by his eluly ar"lthorized assrstants, the fiscal

books, reeorcls, and aecnunls of all allottees and other custorJians of

public funds. makrng independont verification of all assets" liabilities.

revenues, expentlilures, and obligations of the State Goventtnent, entities

owned in whole or parl }ry the State Govemment, and agenr:ies of thrr

State Government

(3 Inspect and audrt personally. or by lris cluly authorizetl assistarrts, the fisr;r.l

hooks, recorejs. aorounts" ;ind other financial r"ecords associaleil r'vitlr any

puhlic funds of th* State {ri,v*rnment, inclucling the reeords oi'any

contractor perfornring pr.rhlic work on a cost-reimhursement*t,vpe contrar:r

in t.irder to verify the cosl r{rarged to the public contractor;

(4) Inspect and audit personallv or by his duly authorized assistants, the

books, records, acconnts, anel other financial records associated rvith

business sales that may be used for sales assessment for tax collection

purposes;

Prepare ancl llle written arrdil reports of all inspections and audits

Have the exclusive auclit ir"lrirdiction over puhlir funds of the State

Governmerlt, except a.s set f"orth in Section 10..{03, and except as he shall

contract for independent aurliting services to be performed under his
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1. supervision in instanc*s rvtr*-rre specia.lized expertise is requireel. or wherr-

aurliting requiremr:nts al'c [':*yond the eapaeit"i of the State Puhiic

Auditor's sta{J'arrej w'her* f i;nding is availabler,

materials perta.ining tn the vo,ork of the Office of the State Prrlllic: Audif *r,

Cooperate rvith Stale agencie:s by offering such advice and a.ssistancc irr

rray lre requested of the State Puhlic Auditor for the establishnrent r'rr

improvement of the accounting systern(s) used by the various Sta.te

agencies and depar"tments,

Requirethe aiel anel assislanr:e of all State offieials and emplnyeres ani:l anv

cr-rstodian of prrblie funds al all times in the inspectiern, exa.mination.

ittyg$llg1fig_1i'aneJ audit of any and all books" accounts, and rer:ords <r{'1h*

State Covernrlent, and

lla.ve aeeess during regular husiness hours to all oFthe boqrks ;ind

accounts, reports, vouchers" or other records of information in any

branch, department, offi ce, politi cal subdivi sion, board, comm i ssi on,

agency and other public legal entity (owned, or partially r:wned, hy the

Statel. Nothing in this section shall he construed as authorizing or

permitting the puhlication cf infcrrrnation prohihited by law.
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1 aqc,zuUabili1tuar$paleue,y,-ardt0legr{ylngoLemmcrlt-gletatto_q$.

Eud:ngs,uaEbe-rqle{r,e{1.t+ft eAttp-rrcy-G*essalqrqlheqapsloprLal!

a.rr-tho.:tti"es..teir-cri.uilal,-.-crlil,elradmimstrati_rsa{rqu.

2

3

qsryerehearitgs--denr-;t&daEp_e,uuxabdily-.ereq-u_lpel

plq$qcutp_rLal ac_t Lon

b)Referral_IqLary*Eril-o_rcejrgtt*alNd1plralAulhorft€$_.Esqa]atp

f, n{uurlotbetiS},{'Natr,pna!-Iub-lrsAucljtolorsali-atal

-eliorpsuenl-ageRqiesu"rhelrmisuse.of Iquqllinyqlue_s,uatlenal

prap-llt$ {]rq1g$5:-rta.tc,",tttpligatiqtg-,9ns-u,t itg_aq1ro:r_LeyBlr_d

Ei vrLqcoyq{y- aEUqL$ le, gJeslitilLaa-afn uusediuds}bassd

ulaudilfidlugE.

{tAdmioislr-ajt-vsosarrqJi"ao$.4udtuepa[6 uoaylngger

d1rcjpluary__pr,o_qe_edi'lgo.wjthi!-tle-pu$iE*[sryrqq,ty_$!em.rvhtEh

may"rg.Lul,t-r.ns:.rsppr$eq:-digmt-ssal,-or*q1hpr-a-d$inirtra,tr!.r
I

I

lr

I
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1,

I

p-e-Laltiq-s,

litrsatiqc,erisug-lrptn-audit fi.ndrryL the-EublitAudlt_olrr&r, ti\,!_-rcrsr

,ore-{}Lm-e{eof thsf"ollqwiilg--qeiurs-esof -ac*ti"crir.
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f f.
Seetion 1i 4A7 $pecial audits. The Lr:gislature, bv re:ioluti*n. n!

the Governor, hy written rcquest, may require an audit of il particular

agency or entity, or may rerluire an audit of the expenditure of public

funds, or a poftion thereof , at any other time. A special auclit recluest nray

establish reasonahle require,ments for the timing of the special audit anel

the special auelit reports IrT addition, the State Public Auditr-rr has tlre

disr:retion, a.s r,vell as the drrly anel power, to iriitiate an aurlit rvheneve,:r

anei rvherever the State Puh{ic Auclitr:r deternrines that such an arrrlil

r.vould be henefis:ial to the State . A rpecial auelit

requirements r:rf: this chapt.*r.

ter the

10.408 Audit Reporls All audit reports shall be in writing. anrl sha.ll

comply th the following"

(1) A copy of all audit reports of the State Public Auditor shall be provided to

the Governor, the Speaker olthe f,egislature, the Attorney General. and

shall be rnade ava.ilable t* the public by delivering a copy fo thr:

Ilroaelcast ALrthcrity and thr: Clerk of the Kosrae State Cor,rrt If a Statc

agency or publiclv-{rr,r,ned r:orporation is the sutriect of an audit report. it

shall also be provided a cotrry of the report.

(2" The State Public Auditor nrav file a repofi at such time as may he

specifically recluired by sta.tute or request or as he may determine if no

time is specified in a request"

(3) Each audit report shall contain recommendations made in regard to the

subj ect matter of the special audit. The branch 1 agency , or publicly-

B
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entit-v shall rr:spr:rrt} to the auditor's recommendati*ns and makr:

any necessary ecrrections

Rer:ommendalions in all arirlrl. reports shall be eonfined to within

the.jurisdiction of rhe State Public ;\uditor, inrluding compliance or

noncnmpliance rrrith laws gnverning the expendihrre of puhlic funds" and

the need for amenelments or new laws to secure the efficient expenditure

of public funels.

I0.40q. Venficatinr of'eleposits. ln verifyrng any audrt. thc Stale

shall have the right to a:i*ertain tlie amount of bank depositi;Publie

a.nd shall have th* righl Ir.r

available the State llr"rblie Ar.lclilor anv ollthcr in{'orrnation

of this section

Section I 410. Payment of salaries and expenses.

(1) The salaries nf the State lrrrblic Auditor, his stzrff and employees shall hr,:

paid in the same manner and through the samc proeedure used for the

payment of salaries ol'oth*r" State Government employees

which salarl, shall not be reduced during his term in

general lar.v a;rplyrng tn ail State (iovernnrent employees.
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(3 ) 'fhe State lluhlic Ar-rditor porition shall he exempt from the Puhlic Servic,r)

System. heirnrr:vc-:t'. fiiettrtrotr of his staffwhn rvoulel otherrvise rlualil'v f rit

entploymeitt in tlr* Pubiir .tervice System may be includerl thereirr

) 
"Ihe State Puhlic Auditor rhnll subnrit a propcrecl hutlget to thr: (rov,-rnotr/1

5

6

(4

7

8

I

tn he inch-rdccl in the annu*i hudget for presentation tn the I.egislalurr: at

the times recluired by the {:ode.

lction 10.411. Contracting for special services. The State Public Auditor

may contract with other persons or organizations of established competence for

special

duties.

required by the State Public Auditor to caffy out his powers and

such contraets hnrvever. rl.rell be within the established hudget o1'the

Office or specific sef)arate fi.rndinll. Any contracts ftir the servic*s nf a certifierl

public shall lr* a*,axleri onlv to lhe person or organizatiori r,r4ril, in thr:

best j ilf thc State Prrhlic Auditor" or othr:r

duties th thc lcast

use of funds.

Section 1 412. Issuance of subpoena.s

(1) The State Public Auditor may,by subpoena, summon persons to appear at

a reasonable tirne hefcrre him. Ii{e may administer oaths to sr:ch persons.

and cluestion thenr regar<ling receipts and expenditures of rnoney and

any other relevant matter$ rlecessary fbr the due execution of the dr.rtie.c

vested in fhe Stater Publie Auditor by this chapter.

State Putriir: AriditElr rnai,. issue suirpoena.r cJuces teeunr

Sr

responsibilities in ff $ompet{:r}t,

I
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production, w-ithin a reasorable time, of books, records, tl*curnenls. or'
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other relevant {ina.ncial pa.pers or ob.jects necessary for the performance

of his duties.

(3 subpoena i-qsued urrrler the autheirity eif thc State Puhlic Auclitnr 5h,:ill

br: issuecl in the nanre n{"thr State of Kosraer and shall he a.cldressed hr

surrntoneel, *r lo lhe person rvho is the custodian ol'the

Puhlir",

Audrtor ancl sliall

documents, nr othr:r pfiprr'{. required, the ohjr:r:t of the irrsper'.tirrn anri

audit, the tinre anel placc oi'the hearing and the con$equeilces of faihrre

tcl ohey the suhpoena or suffrmons. The subpoena, or summons, shall trer

served by a police of{rcer rvho is directed to serve the suhpoena

frlrthwith to the person to whom it was addressed.

A person suhpoenaed shall h;ive onlv tlrose prir,ileges against producing

l

l

r

itti._
l1r,
ll;itrl

I

rl
t;

:

.

Section I

(r ) Three types of audits may be performed.

(a) Financial and compliance. This type of audit determines wheth*r tlre

financial statements of an audited entit_v present fairly the finaneial

position and results of financial operations in accordance with

generalli, ac;eptcd irr*ounting prrincipler and whethr:t rlit: enlilri

I

:

1

2

.41 . Types of'audit-s and aurlit standards. The lypes of audits alrd

audit standards shall he as lollows.
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2

has complierJ with larvs and regulations that nray have a material

effect upon the finanr.:ial statements.

(h) Ilconomy and efficie nr:y. This type of audit determines r,vhether ar

entitv is managing and utilizing its resources economioally and

eflicierlly, the causer. of inefficiencies or uneconomical practices.

and rvhefher the errtil-i has er:mplied with law'and reg;ulations

concerni ng ecoil{)rlry *ncl ef}i *iency

{r:) lirclgranr r*sultii. l'hir,lype of audit detemrines rvhether the de.qrrr*d

r-esults or henef"its *stablislrerl by the [,egislature or othcr

authr"rrizing hodv are l:eing achieved and whether the progran:

administrators havc considered alternatives that might yield

desired results at a lower eost.

(2) Any given audit or review'may include one or more of the obiectives irr

Suhseotion (l ) of this sectiarr in the reasonable erercise of the State Publi,;

Ar rdi tor' s di sc i"ctiorr

State Pubhc Auelitor sha{-i gr.ay perform aur{its in ecinforniity u,ith

generally acceptecl auclit standards as established by the Ameriean Instrl.ult:

of C e rti fi e d Pu b l i c A cc ou nt a n t s OI_ gq1erc1lJ_agae$L_e_d,gp ygtrt m p! tt

alld$rlgstaadardsjssued-hy th-E-eoslplroLlei G$eral-qflhe -Ll!u-ts"d $tates.

departrncnts,-a€rua!c$._sf[ees_ and_pub]i-s--cn[Uelof the_S_lale.Gayeu]1!ert-inc[q_{!xg

gAlCL[n],e:1t*SAUgqneLt,UnrXS.,alfutpli_&orrgILr11]_Qnljecipfefr-tS_pf publiE--tg;p:lqg,l,

1"0

1"1

t2

13

1.4

1,5

16

17

1.8

19

2A

2t

22

23

I

:i

I

i

l7-eo1

3

4

5

6

7

I

I

(3)

EhaLrcirrs:ry audiL-findilgs*and re.-q,eumerdafLqtls-irsued by*lrl.b*liq -Auditol an-d

t2



t?

uqdr-

kll-o-tlr'e-QlEce-ql,thqPu-b-[cAudl1%lheitlornerG-e-{,qr,al,,uauylary

erfq{qe!1r-eirt alr tll or] 1}:

I

I

authar4]L

J

a-t

2

3

4

5

6

7

I

repp{_rsxla1rult3lh !0_the Legrslat_r.rre rtrt_[e_slalur dtaryelu-vqplans taket by

audrtgd*qnltjes fheJ-r&lic Audi-tc,r uq-v_"qlodual.&l"lpw.lp_reyteys ey-qry s1r

lul1hs-on-&-e-slatqf,Bf lhpinrpl-emertall,on -et oudf*rcsonrueudallpns",uith.tire

resu1ls_s-fuuqh-lo_llqrug fqflr,atly dpqumctte{aud:l-c-up-sraledinta Llre se,mianirue l

State Gor,ternment shall be protected under this section.
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aultloriticggnless

td-Ihelryh1$leblorryei-aarst:rtsinrv:rlrlglq-ds-qlasurs;-ar

0l prsslqgure_is_requlad ly -1aw*o-s-ltpgessalyj0 furtherllu uyss-ttgatiqn.

tLlyhiqb_aa$e,raasatablq stels_shal-l Le_takeq_ta_preleeLlhe ly-hisllpblpwcr

frsm:etaliauaa.

7

8

I

Ll'\

1

2-

3

4

5

5

ilre_Stalg--Qq_rrgriuuq:_tl,ol;ttt-l,eub,l_r_ce.strty_qhqli.

GJ-Di,sphug-e."-qlsnlqtq, Eilspqn.el- thjqalen-h-aras.,s-,et-olh-ersr.5t

.disqriurrralsagaul.*!a,1-v&ie_tJEb]-Auler;

ft-t -Iakes-r larl-tp, taks a!ry Fp-r-$q1--u-el,actton &atafuprrely-"affEqts the:

lsh js_tleblowerbgc.aqreqf .a.l:"Lqlgqt€fu li$losur'p,

CISstQediqs,-Alryhlsd,qblqwqr sulicslqd*to*relaliattau*a!-b,e-ejtlr1l_ed to.

(q)_&eln$Atgllsqltq_tllesa:l:srl-t_Sliulyalenl_pogjltqu
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