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POHNPEI STATE GOVERNMENT
OFFICE OF THE PUBLIC AUDITOR

xo ron i.,?3n,?poJ ll,it nuro,
Tel: (691) 320-2638tU07

E-mail: opsa oga@fnail.Jtrr

November 20,2018

The Honorable Marcelo Peterson, Governor, State of pohnpei
The Honorable FerrLando Scaliem, Speaker, Pohnpei State Legisrature
The Honorable Mernbers of the Pohnpei State Legislature
The Honorabie Board of Directors, Pohnpei Port Authority
Mr. Pius Roby, General Manager, Pohnpei Port Authority.

EXECUTIVE SUMMARY

We are pleased to submit the audit report of Pohnpei Port Authority (PPA) Payroll Allotments
and Applications and Uses of Annual Leave, as of and for the fiscal year ended Septem.ber 30,
2017. The audit wa:; conducted in accordance with Government Auditing Standards, isr;ued by
the Comptroller General of the United States. The audit was also performed pusuant to Article
11. Section 8 (2) o1'the Pohnpei State Constitution and Pohnpei State Law No. lL-10-79, and
such other related laws enacted thereafter.

The objective of our audit was as follor,vs: (1) Was PPA processing payroll allotments and

accounting for leave of absences in accordance u,ith applicable policies and procedures?

Based on our audit, we conclude that Pohnpei Port Authority (PPA) was not in compliance
rvith certain applicable policies and procedures governing its payroll allotment processing and
annual leave applications and uses. Our findings are described fully in the Schedule of Findings
and Recommendations on pages 4 to 7 of this report.

Presented below is a brief summarv of the weaknesses along with our recommendations which we believe
rvill help improve the .Authorify's operations if implemented.

Summary of Findings

J.

Excess an'nual leave paid contrary to PPA Policy,'

Annual leave cspplication of a Division Head nol in
approved by the General Manager; and

A ll otment .proc e s s e s not fo llow e d.

compliance with PPA policy l)ut



Summary of Recommendations

L General Manager should not allow practices that are or may lead to non-compliance with
PPA policies:

General Manager to ensure policies are duly communicated and applied unifornrly to all
PPA emp'loyees; and

3. Managencent to provide closer oversight over employees'payroll allotment proce,sses and
strictly etzfarce related policies and procedures.

A copy ol the draft report was provided to the Auditee and discussed with them during the exit
conference held on November 6, 2018. The Generai Manager was requested to pro"zide his
response to the audit findings that should include the Authority's corrective action plan in
rectifying the weaknesses cited in the repon. General Manager's response becomes part of the
report and is preserLted as Appendix A on pages 9 & l0 of this report.

An addendum to the enabling act that created the Pohnpei Office of the Public Auditor (POPA),
SL No,05-08-00, requires the Authority to submit to POPA a monthly report indicaring its
progress in the resolution of the findings cited in the audit report. The resolution of the lindings
shall not exceed six (6) months.

We extend our sin,lere appreciation to the PPA Management and Finance Division fbr their
cooperation and assistance during the course of our audit.

Sincerely,

/\. - -L,

llX,Lw ulw
Alice E. Etse J

Acting State Public Auditor



POHNPEI PORT ALi-fIIORTTY
Perfbt Inance Atrdit of Par roll Allotrnents and Lear e Applications and Uses

For Fiscal \,'ear Ended Seprernber 30. 2017

Audit Reporr No.006_ I g

INTRODT]CTION

At the reqtrest of the General Martaqer of the Pohnpei Porl Authoritl (ppA). the pohnpei Office of the
PLrblic Atrditor (PoPt\) conducted an audit of the Authoritr's palroll allotnrents and the applications and
uses of alltlttal leave for liscal rear enclecl Septernber 30. 2017. This report contains the findirngs and
concIusion resulting frorn the en_qagenrent.

BACKGROUND

The Pohnpei Port Arrthorit; 1PPA) is a cornponent unit of the Pohnpei State Govenment. It is goyerned
b1 a Board of Directors. rrho are appointed b1 the Gorernor vrith the advise and consent of the pohnpei
L.egislatLrre. 'fhe Board appoints the General i\4anager to o\ersee the overall operation of ppA. Directlr
uttder the General Manager are sevelt dilision heads that n'ronitor and proride sllpport to the,Ge,1eral
Marrager in the dar'-to-dar operatic'rns and lrana-qement of the Authoritr.

l-lre ser en dir isions arc.

./ Adnrinistration

./ Hulnarr Resources
,/ Facilities & Ndaintenarlce
'/ ,{ irport
'/ Seaport
,/ Marketine. and
,/ Finance

PPA has atotal of eiglrtr eight 188)emplorees uith approred personnel budget of $1.608.673 for Fy
1017.

Leave Applications and usages and Pavroll Allotment

PPA's Personnel Svslet.n Regulations \\as appro\ed on June 8.20 17. The regulation sets lc,rtl the
processes and procedttres govertrin-s the application and usages of annual leave as well as payments of
palroll allotntents.

In sutntrarr. the regLrlation requires that for eren leare taken it uill be first requested by'the emploree
and cotrcurred bv the irntttediate superrisor. The Genelal \{anager has the approving authoritl,for-all
requests. The Itutrbet' of antrual leare hours that each enrploree is entitled to depends on the number of
rears the ettrplovee uorkecl for PPA. shoun under Par-t 6.2.1 of the PPA Personnel System Regulation
(PSR). 'fhe leal'e hc,urs are girerr to the emploree at the beginnine of the "-car. For fiscal year 2017.
theallnual lear,eentitlelneltt-qi\entoPPAernploreestotaled 11.596 aldthenunrberoflroursusr:d ,,as
9.'+90. Atthe end of the flscalrear. the total accrued palroll liabilitl rias $85.520.

For tlre period rer,ielrt:d. PPA uas rnaking pa1 roll allotrnents Lrsuallv to about l6 allottees 11ith anroults
in the region of $36.25'i per pa\ period. Allotrnents are' scheciuled deductions from emploree's
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pa\check tcl various allottees as authorizeci br the crnploree. Unlike
no limitatiorr for the nunrber of allotmerrts ppA emplot.eei can carr\.

AUDIT OB.IECTIVE

The ob.jective of the itudit was to rer.ifr
fbr leure ofuhsences itt uc.t:ordunc,e witlt

Ptrlrrrpci Statc Gorenlrncnt. there is

rrhether: PP^1 i.s proc.e.ssirtg pu\l.oll ctllotment.s crncl uc,t:ttunlin.q
uplt I i c' u h I e po I ic' i e.s un d proc e cl ure s.

SCOPE AND METFIODOLOGY

Ottr rel ieu covered flscal rear l0l7 and uas lirnited to the processing of pa1'roll allotrnents ancl t6e
application and use of annual leare.

In ordel to achievc our audit ob-iectire. rre perfbrrned the firllo*irg:

l. We obtained all relerarlt pcllicies and procedures corerirr-g palroll allotrlents alcl the uses and
applications o1' lear e:

2. 'fraced 
schedttle of leare per enrplo\ee to the tinresheets to confinr proper appror,,al:

i. Traced accrual of lear.e per emplo-ree to the PPA policies to confinn compliance u,ith applicable
polic ies:

'1. Verified rvhether allottnents \\ere properlr approred and remittances are consistent: and.
5. Perforrned otf er procedures necessarr to achiere the audit ob-iective.

\\'e conducted this perfornrance aLrdit in accordance u ith -generallr accepted govefnrnent ;rucJiting
standards. Those startdards require that ue plan and perforrn the audit to obtain sufficient. appropriate
eridellce to prttvide a reasottable basis lbr our flndinss and conclusions based olt our audit objectires.
\\'e beliere that the er,idcnce obtained plorides a rcasonable basis fbr our flnclines ancl corrclusion based
cllr 0ur audit ob.lective.

PRIOR AT]DIT CO'/ERAGE

Tlre audit of the PPA itt.tnual f-lnancial statenrents is perforrned br a prirate CPA firrn. Deloitte and Touch.
as part of the antrttal llnancial statenrents audit of the Pohnpei State Gorernment. POPA has conducted
audits o1-PPA before. but this is the t-irst audit errqaqenrent on the Authoritl's payroll allotrnents and the
use of lear e act ir ities

CONCLUSION

Based ort our audit. ue coltclude that Pohnpei Port Authoritl (PPA)uas not irr conrpliance i,r'itlr cerlain
policies and procedr"lres s()\erttitt,s its parroll allotnrent processing and annual leale application and
usaqes as evidenced bv the schedLtle of f indin-es anci reconrmendations slrolvn on pages four (4) to seven
(7) of this repoft.
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POt_rNPEr PORT ALTTHORTTY (PPA)
Performance Audit of' Pavroll Allotment and Lear e Application & use

FISCAL YEAR 20i7

|,IAIDL:LE 0F FI\D]VGS A C0,Vl,tE];DATrOi{S

Criteria: The Pollnpei Pon ALrthorih's Persorrnel Srstems Re-uulations lpSR) approved on June g.2017
state in sections:

6.1.1 ...^'Th: General N4anager shall applore. clisapprove. modifi,. def'er or calcel arrr leare
required bv an emplo\ ee apall fi.orn sick lear e.. . . .".
6.1.2: "The elnplor.ee is responsible fbr initiatins the request forthe leave sufficientlf in a4rapce.
to allolv l'nallagelnent to nrake the necessar\ arrangement to cover the rvorkload of the
entplot ee.":

/ 6.2.3 "...The General Maltager's (GN'I)discretionan autlroritr to approve cash payments ... for
unused accutrtrtlated leare irt e\cess of 360 hours shall be lirnrted to circurnstances ll'here the
etnplovee submits a uritten request to the GM uithin 60 dals of the end of each calenclar )ear
demonstratinS: cotrpliance uith par-t 6.1.2 and 6.2,1 describing the lacts of rvhen leave requested
butdeniedanrlcontaininsthesignatureofthe applicantssuper\isor.departmentheacl.ortheGN,l
r erifr ing that lear,e \\ as l'equested but denied as described."

z 6.2.1 "Applicatiort for attttual leare shall be nrade in adrance frlr subrnission to the t3eneral
Manager fbr appro"al. Onll in cases of erlerqencr uill a prior appror,al not be required."

Condition: In r.erif,rng the proper disposition of ernplorees e\cess annual leave balances. \\,e re'r'ieqed
related transactiotts itt tltc sttbsecluent period. Durin-u the rer,ieu. *e noted cash pal,ments fbr excess
anrlual leare hottt's to sir enlplolees irt Decellber 2017. The enrplorees r.rork under the Airport Dirision
uith the satne Superrisor t.Dirisiolr Head). All six enrplorees applied to use their excess annual leaye
hours around the sante,tirle as shouu in the table belou.

Enrplor ee ARF'F ,

CHI

ition Date of Lear e

application
Duration of Leave Hours Requested Date l-,eal'e

Application
Declined

AFIS \or t7.:017 Dec. ll to27.2011 r03 l]'01 17

LT Not dated Nor'. l7 to Dec.31
2017

195 t2 0t l7

Dec.0l. l0l7 Dec.04toil"20l7 198 r2 0t'17

LT Dec. 0l . 101 7 Nor. 27 to Dec. 3 I r9l l2'0t l7

f n-,' nl 1nl-
I u!!,lrt. _l,l/ Dec.0l to 29. l0l7 126 12 01 17

\SST
EF

Dec.0l^ l0l7 Dec.01 to 10.1017 l5.t r2 01 'r7

4l
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Enrplor ee
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Enrplol ce ARF
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The table above and the supporting documents we reviewed showed the following:

Cause: The employees applied for the use of their excess leave at the same time to ensure management
will deny the applicirtions hence would be "forced" to allow "cash out" of the leave hours. 'fhis also
shows that the responsible management official failed to properly plan, coordinate and schedule
employees' use of ex.cess annual leave hours to avoid disruption of daily operation, instead, w:nt along
with subordinates' scheme. Lastly, the condition happened because the General Manager allowe<J it.

Effect: Payments 'r'zere made in spite of clear indication of non-compliance with the Ar-rthority's
Personnel System Regulation. This condition can lead to other employees following the same practice.

Recgmqendation: We recommend that the General Manager should not entertain practices that are or
inay lead to non-ccmpliance with PPA's policies and procedures. The General Manager should
strengthen the "tone irt the top" by duly enforcing all PPA's policies and rules. We also recommend that
management should practice and promote ethical culture throughout the Authority.

Auditee Response alrd Corrective Action Plan: Please refgr to Appendix A gn nages 9 and 10.
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lication

Criteria: Sectitln 6..1.'t of the Pohnpei Porl Authoritr states that "Application for annual leale shall be
tnade in adrance fbr:;ubrnissiolt to the General i\ianaser lbr approral. Onh'in cases of'erlergeng riill a
prior appror,al not be required."

Conclition: During our revieu ue noteil the fblloning: (a) one of the Diyision heads r.r,ent or,racati.n
\ithotrt lrling a leav,: appligation. The ernplcxee ertc-nrlecl his racatiorr ancl then had his secretar,\ flled a
leare application for ltitn. although the pa-r pe'ritrd has errclecl: adclitionally. (b) the dir,,isions'hr:ads are
appro\ in-uidisappror irrg lear e aptrllicatiorl c(rltrar\ to the aLrthorizaticlp p9lic1, i1 t6e ppA personrel
Sr stent Regulations.

Cause: Tlre above happrsllsd because (a) thc General 1\{anager (GM) approved the "late" leare
applications ol'the "Dirisiort Ilead" resarclless of polio and prudent r.nanagernent practice: and. ib;
lnanagelnent nrar har e ntisinterpreted its ori n policr .

Effect: The efTects of the condition are as fi-rllous: (a) the action mar be rierved as -.lenient" and could
lead to abtrse br thoser in tlte sante positic'rtt. and also. this can becorne the "lorrn" irr the orsariza1ion: (b)
the practice is in conllict u itlr PPA Persorrnel Srsten.r Regulations.

Recommendation: \d'e recotnmend tlre fbllouin-s: (a) the Gerreral Manager to be prudert i' his
responsibilities to Inaitttailt positire "tone at the top" b1 rnaking sure that all r.egulations are strictlr
colnplied uith attd are applied unifortttlr to all ernplorees regarclless of positiol: (b) GM to nrake ceftairr
that the regulations are clearl,r cotnrrtunicated to dit ision heacls and staffs to ensure all have similar
understand ins.

Auditee ResDonse and Corrective Action Plan: Please refer to Arrpendix A on pages 9 ancl l[0.
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Criteria: PPA Perscnttel Sl stetn Regulations requires that to begin or discontinue all allotrnents. arr
emplolee must complete a. parroll allotrrrent forrn. For example:

r Date & signature of emploree ancl approrin-u officer
r Nanre of allonee
F Arr.rount of allotmerrt
/ Allotrnent drrte or date to begin or cease allotntent

Additionalll. to change a prarrollallotment. an allorment form specifling the change (s) should be
prepared. properl-r'er:cuted ancl illed in the e-mploree's parroll records.

Condition: We selectetl 53 enrplorees for the rerieu of allotment. Altogether. t5ere pere g6.+
allotllletlts transactiorrs fbr the 53 emplorees durinc the \ear. our rer ieu disclosed lack and/or improper
docuntentation of the allotrnent trarrsactions. as follous:

/ 501 allotrnenls processed u ithout conipleting a change of allotmerrt fornrs:
r 176 allotrnenls not dated by the Dir isiolt of Finance:
/ 123 allcltr-nenrs nith staft date nrissing:
F 26 allotnrents * ith no allottee nalre on tlie allotnrert for':
. 26 allotrnents; u ithout approt ing siq,nattrre:
r .l tirrres erlplc,ree signature nctt girc-n:

/ 4 tirnes allotnrent date not clear: arrd

. .1 times antount o1'rallotnrerrt rrrissin-g.

\\'e also rtoted that there is rttt rttle otr the nurnber of allotnrents an ernplor,ee is allou'ecl to have or on
the frequencr oIchanlles/arlendrnents to the alIotrnents.

Cause: -fhe 
conditron happened because the responsible personnel processed the ernplovee allotments

despite the discrepancies. fhe situation indicates lack of proper olersight. supervisory'reyiep,s an,C/sp 1.,
in enforcing the policies. The unlirnited nuurber of allotments and related changes can occup\
erlploree's tinre r.rith r'olttmes of trartsactir-ltts and nrar hare contributecl to non-perfornrapce ol'certain
tasks.

Effect: TIlis corldition resultecl in non-cornpliance u ith PPA's Personnel S-n-stenr Regulations.
Ilrcorrlplete allotmettt fbrnts and utrsupported chanses could e-rpose PPA to potential problerns a'd
cornplications includilrg unnecessan financial loss. N'loreo\er. \\ithout a reasonable lirnit on the nurnber
of allottnents and related changes could be costl) and disruptire to the dailr duties of tlre payroll staff.

Recommendations: We reconrtnend that the responsible PPA r-nanagement should pror ide
applopriate oversight. closer super\ isiol.t. and should direct suboldinates to follorv the policies and
procedures on enrplor,:es' pa\rollallotrnent processes and related actirities.

\\'e alsc.l recomrnend lhat Inanaqelnent shoLrld eraluate the reasonableness of the unlirnited number of
allotment and related changes and uhether the practice is not costlr to ppA.

-7 
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POF{NPEI PORT ATJTHORITY
PERFORMANCE AIJDIT OF

PAYRC)LL ALLOTMENTS AND ANNTJAL LEAVE
APPLICATIONS AND USES

APPENDIX A
AUDITEE RtrSPONSE

FISC,{L YEAR ENDED SEPTEMBER 30.2AI7
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POHNPEI PORT AUTHORITY

2fi) Airport Road
P.O. Box 1150, Kolonia, pohnpei

Federated States of Micronesia 96941
Telephone: +69132A2793 Fax: +G91 3ZO2BL2

Website: www.ppa.fm

EOARD OF DIRECTORS

William F. Hawiey,Sr.
-;-._^^

Francisco Mendiola
Vi ce-Cha i rnr a r

Etiny Hadley
Sec:'eiary,1ireas Jf ei-

Paulino Rosarig
Mem oer

Ricky Cantero
Member'

Vacant
Vember

Vacant
M€.'r'toef

Pius Roby
General Manager

41
November 15, 2018

Mr. ihlen joseph

lsc i'lahnken, Li

Public Auiiitcr
Pohripei State Government
Koionia, Pohnpei FM 9694l

Maing lso ko:

Kaselehiie oh ahitungoai sakaradahn wahu pahn kupwurom\/i.

Attached i'or y<lur information and ready reference are our responses to your auditfincings fcriher Pohnpei Port Authority (PPA) payroli allotments and annual leave
aopiications anc usages perfcrrmance auciit ending september 3a,2017.

Thank you very' much for air ihe works perrormed during this audit.

Warm regilrds,

Pohnpei Pcrt Authoritr/
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POHNPEI PORT AUTHORITY
2fi) Airport Road
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OARD OF DIRECTORS

ililliam F. Hawiey,Sr.
_5ii.--^

Francisco Mendiola
Vice-Chairman

Etiny Hadley
<,a.roirr//Tro:( rror

Paulino Rosario

Mernber

Ricky Cantero
Merrber

Vacant
Member

Vacant
,Vemirer

Pius Roby
Conor:r M:n;cpr

November 15, :2C18

Responses to Performance Auciit of the Pavroii Alloimeni and Leave Application Uses

Finding Nc. L: Excess Annuai Leave Cash t3ut noi in Compiiance with Policy

The General iMiinager' {GM} ',.viii ncr entertain any practice that may lead to non-
compliance with PPA's poiicies anci procedures. Management will see to it that only
the Gener;ll Manager will approve, disapprove, modify, defer or cancel any leav,e as

stipulated on personnel policy 6.1.1. GM will not approve any excess leave request
that does not comply with 5.2.3 and that all annual leave shall be made in advance
for submission to GM oer 6.2.4.

Finding Nc,. 2: [\on-Compliance tc Annual Leave Application Ruie

The Generai Manager will be prudent rn his responsivities to maintain positive "tone
at the top" by rnaking sure ali regulaiions are sirictly complied with and are applied
uniforrniy io ali employees regarcjiess of posiiicn. GM should make sure that the
regulations are clearly comrnunicateO to division's managers and staff for
transparerlcy and cornmon unCerstanding.

Finding Nc,. 3: Payroll Allotment Processes Not Followed

Effective irnmediateiy. the Comptro!lei'or ciesignee will'provide appropriate overrsight
and clear:;upei'vision for the filing of allotment forms. Payroll accountant will nrake
sure all all,rtme:nt forms are prope?'iy fiiied out before honoring them. Managernent
will evaluate the uniimited number of aiiotmenis to minimize the cost and errors.
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