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An Act to define the duties. functions and powers of the Aunditor-Ceneral
rursusnt to Article VIXI Tection 15 of the Constitution ard to rrovide
for matters connected therewvith or incidental trereto.
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UFEOIT TRACTED W THE SITLIVLA OF TUE MARSVALT, TPTAYDC .

fection 1. fhort title and effective date.

This Act may he cited as the Auditor-Ceneral (Definition
of Duties. Functions and "owers) Act 19%¢ and shall come into effect
the date on which it “ecomes law,

Section 2. Interrretation,

In this Act, unless the context othervise recuires -

"acencv” means any department of gfovermment or hody
estarlished or funded bty the sovermment or a local ~overnment ,
and includes the follovinrg bodies and entities and their
officers, directors, servants, asents, and inderendent
contractors® anv ministry, authoritv, board, hranch, hureau,
commission. coorerative, council, derartment, division, fund,
sroup, institution prolitical division. office. nuhlic
cornoration, or anv autonomous or semi autonomous governmental
entity.

"audit' means an inderendent examination of hools,
performance, documents records., ard other evidence relating
to the receint. rossession, charre. dishursement. exnendidture.
aprrlication or use of puhlic funds v anv agency or anv

activitv of any arencv' or relatine to anv contract or rrant

~31-

on



PITL N, 46

FRISANEES §

1. 1006-25

el

N
=

v
N

|2
(5]

(3]
o

to which anv acency ié a partv. of any overations relatine to
anv transactions. of such acency, and includes financinl
audits, performancevaudits: and procramme audits or anv
combination of such audits as the Auditor-General may deem
arrropriate.

‘financial audit” means an audit to determine:

(a) whether financial overations of anv
covernment contractor or crantee, have
een prorerlv conducted:

(r) vhether anv financial rerort of anv
arency, contractor, or orantee has heen
fairlv nresented  and

(¢} whether anv acency. contractor, or orantee
has comnlied with laws and resulations
anplicahle to its or 'is operations.

“performance audit’ means an audit to determine
vhether an agencv has managed or used its funds. rersonnel,
prorerty, snrace, and other resources in an effective and

efficient manner, and to identifv the cause of any

o

do

ineff

iciencv or ineffective rractice. including anv inadeauacv
in manacement information systems. administrative procedures,
or organizational structure:
"procramme audit’ means an audit to determine
vhether the desired results or henefits of asencv rrorcrammes

or activities or of anv contract or ecrant. are heine achieved,
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whether the cohjectives established by the Fitiiela; or
othervise estal'lished n»ursuant to law or tv the Constitution,
are heine met- and whether the asencv. contractor., or orantee
has considered alternatives vhich mieht yield desired results
more effectivelv or at lower cost.

fection 3, Duties and Functions.

{1} The Auditor-Ceneral shall transemit to each memher of
the "itijela at its January and August recular session of eact vear a
femi Annual Renort as recuired v Article VIIT, “ection 15(4) of the
Constitution. The rerort shall consist of a financial audit of the
Generzal Tund, trust funds, othter funds of anv acencv vhether or not
arpropriated, eacl contract to vhich anv azencv s a partv. and each
arant made or received by ar arencv. Thre audit shall cover thre
receipt, possession, and disbursement of public funds includine all
liakilities. receivables, and accruals of anv agencv. all taxes, fees,
receints. and other revenues of anv agencv, and all otrer financial
statements issued or rrepared hy any arencv. Tersonal service contracts
and prime contracts with emplovees of any agency shall he audited as
rart of the recular operations and activities of the arercv.

(2) Theé Auditor-Ceneral shall from time to time male-
such other audits of the ~overnment acencies, activities, contracts, or
srants as are »ossible withir the tudset provided for him and as he
deem fo he in the ruhlic interest and consistent with this Act.

(3)  Tnon recuest of a sovernment acercy the Aiditor—

reneral shall nrovide his oninion as to whether or not arv rractices are
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in accord with r~enerallv sccented accounting ~rincinles.

Tection 4. frecial Juties to act to prevent fraud, waste

and atuse ir the collection and exrenditure of

nuklic funds.

(1) The office of the Auditor Teneral atall smeicallwv

act to rrevent and detect fraud, waste and atuse in t'e collection and

exnenditure of all public funde, The Auditor Ceneral mav audit anv

transactior involvin~ the »rocurement of sunnliec or the nrocurement of

any construction %v “inistries of the ccvernment and the nrocurement of

any suprlies and services in connectior vith such constructior.

investications wher necessary relatine to ~rorrammes ard orerations

w7

involvine exrenditure of puhlic funds.

e may revievw leciglation and

rerulations relatinc to nroorammes and onerations involvinc~ exnenditure

of nutlic funde and mav make recommendations concerning the effect of

such legislation or rerulation on the nrevention and detection of fraud.

vaste and ause. The rerson in charre or the roverning %odv of any

services and sunrlies in connection therevith,

mav reauest the

assistance of the office of the Auditor-feneral vith resrect to

implementation of any prorosed rolicv.,

Section 5. “taff,

(1) At the recuest of the Auditor-Ceoneral the “uklic

“ervice Commission may arnoint Assistant Auditors-Ceneral. accountants

auditors. finarcial manacement analvsts

-34.
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other personnel as may he necessary or convenient for the effective
functioning of the office of the Auditor Ceneral.

(2) The Auditor-feneral mav estahlish surnlemental
personnel rerulations including a code of et!'ics for the officers and
emrnlovees of his office. o officer or emplovee of the office of the

Auditor-Ceneral shall hold, or he a candidate for anv elective nuhlic

office while hmeinr such officer or emrlovee. nor shall he hold office in

any rolitical party or rolitical committee, or particirate in anv
political camnaicn of any candidate for ruklic office while teire such
officer or emrlovee., 1!To officer or emnlovee shall activelv enrare in
any other husiness r1rofession., or covernmental office.

(3) Anv persor who violates anv such regulation asc
referred to in Subsection (2) shall he cuiltv of a hreach of discirline
and shall accordincly be dealt with by the Tuhlic Fervice Commission
or anv other bodv which has jurisdiction in that hehalf,

(L) The Auditor-Ceneral mav, when in his tudoemert it is
necessary, delecate any of his duties, functions and powers to anv of
his subordinate officers or emplovees. Ffuch :officers or emnlovees
shall renort their findings to the Auditor-General for his review.

CSection ., Outside specialists mav be hired.

(1) The Auditor-feneral mav-ohtain in services of
indenendent certified public accountants. cualified marasement
consultants, or other nrofessional persons, as lte feems necessarv to
assist him in carryin~ out his duties. Inderendent s~ecialists shall-

he used for anv audit involving the office of the Auditor-Ceneral or
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with respect to which the Auditor-fieneral or the office of the
Auditor General has a conflict of interest, includine an audit of
any agencv, contract, or grant for which the Auditor-General has bad
management responsibilitv or in which he was emploved durine the two
vears precedine the time period covered v the audit, or Aurine the
two yvears subsecuent to the audit time reriod.

(2) If the Auditor-General fails to schedule ar audit so
that it can Be comnleted in time to comnly with anrv applicable law or
the terms of anv loan, grant, financial assistance, or contract, or if
the Auditor-General faile to commence. conduct, or comrlete anv audit
as required bv law, the rerson or agency concerned mav, uron the
apnroval of the Cakinet and the Auditor-fCeneral and suliect to the

availability of funds, enter into a contract with any inderendent

certified nuhlic accountant for the nurnose of conducting tre audit.

fuch audit shall be conducted as far as nossible in conformitv with
standards adornted by the office of the Auditor- Ceneral.

Tection 7. Gentralization of all auditine services

required bv povernment agencies.

The office of the Auditor-General shall conduct or
supervise all audits reaquired for or sought hy any govermment agencv.

fection 8. Audit standards.

(1) The audit standards shall he consistent with
provizions of this Act and vith generally accerted auditine standards.
The audit standards shall incorporate the standards for audit of

Government oreérations, programmes, activities, and functions ruhlished
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from time to time hv the nited States Ceneral Accountine 0Office,
including standards issued hv the American Tnstitute of Certified
Public Accountants referred to therein.

(2) All audits conducted or caused to be conducted kv
the Auditor feneral s%all ke performed with the tirchest derree of
professionalism and with strict avoidance of any degree of nartisanship
or hias,

Section €. Audit procedures and recuirements.

At the conclusion of the audit the Auditor-feneral or his
nominee shall discuss the audit with the officials vwhose asencv, crant,
contract, or activity bas heen the suhiect of tle audit and sukmit to
them a draft audit recort. The rreliminarv audit and nronosed findincs
shall not he made public rrior to the receirt of comments form the
arencies concerned. Tf the officials are not availahle for personal
receint of the list of audit findines. tren deliverv shall ke deemed to
he made when it is delivered to the agency. The agencv shall submit to
the fuditor-Ceneral vithin 15 days after the receirt of the list of
findings ite written statement of exnlanations or rehbuttals concerning
anv corrective action to be taken to rreclude a recurrence of any
adverse findings. The Auditor General shall publish the suhstance of
the asencv's resronse in the audit renort.

(2) An audit renotrt shall make special mention of:

{a) anv violation of the laws within the score

‘of ‘the audit- and
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“(b) anyv improper expenditure, any improper
accounting procedures, all failures to
nronerly record financial transactions, and
all other inaccuracies. irregularities,
shortages, defalcations and other imrroner
rractices.

(3) C“pecific allecations namine the versons involved in
imrroper or illeral acts found in the course of an audit shall he
included in a special confidential rerort vhich shall ‘e transmitted
only to the Attornev-Ceneral.

Cection 10. Committee of the “itijela on Tublic Accounts.

(1) The Committee on Public Accounts shall review all
audit rerorts of the Auditor-feneral, and the Auditor-feneral shall
discuss the manner in which his recommendations can te implemented with
the assistance of the members of the Committee. The Committee shall
recommend to the Witiiela in accordance witk Rule 42 of the Rules of
Procedure of the "itiiela any chaneces in law or rerulationsrhich it
finds necessarv or desirable as a result of its vorl with the
Aunditor-Ceneral.,

fection 11. Ffemi-Annual Rerort.

The Auditor General shall renort on his activities and
findings to the "itijela as recuired under Tectior 3 and such rerorts
shall te made nuhlic promntlv,

Tection 12. Authorization for the Auditor-Ceneral tc accent

funds for audits performed for Tederal Acencies.
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(1> The Auditor Ceneral mav enter into acreements or
contracts for the Federal Government, Tederal Acencies. or ~overrment
Arencles acting in hehalf thereof, for the purpose of conductine mutual
financial audits of rrogrammes funded in whole or in part hv the Tederal
Covermment and carried out hv arencies of the rovernmert.

(2} Applications for rrants. excent wtere nrotihited hy
law or the provisions of the grant, shall include a recuest for funds
adecuate to accomnlish the ohiectives of tre crant »rorosal, includine
monies to rav for the audit or audits of the financial transactions as
reauired bv law or the hrovisions of the rrant. Yonies budreted for
auditine a erant shall not e used for anv other rurrose.

{3) Costs shall he charred at rates estatlisted hv the

- Auditor-Ceneral and all amounts received on account of those charoces

shall e deposited with the Treasurer in a snecial account in the
Ceneral Tund and may te exrended without further apnronriation solelv hv
the Auditor-Ceneral for the orerations an? activities of “is office.

(4) The term of emrloyment of anv individual or firm
hired bv the Auditor-Cereral under the rnrovisions of this “ection shall
he expressly limited in duration kv thre availatilitv of federal funds
and shall expire on the date of expiration of the federal funds.

. fection 13, Budget.

The Auditor-General shall prerare an anrnual budget for

submission to the Mitijela in tle same manner as all other agency

budeets.
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“ection 14. Protection of informers.

(1) The Auditor-Ceneral may receive and investigate
comrlaints or information from anv rerson concernine nossible existence
of anvy activity constituting fraud, waste or ahuse in the collection and
expenditure of nublic funds,

(2) Tre Auditor-feneral shall not, after receint of =
comnlaint or information from a person, disclose the identitv of the
person without the written consent of the rerson, unless the
Auditor-Ceneral determines the disclosure is necessarv and unavoidakle
durine the course of the investiration. In that event the rerson shall
e notified in writing prior to the disclosure.

(3) Anv rerson who has authoritv to take, direct another
to talke., recommend or anprove anv nersonnel action, shall nto, with
reéﬁect to such authority, take or threaten to tal'e anv action acainst
any person as rerrisal for maline any complaint or disclosing anv
information to the Auditor-General, unless the comnlaint made or the
information disclosed vas with actual 'nowledge that it was false or
with willful disresard for its truth or falsity.

Tection 15. Access to agency information.

(1) Access reaquired. The Auditor-“eneral in carrvine out

the provisions of this Act shall pursuant to Article VITT, fection 15(3)
have access to all records. renorts, audits, reviews narere, hools,
documents, recommendations, corresnondence, and any other data and
material that is maintained hv or availahle to anv arencv which in any

way is related to the activities with resrect to which the Auditor-
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General has duties and responsibilities. The Auditor-feneral shall
reauest such information. cooperation, and assistance from anv

agency as may he necessary for carrving out his duties and
responsibilities. Upon receirt of a request, each person in cﬁarge
shall furnish to the Auditor--General or his nominee the information.
cooperation;, and assistance requested. The Auditor-Ceneral mav make
such investications, audits. and reports relatine to the activities of
the agencies audited as. are necessary. The Auditor-Ceneral shall have
direct and promnt access to the head of anv acencv vhen necessérv for
any purpose pertaining to the performance of his duties.

(2) Production of testimony or documents recuired.

The Auditor-Cereral mav recuest the rroduction, on a voluntarv hasis, of
testimony or documents from any individual, firm, or non-rovermmental
entity which relate to his duties.

(3) Authoritv to subnoena for the production of records.

The Auditor General may recuire by subpoenas, the production of all
records, reports, audits, reviews, papers, books, documents
recommendations., correspondence, and any other date and materjal
relevant to any matter under audit or investication. The subpoenras
shall be served in the same manner as the summons for the production
of documents in civil cases issued on behalf of the government, and all
provisions of law relative to such summons shall applv to subpoenas
issued under this Act.

(4) A judge of anv Court may, uvon arrlication hy the

Auditor-Ceneral, issue an order to compel the production of records,
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audits, reviews, papers, *tooks, documents, recommendations,
correspondence, and any other data and material relevant to anv matter
under audit or investigation. Any failuire to ohev a court order madé
under this Subsection shall he nunishable by the court as contemnt.

{5) Procedures for subpoenas to produce records.

Any subpoenas issued under this Section shall not be made public hy the

-Muditor-General, any officer or emnlovee of his office nor shall any

documents provided under this Section he made nublic until such time as
it.is necessary for the Auditor General to do so in the performance of
his duties.

(6) The provisions of Subsections (3) (4) and (5) of
this Section shall apply to Cections 16, 17 and 18.

Section 16. Access to confidential information and

prorrietary records.

(1) cConfidential or proprietary records or information
disclosed to the Auditor-General shall he subiect to the same lezal
confidentiali”y and protective restrictions in the office of the
Auditor-General as those records and informatior have in the hands of
the officially. authorized custodian. Any nrenalties arrlicable to the
officially authorized custodian or his subordinates for the violation of
any confidentialitv or nrotective restrictions anplicable to those
records or information shall also apply to the officers and emnlovees
of the office of the Auditor-Ceneral.

(2) The office of the Auditor-General mav not pubtlish

any confidential or proprietary information or records in anv renort,

4.
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including data and statistics, if that information as Duﬁlished is
directly referrable to any individual.

(3) Inside the office of the Auditor Ceneral,
confidential or proprietarv records or information may he used onlv
for official purposes.

Section 17. Access.to Tax Data.

(1) The Auditor-fieneral or any member of his staff
nominated by him shall have authoritv to examine and audit tre hool:s
and accounts of the Ministrv of Finance including the Division of
Revenue and Taxation, and shall have access to all parers, hools,
documents (including tac returns and tax return information), files,
tares, and any forms of rcording, includine comruters and recording
devices, which the Auditor-Ceneral, in *is orinion, deems necessarv
for the purpose of makine the audit, if such disclosure of information
is not in contravention of anv rrovision of law rrohibitine the
dissemination thereof.

(2) The:Auditor-Ceneral and his nominees mav audit and
enforce a taxpaver's or debtor's comrliance with the law in the same
manner and with the same authority as the Tecretary and other officers
of the Ministry of Tinance audit and enforce a taxraver's or dehtor’'s
compliance with the lav.

(3)  The scope of tle examination mé§"include'
certification of financial accountatility, lecal comrliance, or
evaluations of the economy, efficiencv. and effectiveness of the

Ministry of Finance, or any comhination of the forescine.
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(4) 1In the performance of the audit and examination of
the Ministry of Finance, the Auditor-General or anv memher of his staff
nominated by him may inspect and male conies of anv parers, hoolks,
records, instruments, .documents {including tax returns and tax return
information), films,K tapes, and anv other forms of recording, including
computers and recording devices of tle Ministrv. ™e mav call unon the
Ministry for assistance and advice, and such assistance and advice
shall be ¢iven throuch the assignment of personnel or in anv other
manner as recuested.

fection 1%. Access to contracts and grants information.

Anv contract to which an agencv is a partv. excent a
personal service or prime contract with an emplovee of the acencv, and
any grant awarded by any agency, with or without formal advertising,
shall include a clause to the effect that the Auditor-General shall,
until the expiration of three vears after final pavment, have access to
and the right to examine and copy, anv records. data, or pavers of the
contractor, any subcontractor, srantee or any subgrantee. relevant to
the contract or crant.

Cection 19. Power to subroena persons to testifv,

(1) "Thenever t-e Auditor Ceneral has a reasonahle hasis
for believing that a rerson has information with respect to anv matter
vhick is within the Auditor-feneral's jurisdiction to investirate, he
mav recuire bv suhpoena the attendance and testimonv of such rerson

under oath or affirmation.
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(2) If necessary to secure enforcement . the
Auditor-Ceneral shall rrovide to the iudre information concernine the
matter under investigation which shall include the name and address of
the prospective witness  the suhiect of the investication a summarv of
the status of the investication' a summarv of the reasons for recuestine
a summons for testimonv: and a summary of the general scone of the
inquiry to be made of a prosrective witness.

(3) The subroenac shall he served in te same ranner as
a summons for a witness in a civil case issued on *“etalf of the
sovernment and all provisions of law relative to such a summons shall
arnlv to a suhlnoenas issued under this Cection. A witness required hw
subpoena to attend and testifv under oath or affirmation and nroduce
books, documents and records shall Te sriven not less than 47 hours
notice of the time and nlace of the talino of testimonv, unless the
notice shall undulv interfere with the conduct of the investisation and
rrior approval for a shorter neriod of time for the subrnoena and notice
has heen ohtained from the judee., The witness, at the time of service
of the subpoena, shall te notified of the matter under investipation
concerning which the witnese will he reauired to testify and shall he
given a copy of the rules and nrocedures adorted hv the Auditor-Ceneral
and shall be notified that bis testimonv will te talen at a nrivate
session and that the issuance of the subkroena was.anrroved by the Judre,
and whether tte witness is a subiect of an investication. A suhtect of
an investication is a rerson-whose conduct is within the score of the

investication. The failure to furnish the witness vith anv notice or
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information recuired to he civen hy this “ection shall cause the
subpoena to ke invalid, Tn addition., the witness shall be notified that
te has a richt to consult and to have ar attornev nresent at the time
the testimonv is talken and tlrat he has a constitutional ri~ht not to
furnish or produce evidence which mav tend to incriminate him,

(&) A rerson subroenaed to attend and testifv shall apvear
and testifv under ocath or affirmation ledore the Auditor-Teneral or his
nominee.,

(5) The information souzht from the witness subroenaed must
he reasonably related to the subiect matter under investication. o
subpoenas mav bhe issued for rurroses of harassment for anv illecitimate
or improrer nurnrose.

All constitutional and statutorv richts and nrivileres which

exist with respect to anv summons issued bv Court. includine the

‘privileze arainst self-incrimination, shall have the same force and

- effect with respect to anv suhpoenas issued hv the Auditor-feperal.

(6) A judge of anv Court mav, upon arnlication hv the
Auditor-feneral 1issue an order to compel the attendance of a witness
and the giving of testimonv under oath or affirmation in furtherance of
anvy audit or investigation under this Act the same manner an? to the
same extent as hefore a court of law. Tailure to otev the order of the
Court with respect to the summons may te nunisted hv the Court as’
contemnt,

Cection 20, Referrals: Criminal Action.

Tn carrvine out his Aduties, the Auditor-feneral shall rerort

e
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to' the Attorney-Ceneral whenever the Auditor Ceneral has reasonalle
grounds to ltelieve that there has heen anv violation of the criminal
law, The Attornev Ceneral mav inctitute further nroceedincs,

Section 21, Referrals- Civil Action.

In any case vhere the Auditor Ceneral has discovered
fraudulent acts and helieves that civil recoverv rroceedines may te
appropriate, he shall refer the matter to the Attornev-Teneral who mav
institute anv rroceedines he deems anvropriate.

Section 22. 0Offence and penalties.

211 records of the Auditor-eneral shall be confidentifal
unless it is deemed necessary for the Auditor-Ceneral to make the
records public in the performance of his duties. Anv violation of the
recuirement of secrecy of proceedings tv the Auditor-Ceneral or anvy
office or emrlovee of his office shall e an offence and chall upon
conviction before the Ticrh Court be nrunished with imprisonment for a
term not exceedine six months or with a fine not exceedino one thousand
dollars or with hoth.

The provisions of this Section shall not restrict the nover of
Court to order the productior of anv records in resnrect of any matter
rending before Court.

. Qection 23. Tailure to prrovide information.

(1) All-acencies shall enter inte their puhblic records
sufficient information for a nrorer audit. and shall make the same

available to the Auditor General at his recuest.

b7
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(2} Any rerson who willfully fails or refuses to furnish or
preduce any hool, record, marer. document. data. or sufficient
informatl a necessary ¢ & proper audit which the Auditor- Ceneral s
authorized by the Constituticn and this Act to rerform shall be suilty

ar

of an offence, punishahie unen conviction hefore the Yieh Court with

not oxceedin~s three rmontts or with a fine not

Collers or with toth,

ilure or refus=al hy anv nerson to furnish or
tocl, record, raner, document. data, or

sufficient informaticn necessarv to a rroper audit which the

2]

Auditor-Teneral is authorized v the Constitution or this Aet to rerform
shall he sufficient ceuise for discirlinarv action bv the Tuhlic Tervice
Commission against such verson i1f be is an emnlovee of the covernment or
of a bodv or agencv suhject to the jurisdictior of that Commission,

(4 Tf guch porson is an emrlovee of a hodv or asency not
subiect to the jurisd’ci’on of the Tublic fervice Commission that body
or agencv shall rfa%e a-risniriate discinlinarv action against him,

fection 24. Adniuisitration of Cath or affirmation.

TThereas, pursuant o the nrovisions of this Act the

Auditor-Teneral s

W03 anv nerson as a vitness to cive testimony or
rroduce anvy accurments, vecords, paners, recormendations or anv other
data or materinal on ocath ov affirmation the Auditor-Teneral or his
nominee may administer ihe outh or affirmation as the case mav he.
Certificate

T herehv certify:
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(1) that the ahove {litijela ™11l 'o. 4F N.D.-1 has heen nassed
by the Witijela of the Marshall Islands on the 3rd day of
December, 1986;: and

(2) that T am satisfied that Yitiiela Till Vo. 4% N.D.-1 has
heen passed in accordance with the Constitution of the Marshall Tslands
and the Rules of the Witiiela,
I herehy place my signature hefore the Cler) of the Witiiela this

31st day of December, 1986,

/s/ Andrew “isaiah
Andrew ‘‘isaiah, Vice-Speaker
Witijela of the Marshall Tslands

Attest:

/s/ Rufina 1. Jack
Rufina ¥, Jack. Clerk
Hitiiela of thre Marshall Islands




