





to climate change, as well as the status of coordination, monitoring, and reporting of climate change
adaptation activities.

The scope of the audit was not limited to a specific timeline or cutoff date due to the fact that the
subject matter covers climate change actions from the inception of relevant policies and laws up to
current date. The team performed assessments on all information relevant to the audit objectives.
The main audit objective was to assess the extent of adaptation planning or efforts by the FSM
National Government to effectively address climate change issues.

We concluded that there are improvements needed in the coordination of climate change
adaptation actions in the FSM. This is based on our findings that the Government of the FSM is yet
to develop a National Adaptation Plan (NAP) to help the nation prepare for current and future
climate risk, and to build a climate-resilient nation through effective adaptation strategies that
foster a robust society and ecosystems and stimulate sustainable economic growth. We also found
instances of non-compliance with the Climate Change Act; as well as poor coordination of the
planning, implementation, monitoring, and reporting of the existing climate change adaptation
policies, plans and actions. The last finding relates to climate finance; a subject that is so relevant to
the FSM consideration the funding limitations we face to enable us to better protect the people and
resources of our island nation.

The details of the findings and recommendations are presented in the report attached and were
discussed with the Secretary of DECEM, and key staff from the Division of Climate Change. DECEM’s
formal response was obtained and reported in the management response of this report. As part of
ONPA'’s audit process, there will be a follow-up audit to verify the extent of implementation of
recommendations 9 months after the date of this report.

We express our gratitude and appreciation to Your Excellency and His Honorable the Vice President
of our nation, including your key staff for the support and the opportunity to discuss our findings
and recommendations in person. We acknowledge and commend the cooperation of the
management and staff of DECEM throughout this audit, and their commitment to address the
findings and recommendations. With the cross-cutting nature of climate change, we also recognize
and acknowledge the ongoing efforts and collaborations of the FSM Government departments
affected by the Climate Change Act and Disaster Risk Management and Climate Change Policy; as
well as our key stakeholders both in the national and international communities.

Respectfully submitted,

Haser H. Hainrick
National Public Auditor

cc: Honorable Vice President Aren B. Palik
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Abbreviations
Abbreviation Meaning
CCAA Climate Change Adaptation Actions
CCCSD Council for Climate Change and Sustainable Development
COP Conference of Parties
DECEM Department of Environment, Climate Change and Emergency Management
DoFA Department of Finance and Administration
DRM&CC Disaster Risk Management and Climate Change
GAGAS Generally Accepted Government Auditing Standards
GCF Green Climate Fund
GHG Greenhouse Gas
INC Initial National Communication
IDI INTOSAI Development Initiative
INTOSAI International Organization for Supreme Audit Institution
JSAPs Joint State Action Plans
M&E Monitoring and Evaluation
NAP National Adaptation Plan
NC National Communication
NDA National Designated Authority
NDC Nationally Determined Contribution
NWCC Nation Wide Climate Change
ODA Overseas Development Assistance
OEEM Office of Environment and Emergency Management
ONPA Office of the National Public Auditor
PASAI Pacific Association for Supreme Audit Institution
SIDS Small [sland Developing States
SNC Second National Communication
SPREP South Pacific Regional Environment Programme
TNC Third National Communication
UNFCCC United Nations Framework Convention on Climate Change
WGEA Working Group on Environmental Auditing
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1. INTRODUCTION
1.1. Reason for the Assignment

The Office of the National Public Auditor (ONPA) recognized the vulnerability of our
nation to the impact of climate change. Therefore, we joined the Global Cooperative
Audit of Climate Change Adaptation Actions (CCAA)
launched by the International Organization for
Supreme Audit Institutions (INTOSAI) Development
Initiative (IDI) and INTOSAI Working Group on
Environmental Auditing (WGEA). With support and
technical assistance from IDI, WGEA and the Pacific
Association of Supreme Audit Institutions (PASAI),
ONPA joins eight other Pacific Island Audit Offices on
this collaborative audit. The ONPA audit assessed the
extent of adaptation planning or efforts by the FSM
National Government to effectively address climate change risks and related issues.

The ONPA CCAA audit team chose to audit climate change adaptation planning for
several reasons and these included to assess; (1) the Federated States of Micronesia’s
(FSM’s) progress in developing a National Adaptation Plan (NAP) for the nation; (2)
the status of policy development and planning regarding climate change adaptation
planning within the country; and (3) the implementation of existing policies and plans
to determine governance, accountability, effectiveness, and transparency of climate
change adaptation planning and actions at the national, state and local government
levels, including the private sector.

1.2. Background

1.2.A. Treaty with UNFCCC and the 2015 Paris Agreement

In 1992, recognizing the potential threats of climate change, the Government of the
FSM joined the movement and signed the United Nations Framework Convention on
Climate Change (UNFCCC). The UNFCCC is the United Nation’s entity tasked with
supporting the global response to the threat of climate change. The FSM Government
through the FSM Congress ratified this Convention on November 18, 1993. The
ultimate objective of UNFCCC is to stabilize greenhouse gas concentrations in the
atmosphere at a level that will prevent dangerous human interference with the climate
system, in a time frame which allows the ecosystems to adapt naturally and enables
sustainable development.

To meet their obligations under the UNFCCC, all parties must report in national
communications (NCs) information on circumstances related to the achievements of
the objectives of the Convention and must detail their greenhouse gas (GHG) emissions
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as well as efforts to address climate change, and report on their vulnerability and
adaptation options.

The Conference of the Parties (COP) of the \(C )

N Vv

UNFCCC, at its 21st Session, adopted the Paris )
Agreement on December 12, 2015. In 2016, the

FSM signed up as a party to the Paris Agreement U N F C C C
as a Small Island Developing State (SIDS) and :
became one of the first twenty countries in the  (united Nations Framework

world to ratify the 2015 Paris Agreement. Per
Climate Change SIDS Report published by Source: UNFCCC | International Organization
UNFCCC in 2005, although SIDS are among the

Parties that are least responsible for climate change, this phenomenon on Climate
Change is nonetheless very important to SIDS because these are small island nations,
which are among the most vulnerable to climate change impacts that could be critical
in terms of loss of life and damage to properties and infrastructures, if no appropriate
actions are taken. Thus, on August 2, 2016, the FSM Government through the FSM

Congress adopted Congressional Resolution No. 19-237, agreeing to join a Treaty that
brings all nations together to combat climate change and adapt to its effects.

ion on Climate Change)

Nationally Determined Contributions (NDCs) are at the heart of the Paris Agreement
and the achievement of its long-term goals to reduce national emissions and adapt to
the impacts of climate change. The Paris Agreement (Article 4, Paragraph 2) requires
each party to communicate and maintain successive NDCs that it intends to achieve.
Parties shall pursue domestic mitigation measures with the aim of achieving the
objectives of such contributions. Thus, the Paris Agreement requested each country
member to outline and communicate their post-2020 climate actions, known as their
NDCs.

Nationally determined contributions are submitted every five years to the UNFCCC
Secretariat. Parties were requested to submit the next round of NDCs by 2020 and
every five years thereafter (e.g.,, by 2020, 2025, and 2030, etc.), regardless of their
implementation time frames
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1.2.B. History of Climate Change Adaptation Policy Governance in FSM

FSM has been setting climate change adaptation policy and governance
arrangements for more than 20 years, and both have been changed a number of
times.

The following table lists the history of legislation, policies and action plans developed
as the governing frameworks to guide and protect the coordination, implementation,
monitoring and reporting of climate change adaptation actions (CCAA) in the FSM
and at the same time aligning and meeting international, national, state and local
provisions and requirements.

Table 1: Laws, Policies and Plans relating to Climate Change in FSM

Timeline Laws, Policies, or Plans

2004-2023 | FSM Strategic Development Plan, Goals 1 & 6

2009 FSM Nation-wide Climate Change Policy

2011 FSM Climate Change and Health Action Plan

2012 Energy Policy, Department of Resources & Development (R&D)-FSM

2012-2016 | Agriculture Policy, Department of R&D-FSM

2013 FSM Nation-wide Integrated DRM&CC Policy

2013 FSM Climate Change Act

2014 Climate Adaptation Manual for the Division of Infrastructure,
Department of Transportation Communication & Infrastructure
(TC&D)-FSM

2015 Joint State Action Plan, Kosrae

2015 Joint State Action Plan, Yap

2016 Joint State Action Plan, Pohnpei

2016-2025 | Infrastructure Development Plan, Department of TC&I-FSM

2017 Joint State Action Plan, Chuuk

2020 CC-PR-04-67-Proposal to amend the FSM Constitution under Article
XIII-People’s right to a healthy environment due to climate change
global threat

2023 CC-PR-04-67 was adopted into an Act under Public Law No. 22-172

2023 GCF NAP Readiness Plan/Project

2025 FSM SDP 2024 - 2043

Refer to Appendix A (page 28) for the details of how climate change policy evolved
over the last 20 years.

1.2.C. Financing of Climate Change Projects in the FSM

There is no established and centralized financing structural system yet for donor-
funded climate change projects in the FSM. Climate change projects are funded by
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different donors such as the European Union (EU), United Nations Office for Project
Services (UNOPS), Asian Development Bank (ADB), World Bank, Global Environment
Fund (GEF) and Green Climate Fund (GCF) and implemented by Council of Regional
Organizations of the Pacific (CROP) members, such as the Forum Fisheries Agency
(FFA), Pacific Aviation Safety Office (PASO), Pacific Power Association (PPA), Pacific
[slands Development Program (PIDP), the Pacific Community (SPC), and the
Secretariat of the Pacific Regional Environment Programme (SPREP) to name a few.

Each of the donors has their own funding requirements. The CROP members provide
technical assistance to improve cooperation, coordination and collaboration between
Pacific regional organizations in the areas of climate change and disasters, political
leadership and regionalism, people-centered development, peace and security,
resources and economic development, ocean and environment, and technology and
connectivity.

The Overseas Development Office (ODA) within the Office of the President has made
efforts in the past years to develop the database for donor funds for the FSM including
for the State Governments. ODA refers to any developmental aid provided to the FSM
from external sources. (Source: https://cmoda.fm/secretariat/). During the audit, a
list was obtained from ODA that shows approximate funding of over $200 million
received for climate change from external sources up to the year 2023. The summary
of this is provided on Table 3 (Page 25). ODA was still updating its database at the time
this report was issued.

1.2. D. DECEM as the National Coordinator for Climate Change

On September 12, 2007, FSM Public Law No. 15-09 was enacted to reorganize the FSM
National Government. PL No. 15-09 was supplemented by Presidential Order No 1 which
set out the specific roles of each Department and Office. Section X of Presidential Order
No. 1 established the Office of Environment and Emergency Management (OEEM) as one
of the executive offices, which is now the primary location for environmental matters in
the National Government. “The office shall coordinate efforts at the national government
to ensure that environmental considerations are integrated into the strategic policy
formulation process. It is also responsible for assisting the States to prevent, prepare
for, and recover from natural and human-induced disasters”.

In September 2017, Public Law No. 20-47 was enacted to further amend Title 2 of the
FSM Code to dissolve OEEM and to empower the President of the FSM to transition the
functions of the dissolved office and for other purposes. The OEEM is now referred to
as the Department of Environment, Climate Change and Emergency Management
(DECEM). For the first time, Climate Change was emphasized and set up as a division of
this Department.
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1.2. E. DECEM'’s Organizational Structure
Figure 1
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Andrew R. Yatilman, Secretary

Source: FSM DECEM, Transition Report FY2023

There are 3 divisions within the Department of Environment, Climate Change, and
Emergency Management (DECEM); Environment, Climate Change and Emergency
Management. The Climate Change division includes 2 units, the Mitigation Actions unit

and the Adaptation Coordination unit.

The goals and responsibilities of the Climate Change Division as captured in DECEM’s
transition report FY2023, are to continually improve and facilitate integration and
effective implementation of climate change activities based on sound science into
sector policies, plans, and legislation at national and state levels, with sustainable
adaptation and mitigation activities and measures to build our resilience to live on our

islands permanently.

1.2.F. Presidential Council for Climate Change and Sustainable Development

(CCCSD)
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Besides DECEM, the FSM's Presidential Council for Climate Change and Sustainable
Development (CCCSD), referred to as “the Council” exists to oversee, advise and make
recommendations to the President regarding matters that relate to the FSM’s
environment, including climate change and sustainable development.

The membership, powers, authorities and duties of the Council have changed over time
primarily following the changes in administration of the Executive Branch of the FSM
National Government. Appendix C (page 32) contains the details of the changes in the
membership and roles of the Council.

1.2.G. The FSM Congress Special Committee for Climate Change and the
Environment

The 19th FSM Congress of the FSM established a Special Committee on Climate Change
and Environment issues, and Congress re-established it through Congressional
Resolution No. 23-03. This special committee is chaired by one of the members of the
FSM Congress.

1.2.H. Reporting of Climate Change Planning and Actions in the FSM

The United Nations Framework Convention on
Climate Change (UNFCCC) requires that all parties
must report in National Communications (NCs)
information on circumstances related to the
achievements of the objectives of the Convention
and must detail their greenhouse gas (GHG)
emissions and efforts to address climate change,
and report on their vulnerability and adaptation
options.

The Government of the FSM thus far has provided Source: ONPA

three (3) UNFCCC updates through NCs, the first,

the Initial National Communication (INC) submitted on October 30,1999; the Second
National Communication (SNC) in November of 2015; and the Third National
Communication (TNC), 2023.

The Government of the FSM submitted its INC in 2016 and launched the country’s
Updated NDC in 2022 during the 27t Conference of Parties (COP) of the UNFCCC. The
FSM’s NDC included targets and actions to:
a) Reduce greenhouse gas emissions, including short-lived climate pollutants
like methane, black carbon, and hydrofluorocarbons.
b) Increase renewable energy capacity to 70% by 2030 and 85% by 2040.
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c) Reduce CO2 emissions from electric power generation by 65% below 2000
levels.

d) Manage 50% of marine resources and 30% of terrestrial resources by 2030.

e) Provide universal access to clean drinking water by 2030.

f) Climate-proof the nation’s roads, seaports, and airports.

g) Protect ecosystems, including managing marine and terrestrial resources.

h) Improve food security, water security and public health.

Like all departments of the FSM National Government, DECEM submits to the
President’s Office an annual progress report referred to as a “Transitional Report”
regarding the department’s activities and outcomes.

2. OBJECTIVES, SCOPE, METHODOLOGY
2.1. Objectives

After a careful study of relevant key operations of the DECEM, and reviews of documents
obtained from research of climate change planning and actions in the FSM, the team
decided on one (1) main objective and five (5) sub-objectives.

The main objective of this performance audit was to assess the extent of adaptation
planning or efforts by the FSM National Government to effectively address climate change
issues.

The sub-objectives below represent the audit questions that we wanted to answer
through this audit:

a) Has the FSM National Government developed a NAP to coordinate its efforts
to manage climate change risks?

b) Are there laws and regulations, and policies that address climate change
adaptation and are these being complied with?

c) Were the National and State Plans that were established for climate change
adaptation planning or actions implemented?

d) Is the National Government effectively monitoring and reporting climate
change adaptation activities?

e) Has the National Government set climate finance strategies to ensure
sustainable funding of climate change adaptation plans and activities?

2.2. Scope

This performance audit covered the FSM Climate Change Act 2013, the Nation-wide
Integrated DRM and CC Policy 2013, Joint State Action Plans (JSAPs), International
treaties and FSM Government Department policies and plans relating to climate. It also
assessed the status of the coordination, monitoring, and reporting of climate change
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adaptation activities, and progress made towards the development of FSM’s NAP. The
FSM SDP 2004-2023 was also reviewed with other international guides on climate
change.

We did not set a limited timeline or cutoff date for this audit due to the fact that the
subject matter covers climate change actions from the inception of relevant policies and
laws up to current date. The team performed assessments on all information relevant to
the audit objectives.

2.3. Methodology
We conduct
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