
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Management Letter 

 

Marshall Islands Marine Resources Authority 
(A Component Unit of the Republic of the Marshall Islands) 

 
Year Ended September 30, 2021 



 

1 
 

A member firm of Ernst & Young Global Limited 

Ernst & Young LLP 
231 Ypao Road 
Suite 201 Ernst & Young Building 
Tamuning, Guam 96913 

 Tel: +1 671 649 3700 
Fax: +1 671 649 3920 
ey.com 

  

 

 

 

November 16, 2023 

 

 

Management and the Board of Directors 

Marshall Islands Marine Resources Authority 

 
 
In planning and performing our audit of the financial statements of the Marshall Islands Marine Resources 

Authority (MIMRA) as of and for the year ended September 30, 2021, in accordance with auditing 

standards generally accepted in the United States of America and the standards applicable to financial 

audits contained in Government Auditing Standards, issued by the Comptroller General of the United 

States, we considered its internal control over financial reporting (internal control) as a basis for designing 

our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for 

the purpose of expressing an opinion on the effectiveness of MIMRA’s internal control.  Accordingly, we 

do not express an opinion on the effectiveness of MIMRA’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A 

significant deficiency is a deficiency, or combination of deficiencies, in control that is less severe than a 

material weakness, yet important enough to merit attention by those charged with governance.  

 

During our audit, we noted the following deficiencies in internal control (as described above) and other 

matters: 

 

Trade Receivables 
 

Observation: 

 

Of four receivable balances items tested, two items totaling $302,500 and $567,500 have been outstanding 

for seven and ten years, respectively. These receivable balances have been fully provided with an 

allowance for doubtful accounts since no subsequent collections have occurred. 

 

Recommendation: 

 

We recommend management evaluate collectability of long outstanding receivables and, upon approval 

by the Board of Directors, consider writing off such amounts deemed uncollectible. 
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Capital Assets 

 
Observation: 

 

Inadequate internal control over capital assets exist whereby MIMRA lacks proper procedures and 

safeguards to effectively manage and protect its tangible assets such as machinery and equipment. 

The following exceptions were noted: 

 

a. Capital assets are not properly tagged. 

 

b. The following capital assets could not be physically verified due to location of the asset, 

or lack of documentation (no recent photograph of the asset) to verify existence: 

 
o Two items (Ebeye boats) with a net book value of $81,075.  
o One item (Coastal lab equipment and trailer) with a net book value of $17,151.  
o Two items (FAD equipment) with a net book value of $56,551. 

 
c. Two items (Global Communicator Aquapac and engine for Jolok 2) with a zero net 

book value were recorded in the capital asset register; however, such assets were 

previously disposed. 

 

d. FY2021 deposits of $104,119 for various capital asset acquisitions were capitalized as 

capital assets prior to receipt for which depreciation expense of $1,092 was recognized.  

As this amount was not considered material to the financial statements, no audit 

adjustment was proposed. 

 

Recommendation: 

 

We recommend management establish internal control policies and procedures over capital assets 

to minimize asset mismanagement, theft, and inaccuracies in financial reporting. 

 

Spare Parts Inventory  
 

Observation: 

 

Inadequate internal control over the recording of inventory exists whereby spare parts in the 

amount of $147,784 associated with a boat received from Japan International Cooperation System 

(JICS) were expensed.  As this amount was not considered material to the financial statements, no 

audit adjustment was proposed. 

 

Recommendation: 

 

We recommend management establish internal control policies and procedures over inventory in 

order to maintain accurate and reliable records of spare parts and to minimize inaccuracies in 

financial reporting. 
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Retirement Savings Plan 
 

Observation: 

 

During the year ended September 30, 2021, MIMRA made employer contributions, totaling 

$77,628, to employee retirement savings plans. Taxes are not currently withheld and paid on the 

employer contributions. 

 

Recommendation: 

 

We recommend management obtain an interpretation from the Ministry of Finance, Banking and 

Postal Services Chief of Revenue and Taxation concerning the applicability of withholding taxes 

on employer contributions to employee retirement savings plans.   

 

MIMRA Observers Program  
 

Observation: 

 

Individuals employed by MIMRA under the Observers Program are not supported by formal 

employment contracts. Currently, MIMRA does not withhold income taxes from these observers; 

however, applicable social security and health taxes are withheld.   

 

Recommendation: 

 

We recommend management formalize terms and conditions of individuals employed by the 

MIMRA Observers Program to include the nature of the arrangement between MIMRA and the 

observer together with the responsibility for payment of withholding taxes. 

 

Board Sitting Fees 
 

Observation: 

 

During the year ended September 30, 2021, MIMRA paid sitting fees of $5,600 to Board 

members.  These fees may constitute wages under the Income Tax Act 1989 and thus be subject 

to withholding taxes.  No withholding taxes were withheld by MIMRA.   

 

Recommendation: 

 

We recommend management obtain an interpretation from the Ministry of Finance, Banking and 

Postal Services Chief of Revenue and Taxation concerning the applicability of withholding taxes 

on sitting fees paid to Board members. 
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* * * * * * * * * * * * 

 

This communication is intended solely for the information and use of management, the Board of 

Directors of MIMRA, others within the organization, and the Office of the Auditor General, and 

is not intended to be and should not be used by anyone other than these specified parties. 

 

We would be pleased to discuss the above matter or to respond to any questions, at your 

convenience. 
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November 16, 2023 

 

 

Board of Directors 

Marshall Islands Marine Resources Authority 

 

 

We have performed an audit of the financial statements of the Marshall Islands Marine Resources 

Authority (the MIMRA), a component unit of the Republic of the Marshall Islands, as of and for 

the year ended September 30, 2021, in accordance with auditing standards generally accepted in 

the United States of America (GAAS), and the standards applicable to financial audits contained 

in Government Auditing Standards, issued by the Comptroller General of the United States, and 

have issued our report thereon dated November 16, 2023. 

 
Provided below is a summary of required communications between the audit team and those 
charged with governance, as required by AICPA Clarified US Auditing Standard (AU-C) 260, 
“The Auditor’s Communication With Those Charged With Governance”, and other applicable 
auditing standards. 

This communication is intended solely for the information and use of MIMRA’s Board of 
Directors and management and the Office of the Auditor-General, and is not intended to be, and 
should not be, used by anyone other than these specified parties. However, this report is also a 
matter of public record. 

Very truly yours, 

 
 

 

 

Ernst & Young LLP 
231 Ypao Road 
Suite 201 Ernst & Young Building 
Tamuning, Guam 96913 

 Tel: +1 671 649 3700 
Fax: +1 671 649 3920 
ey.com 
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REQUIRED COMMUNICATIONS  

 
Auditors’ Responsibilities under GAAS, including our discussion of the type of auditor’s 
report we are issuing and the circumstances that affect the form and content of our auditor’s 
report, if applicable 

Our responsibilities are included in our audit engagement agreement. A copy of such agreement 
has previously been provided to you. 

We have issued an unmodified opinion on MIMRA’s financial statements as of and for the year 
ended September 30, 2021. 

An audit of financial statements includes consideration of internal control over financial reporting 
as a basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial 
reporting. Accordingly, we will express no such opinion. 

An audit also includes the evaluation of the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as the evaluation 
of the overall presentation of the financial statements. 

Changes to the audit strategy, timing of the audit and significant risks identified  

Our audit strategy is consistent with the plan communicated during the audit entrance meeting.  

Matters relevant to our evaluation of MIMRA’s ability to continue as a going concern  

We did not identify any events or conditions that led us to believe there was substantial doubt 

about MIMRA’s ability to continue as a going concern.  

Our views about the qualitative aspects of MIMRA’s significant accounting practices, 

including:  
 

• Accounting policies  

• Accounting estimates  

Management has not selected or changed any significant policies or changed the application of 
those policies in the current year.  

We have provided a discussion of significant accounting policies and our views regarding 
significant accounting estimates and financial statement disclosures and related matters in Note 2 
of the financial statements. 

We determined that those charged with governance are informed about management’s process for 
formulating particularly sensitive estimates and about the basis to our conclusions regarding the 
reasonableness of those estimates. 
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Significant findings and issues arising during the audit relating to related parties 

We noted no significant matters regarding MIMRA’s relationships and transactions with related 
parties. 

Changes to the terms of the audit with no reasonable justification for the change  

None. 

Significant unusual transactions 

We are not aware of any significant unusual transactions executed by MIMRA. 

Difficult or contentious matters subject to consultation outside of the audit team 

None. 

Material corrected misstatements, related to accounts and disclosures 

Refer to “Summary of Corrected Misstatements” in Appendix A. 

Uncorrected misstatements, related to accounts and disclosures, considered by management 
to be immaterial 

Certain uncorrected misstatement accumulated by us were identified during the audit and 
pertaining to the latest period presented, which were determined by MIMRA’s management to be 
immaterial, both individually and in the aggregate, to the financial statements as a whole (see 
Appendix A – Summary of Uncorrected Misstatements). 

Significant deficiencies and material weaknesses in internal control over financial reporting  

We identified certain deficiencies in internal control that we considered to be significant 
deficiencies. 

Fraud and illegal acts 

We are not aware of any matters that require communication. 

Independence matters 

We are not aware of any matters that in our professional judgment would impair our independence. 
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New accounting pronouncements 

Management is still assessing the impact of adopting the following GASB Statements: 

 

• GASB Statement No. 87 

• GASB Statement No. 89 

• GASB Statement No. 91 

• GASB Statement No. 92 

• GASB Statement No. 94 

• GASB Statement No. 96 

• GASB Statement No. 97  

Significant issues discussed with management in connection with the auditor’s initial 
appointment or recurring retention 

None. 

Disagreements with management and significant difficulties encountered in dealing with 
management when performing the audit 

None. 

Management’s consultations with other accountants 

We are not aware of any consultations made by management with other accountants or specialists.  

Other material written communications with management 

None. 

Other findings or issues regarding the oversight of the financial reporting process 

There are no other findings or issues arising from the audit that are, in our judgment, significant 
and relevant to those charged with governance regarding the oversight of the financial reporting 
process. 

AICPA ethics ruling regarding third-party service providers 

From time to time, and depending on the circumstances, (1) we may subcontract portions of the 
Audit Services to other EY firms, who may deal with MIMRA or its affiliates directly, although 
EY alone will remain responsible to you for the Audit Services and (2) personnel (including non-
certified public accountants) from an affiliate of EY or another EY firm or any of their respective 
affiliates, or from independent third-party service providers (including independent contractors), 
may participate in providing the Audit Services. In addition, third-party service providers may 
perform services for EY in connection with the Audit Services. 
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Representations we are requesting from management 

See “Management’s Representation Letters” related to the audit in Appendix A. 

Engagement team’s involvement with preparation of the financial statements 

Under GAS 2018 Revisions, Chapter 3 General Standards, Paragraph 3.73 Requirements for 
Performing Non-audit Services explains that the audit team should make consideration of 
management’s ability to effectively oversee the non-audit (or non-attest) services to be performed. 

The engagement team should determine that the audited entity has designated an individual(s) who 
possesses suitable skill, knowledge or experience and that the individuals understand the services 
to be performed sufficiently to oversee them. The engagement team should document 
consideration of management’s ability to oversee non-audit services to be performed. 

The engagement team believes that this significant threat is reduced to an acceptable level upon 
application of the following safeguards: 

An engagement quality control review was performed by a qualified Ernst & Young Partner who 
was not otherwise involved in the audit. 

The preparation of the financial statements is based on MIMRA’s trial balance with our 
understanding that MIMRA’s underlying books and records are maintained by MIMRA’s 
accounting department and that the final trial balance prepared by MIMRA is complete. 

All adjusting journal entries that Ernst & Young posted to the trial balance have been approved by 
management of MIMRA. 

MIMRA’s Chief Finance Officer has the skill sets to oversee and review the completeness and 
accuracy of the financial statements and footnote disclosures. 
 

******* 

This report is intended solely for the use of MIMRA’s Board of Directors and management, and 
the Office of the Auditor-General, and is not intended to be and should not be used by anyone 
other than these specified parties.  However, this report is also a matter of public record. 
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A – Management Representation Letter 
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