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June 25, 2024 

 

 

Ms. Francyne Wase-Jacklick 

Secretary of Health and Human Services 

Republic of the Marshall Islands  

 

 

Dear Ms. Wase-Jacklick: 

 

In planning and performing our audit of the financial statements of the Health Care Revenue Fund 

(HCRF) as of and for the year ended September 30, 2022 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 the HCRF’s 

internal control.  Accordingly, we do not express an opinion on the effectiveness of the HCRF’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: 

 

Employee Receivables 
 

Condition: RepMar’s Ministry of Finance, Banking and Postal Services memorandum on Travel 

Rules and Regulations requires travelers to submit Travel Voucher Claims 15 days after end of 

travel.  As of September 30, 2022, the HCRF recorded employee receivables of $148,477, of which 

$113,854 represent balances more than 90 days past due. Employee receivables include $92,897 

of travel advances and $48,738 of payroll advances. No financial statement impact results as 

employee receivables are offset by corresponding contra clearing accounts. 

   

Recommendation: We recommend management establish internal control policies and procedures 

over collection of employee receivable balances. 
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Grants Receivable 
 

Condition: As of September 30, 2022, the HCRF recorded grants receivable of $219,896, of which 

$34,286 represents funds not yet reimbursed from grantors resulting in an understatement of the 

allowance for uncollectible accounts. As this amount is not considered material to the financial 

statements, no audit adjustment was proposed. 

 

Recommendation: We recommend management establish internal control policies and procedures 

requiring timely collection of grants receivable. 

 

Section 177 Health Program Receivables 
 

Condition: As of September 30, 2022, the HCRF recorded receivables from the Section 177 Health 

Program of $73,555 for related hospital user fees not yet reimbursed by the Section 177 Health 

Program resulting in an understatement of the allowance for uncollectible accounts. An audit 

adjustment was proposed to correct this misstatement. 

 

Recommendation: We recommend management establish internal control policies and procedures 

requiring timely collection of Section 177 Health Program receivables. 

 

Long Outstanding Accounts Payable 
 

Condition: As of September 30, 2022, the HCRF recorded accounts payable of $544,592, of which 

$51,614 represents amounts outstanding and payable for more than 6 months but less than 1 year, 

and $66,006 representing amounts outstanding and payable for more than 1 year. These 

outstanding and payable balances may no longer represent valid liabilities of the HCRF. 

 

Recommendation: We recommend management establish internal control policies and procedures 

over the transaction review process and determine the validity of long outstanding accounts 

payable.  

 

Marshall Islands Health Fund (MIHF) Contributions 
 

Condition: As of September 30, 2022, contributions to the HCRF and related receivables from the 

MIHF were overstated by $512,562. An audit adjustment was proposed to correct this 

misstatement. 

 

Recommendation: We recommend management establish internal control policies and procedures 

requiring timely reconciliation of operational subsidies between the MIHF and the HCRF. 
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Office of the Auditor General (OAG) Contributions 
 

Condition: The annual Appropriations Act requires the payment to RepMar’s General Fund by the 

HCRF for the purpose of funding the operations of the OAG. For the year ended September 30, 

2022, the amount of $31,400 was required to be paid; however, such was not remitted to RepMar’s 

General Fund and, as a result, an audit adjustment was proposed to recognize a corresponding 

liability. 

 

Recommendation: We recommend management establish internal control policies and procedures 

requiring compliance by the HCRF with obligations legislated by the annual Appropriations Act. 

 

Grant Revenues 
 

Condition: During the year ended September 30, 2022, the HCRF received grant funds totaling 

$91,995 relating to 2021 grant expenditures, and for which grants receivable and related grant 

revenue was not recorded in 2021. 

 

Recommendation: We recommend management establish internal control policies and procedures 

requiring the recognition of grants revenue at the same time related grant expenditures are incurred. 

 

* * * * * * * * * * * * 

 

This communication is intended solely for the information and use of the Ministry of Health and 

Human Services, management, 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 will be pleased to discuss the attached comments with you and, if desired, to assist you in 

implementing any of the suggestions. 

 

Very truly yours, 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Auditor’s Communication With Those Charged  

With Governance 
 

Health Care Revenue Fund 
(A Governmental Fund of the Republic of the Marshall Islands) 

 

Year ended September 30, 2022 

 



 
 

 

  1 
A member firm of Ernst & Young Global Limited 

 

 

 

 

 

 

June 25, 2024 

 

 

 

Honorable Ota Kisino  

Minister of Health and Human Services 

Republic of the Marshall Islands 

 

 

We have performed an audit of the financial statements of the Health Care Revenue Fund (HCRF) 

as of and for the year ended September 30, 2022, in accordance with auditing standards generally 

accepted in the United States of America (GAAS) and have issued our report thereon dated June 

25, 2024. 

 

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 the HCRF 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. 

 

Very truly yours, 
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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 the HCRF’s financial statements as of and for the year 

ended September 30, 2022. 

 

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 July 2023 meeting with 

management. 

 

Matters relevant to our evaluation of the entity’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 the HCRF’s ability to continue as a going concern. 

 

Our views about the qualitative aspects of the entity’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. A discussion of significant accounting policies and sensitive 

accounting estimates has been included in footnote 2 of the financial statements. 

 

We are not aware of any significant accounting policies used by the HCRF in controversial or 

emerging areas or for which there is a lack of authoritative guidance. 

 

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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Management’s judgment is called upon in: 

 

• Preparing budgets that are used to administer and monitor the HCRF’s operations. These 

budgets include determining how existing financial resources will be used in the HCRF’s 

operations. 

• Evaluating whether there are indications that the carrying value of the HCRF’s long-lived 

assets is impaired. 

• Determining the adequacy of the allowance for doubtful accounts. 

 

Related party relationships and transactions 

 

We noted no significant matters regarding the HCRF’s relationships and transactions with related 

parties. A discussion of significant related party transactions has been included in footnote 4 of the 

financial statements. 

 

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

 

We are not aware of any matters that require communication. 

 

Significant unusual transactions 

 

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

 

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

 

None. 

 

Material corrected misstatements related to accounts and disclosures 

 

Refer to “Management Representations Letter” in Appendix A. 

 

Uncorrected misstatements related to accounts and disclosures, considered by management 

to be immaterial 

 

Refer to “Management Representations Letter” in Appendix A. 

 

Significant deficiencies and material weaknesses in internal control over financial reporting 

  

No material weaknesses have been identified. 

 

Fraud and noncompliance with laws and regulations (illegal acts) 

 

We are not aware of any matters that require communication. 
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Obtain information relevant to the audit 

 

Inquiries regarding matters relevant to the audit were performed during the July 2023 meeting and 

various status meetings with management. 

 

Independence matters 

 

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

 

New accounting pronouncements 

 

No issues have been identified with regard to management’s planned application of new 

accounting pronouncements. 

 

Significant issues discussed with management in connection with the auditor’s initial 

appointment or recurring retention 

 

We are not aware of any matters that require communication. 

 

Disagreements with management and significant difficulties encountered in dealing with 

management when performing the audit 

 

There were no material disagreements with the HCRF’s management on financial accounting and 

reporting matters during the audit. 

 

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 matters 

 

There are no other matters arising from the audit that are significant and relevant to those charged 

with governance regarding the oversight of the financial reporting process. 

 

Representations from management 
 

We have obtained from management a representations letter related to the audit and a copy of the 

management representations letter is included in Appendix A. 
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Engagement team’s involvement with preparation of the financial statements 

 

The engagement team believes that this significant threat is reduced to an acceptable level upon 

application of the following safeguards: 

 

• An engagement quality review was performed by a qualified Ernst & Young Partner who 

was not otherwise involved in the audit. 

 

• All adjusting journal entries that Ernst & Young posted to the trial balance have been 

approved by management of the HCRF. 

 

• The preparation of the financial statements is based on the HCRF’s trial balance with the 

understanding that underlying books and records are maintained by the HCRF’s accounting 

department and that the final trial balance prepared by the HCRF is complete. 

 

• The HCRF’s Chief Accountant has the skill set to oversee and review the completeness 

and accuracy of the financial statements and footnote disclosures. 

 

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 the HCRF 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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Appendix A - Management Representation Letter 
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