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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Republic of the Marshall Islands
National Environmental Protection Authority Fund:
We were engaged to audit the accompanying statement of net assets of the National Environmental
Protection Authority Fund (EPA), a component unit of the Republic of the Marshall Islands (RepMar),
as of September 30, 2005, and the related statements of revenues, expenses and changes in net assets
and of cash flows for the year then ended. These financial statements are the responsibility of EPA's
management. The financial statements of EPA for the year ended September 30, 2004 were audited by
other auditors, whose report, dated November 8, 2005, expressed a disclaimer of opinion on those
statements.
Because of inadequacies in EPA’s accounting records and internal control over financial reporting, we
were unable to form an opinion regarding the amounts recorded as advances, receivables and net assets
in the accompanying statement of net assets, or the amounts recorded as grant revenues and other
revenues in the accompanying statement of revenues, expenses and changes in net assets.
As discussed in notes 1 and 4 to the accompanying financial statements, the financial statements of EPA
relate solely to those accounting records maintained by EPA and do not incorporate any accounts related
to its operations that may be accounted for by RepMar’s Treasury or by any of RepMar’s other
branches, departmental units or component units.
Since advances, receivables, grant revenues, and other revenues materially affect the determination of
financial position, results of operations, and cash flows, the scope of our work was not sufficient to
enable us to express, and we do not express, an opinion on the financial statements referred to in the
first paragraph.
The Management’s Discussion and Analysis on pages 3 through 5 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. This information is the responsibility of EPA’s management. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did
not audit such information and we do not express an opinion on it.

1

Member of
Deloitte Touche Tohmatsu

In accordance with Government Auditing Standards, we have also issued our report dated February 13,
2007, on our consideration of EPA’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an
engagement to audit in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our engagement.

February 13, 2007
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NATIONAL ENVIRONMENTAL
PROTECTION AUTHORITY FUND
Management’s Discussion and Analysis
September 30, 2005

This section of the Environmental Protection Authority annual financial report presents our discussion
and analysis for RMIEPA’s financial performance during the fiscal year that ended on September 30,
2005. Please read it in conjunction with the financial statements, which follow this section.
FINANCIAL HIGHLIGHTS
RMIEPA’s net assets decreased by $63,007 or 29% from $214,968 in 2004 to $151,961 in 2005.
Operating revenues decreased by $216,394 or 66% from $328,671 in 2004 to $112,277 in 2005.
Operating expenses also decreased by $161,845 or 48% from $334,530 in 2004 to $172,685 in 2005.
FINANCIAL ANALYSIS OF RMIEPA
The Statement of Net Assets (page 6) and the Statement of Revenues, Expenses and Changes in Net
Assets (page 7) provide an indication of RMIEPA’s financial condition. RMIEPA’s net assets reflect
the difference between assets and liabilities. An increase in net assets over time typically indicates an
improvement in the agency’s financial condition.
A summary of RMIEPA’s Statement of Net Assets is presented below:
As of September 30

2005

2004

Current assets
Capital assets
Total assets

$ 146,691
36,558
$ 183,249

$ 195,249
53,229
$ 248,478

Current liabilities

$ 31,288

$ 33,510

36,558
115,403
151,961

53,229
161,739
214,968

$ 183,249

$ 248,478

Invested in capital assets
Unrestricted
Total net assets
Total liabilities & net assets

As indicated above, the total assets was decreased by $65,229 or 26% from $248,478 in 2004 $183,249
in 2005. This decrease in total assets reflects project grants received from foreign funding sources like
UNEP and SPREP and also less local revenues being generated from unsettled violation notices.
Total liabilities reflect a decrease of $2,222 or 7.0% from $33,510 in 2004 to $31,288 in 2005. The
decrease reflects improved settlement of the outstanding delinquent liabilities owed to both RepMar and
the Marshall Islands Social Security Administration (MISSA) from prior administrations.
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NATIONAL ENVIRONMENTAL
PROTECTION AUTHORITY FUND
Management’s Discussion and Analysis
September 30, 2005

A Summary of RMIEPA’s Statement of Revenues, Expenses and Change in Net Assets in presented
below.
Year Ended September 30
Operating revenues
Operating expenses

2005
$ 112,277
172,685

2004
$ 328,671
334,530

(60,408)

(5,859)

2,599

90,248

Change in net assets

(63,007)

(96,107)

Net assets at beginning of year

214,968

311,075

$ 151,961

$ 214,968

Operating loss
Non-operating expenses

Net assets at end of year

The Statement of Revenues, Expenses and Changes in Net Assets identifies the various revenue and
expense items that impact the change in net assets. As indicated above, RMIEPA’s total revenues
decreased by $216,394 or 66% from $328,671 in 2004 to $112,277 in 2005. The decrease reflects, in
addition to the completion of the projects that received grants from foreign funding sources, less revenue
was also generated from the enforcement and collection of fines from violations as lots of these
violation notices were never acted upon by the offices concerned.
The graph below shows the major components of operating revenues for 2005 compared with 2004.
Year Ended September 30, 2005
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Total operating expenses also decreased by $161,845 or 48% from $334,530 in 2004 to $172,685 in
2005. This decrease reflects less operating revenues being generated and the phasing out of the project
grants from outside.
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PROTECTION AUTHORITY FUND
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September 30, 2005

The graph below shows the major components of operating expenses for 2005 compared with 2004.

Year Ended September 30, 2005
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CAPITAL ASSETS
Net capital Assets decreased by $16,671 in 2005 primarily as a result of the acquisition of motor
vehicles and machinery and equipment. A summary of RMIEPA’s capital assets is presented below:

Motor vehicles
Office furniture and equipment
Less accumulated depreciation

2005
$ 27,495
37,197
64,692
(28,134)
$ 36,558

2004
$ 27,495
44,173
71,668
(18,439)
$ 53,229

Additional information on RMIEPA’s capital assets is disclosed within note 3 to the accompanying
financial statements.
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