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Independent Auditors’ Report

Mayor Jackson Ading
Enewetak/Ujelang Local Government
Republic of the Marshall Islands:

We were engaged to audit the accompanying balance sheet of Enewetak/Ujelang Local Government
(EULGOV) Food and Agriculture Support Program (the Program) as of September 30, 2004, and
the related statement of revenues, expenditures and changes in fund balance (deficit) for the year
then ended. These financial statements are the responsibility of the Program’s management.

Because of inadequacies in the Program’s accounting records and internal control, we were unable
to form an opinion regarding cash, receivables, and other liabilities and accruals as of and for the
year ended September 30, 2004.

Because of the matters discussed in the preceding paragraphs, the scope of our work was not
sufficient to enable us to express, and we do not express, an opinion on the accompanying financial
statements.

In accordance with Government Auditing Standards, we have also issued our report dated January
18, 2006, on our consideration of the Program’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
considered in assessing the results of our engagement.

Mkm&h?

January 18, 2006

Member of
Deloitte Touche Tohmatsu



ENEWETAK/UJELANG LOCAL GOVERNMENT
FOOD AND AGRICULTURE SUPPORT PROGRAM

Balance Sheet
Governmental Funds
September 30, 2004

Special Revenue

Food and
Agriculture
Support
Program
ASSETS
Current assets:
Cash $ 17,338
Due from Enewetak/Ujelang Local Government 71,189
Other receivables 6,025
Total assets $ 94,552
LIABILITIES
Current liabilities: - - :
Accounts payable $ 53,699
Total liabilities 53,699
Contingency
FUND BALANCE
Fund balance 40,853
Total liabilities and fund balance $ 94,552

See accompanying notes to financial statements.



ENEWETAK/UJELANG LOCAL GOVERNMENT
FOOD AND AGRICULTURE SUPPORT PROGRAM

Statement of Revenues, Expenditures and Changes in (Deficit) Fund Balance
Governmental Funds
Year Ended September 30, 2004

Special Revenue

Food and
Agriculture
Support
Program
Revenues:
Federal grants $ 1,689,018
Total revenues 1,689,018
Expenditures:
Food and agricultural support program 409,645
General government:
Personnel services 449,791
Contractual services 217,987
Materials and supplies 154,560
Petroleum, oil and lube ' ‘ 126,435
Travel 115,807
Equipment rental 41,400
Insurance 35,951
Repairs and maintenance 21,266
Warehouse rental 9,000
Office rental 6,150
Communication 4,586
Miscellaneous 46,739
Total expenditures 1,639,317
Excess of revenues over expenditures 49,701
Net change in fund balance " 49,701
Deficit at beginning of year (8,848)
Fund balance at end of year $ 40,853

See accompanying notes to financial statements.
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ENEWETAK/UJELANG LOCAL GOVERNMENT
FOOD AND AGRICULTURE SUPPORT PROGRAM

Notes to Financial Statements
September 30, 2004

Organization

(2)

The Enewetak/Ujelang Local Government (EULGOV) was established pursuant to Public
Law 1981-2, the Local Government Act of the Republic of the Marshall Islands and operates
under the Constitution of the Enewetak/Ujelang Local Government. EULGOV is governed by
an elected mayor and a fifteen-member council.

The accompanying financial statements relate solely to those accounting records maintained
by the EULGOV Food and Agriculture Support Program (the Program), and do not
incorporate any accounts related to and accounted for by EULGOV. These financial
statements are incorporated into the financial statements of EULGOV as a governmental fund
— special revenue fund.

Summary of Significant Accounting Policies

The financial statements of the Program have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP), as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the Program’s accounting policies are described below.

A. Measurement Focus and Basis of Accounting

The Program reports its financial position and the results of its operations in one Special
Revenue Fund. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government
functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. They are
concerned only with the measurement of financial position and are not involved with
measurement of results of operations.

In the accompanying financial statements, the Program is classified as a Governmental
Fund — Special Revenue Fund.

Governmental funds are used to account for all or most of a government’s general
activities, including the collection and disbursement of earmarked monies (special
revenue funds).

B. Basis of Presentation

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All Special Revenue Funds are accounted for using a current
financial resources measurement focus. With this measurement focus, only current
assets and current liabilities generally are included in the balance sheet. Operating
statements of these funds present increases (i.e., revenues and other financing sources)
and decreases (i.e., expenditures and other financing uses) in net current assets.



ENEWETAK/UJELANG LOCAL GOVERNMENT
FOOD AND AGRICULTURE SUPPORT PROGRAM

Notes to Financial Statements
September 30, 2004

The modified accrual basis of accounting is used by all governmental fund types. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to
accrual (i.e., when they become both measurable and available). “Measurement” means
the amount of the transaction can be determined and “available” means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the

Cash includes cash held in demand deposits. As of September 30, 2004, the carrying
amount of the Program’s total cash was $17,338. The balance of the Program’s cash is
on deposit with EULGOV’s general fund and is reflected in the accompanying financial

The preparation of financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures during the reporting

The Program is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. It is
the policy of the Program not to purchase commercial insurance for the risks of loss to which
it is exposed. Instead, the Program management believes it is more economical to manage its
risks internally. In the event of claim settlements and judgments, the Program reports all of its
risk management activities in the General Fund of EULGOV. Claims expenditures and
liabilities are reported when it is probable that a loss has occurred and the amount of that loss
can be reasonably estimated. These losses include an estimate of claims that have been
incurred but not reported. No material losses have resulted from the Program’s risk

(2) Summary of Significant Accounting Policies, Continued
B. Basis of Presentation, Continued
current period. Expenditures are recorded when the related liability is incurred.
C. Cash
statements as due from Enewetak/Ujelang Local Government.
D. Estimates
period. Actual results could differ from those estimates.
(3) Risk Management
management activities.
(4) Contingency

Questioned Costs

The Program is subject to financial and compliance audits to ascertain if Federal laws and
guidelines have been followed. Expenditures of $394,109 were questioned in the fiscal year
2004 Single Audit of the Program and prior year questioned costs of $1,125,696 exist. In
addition, the Program is considered to have responsibility for any questioned costs that may
result from Single Audits of the Program for the fiscal years for which audits have not been
performed. The ultimate disposition of these questioned costs can be determined only by final
action of the grantor agency. Therefore, no provision for any liability that may result upon
resolution of these matters has been made in the accompanying financial statements.



