
 

 
 
 
 
 
 
 
 
June 29, 2012 
 
 
 
To the Board of Regents of 
College of Micronesia-FSM: 
 
 
 
We have performed an audit of the financial statements of the College of Micronesia-FSM (the College), 
a component unit of the FSM National Government as of and for the year ended September 30, 2011, in 
accordance with auditing standards generally accepted in the United States of America (“generally 
accepted auditing standards”) and have issued our report thereon dated June 29, 2012. 
 
We have prepared the following comments to assist you in fulfilling your obligation to oversee the 
financial reporting and disclosure process for which management of the College is responsible. 
 
OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 
 
Our responsibility under generally accepted auditing standards, the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States, have been described in our engagement letter dated September 13, 2011, a copy of which has 
been provided to you.  As described in that letter, the objective of a financial statement audit conducted 
in accordance with the aforementioned standards is: 
 
 To express an opinion on the fairness of the College’s financial statements and to disclaim an 

opinion on the required supplementary information for the year ended September 30, 2011 in 
conformity with accounting principles generally accepted in the United States of America 
(“generally accepted accounting principles”), in all material respects;  

 
 To express an opinion on whether the supplementary information that accompanies the basic 

financial statements is presented fairly, in all material respects, in relation to the basic financial 
statements taken as a whole; 
 

 To report on the College’s internal control over financial reporting and on its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters for the 
year ended September 30, 2011 based on an audit of financial statements performed in accordance 
with the standards applicable to financial audits contained in Government Auditing Standards; 
and 

 
 To issue an independent auditors’ management letter. 

 
Our responsibilities under generally accepted auditing standards include forming and expressing an 
opinion about whether the financial statements that have been prepared with the oversight of 
management and the Board of Regents are presented fairly, in all material respects, in conformity with 
generally accepted accounting principles.  The audit of the financial statements does not relieve 
management or the Board of Regents of their responsibilities. 
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We considered the College’s 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 College’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the College’s internal control over financial reporting.  Our 
consideration of internal control over financial reporting would not necessarily identify all deficiencies 
in internal control over financial reporting that might be significant deficiencies or material weaknesses. 
 

ACCOUNTING ESTIMATES 
 
Accounting estimates are an integral part of the financial statements prepared with the oversight of 
management and are based on management’s current judgments.  Those judgments are normally based 
on knowledge and experience about past and current events and on assumptions about future events.  
Significant accounting estimates reflected in the College’s 2011 financial statements include 
management’s estimate of the allowance for uncollectible accounts, which is determined based upon 
past collection experience and aging of the accounts; management’s estimate of the allowance for 
inventory obsolescence, which is determined based upon expected inventory turnover and inventory 
aging; and management’s estimate of depreciation expense, which is based on estimated useful lives of 
the respective capital assets.  During the year ended September 30, 2011, we are not aware of any 
significant changes in accounting estimates or in management’s judgments relating to such estimates. 
 
AUDIT ADJUSTMENTS AND UNCORRECTED MISSTATEMENTS 
 
As the result of our audit work, we identified no matters that resulted in audit adjustments that we 
believe, either individually or in the aggregate, would have a significant effect on the College’s financial 
reporting process.   
 
In addition, we have attached to this letter, as Appendix A to Attachment I, a summary of uncorrected 
misstatements aggregated by us during the current engagement and pertaining to the latest period 
presented that were determined by management to be immaterial, both individually and in the aggregate, 
to the financial statements taken as a whole. 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
The College’s significant accounting policies are set forth in Note 3 to College’s 2011 financial 
statements.  During the year ended September 30, 2011, there were no significant changes in previously 
adopted accounting policies or their application, except for the following pronouncements adopted by 
the College: 
 
 GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, which 

enhances the usefulness of fund balance information by providing clearer fund balance 
classifications that can be more consistently applied and by clarifying the existing governmental 
fund type definitions. 

 
 GASB Statement No. 59, Financial Instruments Omnibus, which updates and improves existing 

standards regarding financial reporting of certain financial instruments and external investment 
pools.   

 
The implementation of these pronouncements did not have a material effect on the financial statements.  
 
In December 2009, GASB issued Statement No. 57, OPEB Measurements by Agent Employers and 
Agent Multiple-Employer Plans, which amends Statement No. 43, Financial Reporting for 
Postemployment Benefit Plans Other Than Pension Plans, and Statement No. 45, Accounting and 
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, and addresses 
issues related to measurement of OPEB obligations by certain employers participating in agent multiple-
employer OPEB plans.  The provisions of Statement 57 related to the use and reporting of the alternative 
measurement method are effective immediately.  The provisions related to the frequency and timing of 
measurements are effective for actuarial valuations first used to report funded status information in 



 

OPEB plan financial statements for periods beginning after June 15, 2011.  Management does not 
believe that the implementation of this statement will have a material effect on the financial statements 
of the College. 

 
In December 2010, GASB issued Statement No. 60, Accounting and Financial Reporting for Service 
Concession Arrangements, which addresses how to account for and report service concession 
arrangements (SCAs), a type of public-private or public-public partnership.  The provisions of this 
statement are effective for periods beginning after December 15, 2011.  Management does not believe 
that the implementation of this statement will have a material effect on the financial statements of the 
College. 
 
In December 2010, GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus, which is 
designed to improve financial reporting for governmental entities by amending the requirements of 
Statements No. 14, The Financial Reporting Entity, and No. 34, Basic Financial Statements—and 
Management’s Discussion and Analysis—for State and Local Governments, to better meet user needs 
and address reporting entity issues that have come to light since those Statements were issued in 1991 
and 1999, respectively. The provisions of this statement are effective for periods beginning after June 
15, 2012.  Management does not believe that the implementation of this statement will have a material 
effect on the financial statements of the College. 
 
In December 2010, GASB issued Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which is 
intended to enhance the usefulness of its Codification by incorporating guidance that previously could 
only be found in certain Financial Accounting Standards Board (FASB) and American Institute of 
Certified Public Accountants (AICPA) pronouncements. The provisions of this statement are effective 
for periods beginning after December 15, 2011.  Management does not believe that the implementation 
of this statement will have a material effect on the financial statements of the College. 
 
In July 2011, GASB issued Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position, which establishes guidance for reporting deferred 
outflows of resources, deferred inflows of resources, and net position in a statement of financial 
position.  The provisions of this statement are effective for periods beginning after December 15, 2011.  
Management does not believe that the implementation of this statement will have a material effect on the 
financial statements of the College. 
 
In July 2011, GASB issued Statement No. 64, Derivative Instruments: Application of Hedge Accounting 
Termination Provisions (an amendment of GASB Statement No. 53), which will improve financial 
reporting by state and local governments by clarifying the circumstances in which hedge accounting 
continues to be applied when a swap counterparty, or a swap counterparty’s credit support provider, is 
replaced. The provisions of this statement are effective for periods beginning after June 15, 2011.  
Management does not believe that the implementation of this statement will have a material effect on the 
financial statements of the College. 
 
OTHER INFORMATION IN THE ANNUAL REPORTS  
 
When audited financial statements are included in documents containing other information such as the 
College’s 2011 Annual Report, we will read such other information and consider whether it, or the 
manner of its presentation, is materially inconsistent with the information, or the manner of its 
presentation, in the financial statements audited by us.  We will read the other information in the 
College’s 2011 Annual Report and will inquire as to the methods of measurement and presentation of 
such information.  If we note a material inconsistency or if we obtain any knowledge of a material 
misstatement of fact in the other information, we will discuss this matter with management and, if 
appropriate, with the Board. 
 
The audited financial statements for the year ended September 30, 2011 were not included in documents 
containing other information such as the College’s Annual Report to the date of this letter. 
 







We conlirm, to the best ofouf knowledge and belief, the fol lowing representations made lo you
during your alrdits.

L The basic financial statements fefeffed to abo\re are fairly presenled in confofmity with
CAAP. ln addit ionr

a Nel assets componerrts (invosted in capital assets, ret ofrelated debt; restrioted and
unfestf icted) are properly classif ied and, i fapplicable, approved;

b. Expcnses have bcen appfopfiately cl0ssi l led in of al localed to luncl ions ancl programs in
!he siatements ol activit ies, and al localions have been lnade on a re0son0ble basis;

c. Revenu(rs are appfopriately classif ied in lhe statementof aotivit ies;

d. Dcposits aud iDVeslolcnt sec r i t ies dfe pfoperly 0lassit led in category oJ'custodial credit
flsk;

e. Capital assets, including inftastructure assots, arc propedy capital ized and reported, and,
i I '  applioable, clepleoiated;

l Rcquircd supplenrentf lry infofrnation is measurcd f lnd presented in Prescribed guidelincs;
and

g, Applic0blc laws and regulation Arc tbl lowed ir adopting, apprcvint aDd arnending
0uo8ers,

2. CoM"FsM has provicled to you al l  relevart inJbrmalion an(l access as ,rgreed in the temrs ol
the Aud i l  ergage nr ent leltef, inoluding

r, Co[trdcts 0ncl gmrrt agrcomcnts ( including amendments, i fany);

b. I i innncial fecor{ls arld felated dat4 for al l  l lnaroial transactioD o1'COM-FSM. ' l 'hc

rccords, bool(s and accounls, as provided to you, record the flnaDoial and fiscal
opefations of COM-liSM and provide the audit n ai l  lo bc used in a review of
accountabil i ly. lnlbrnr0tion prcsentcd in I lnancial fcports is s!rpporlecl by the books and
fecofds l ionr which the l inancial slatomerrts have boen pfepared; lnd

c Resolutions and nrinutes oflhe meetings ofthe Board ofRegents or summaries of
actions olrecent meeliDgs for which ninutes have been prepared. Board meetings
wefe held on the Ibl lowing dales:

. Deoember 8 lo 9, 2010

. March 14 to 15" 201 l

.  M a y  l 8  t o  1 9 , 2 0 l l

.  Scptenrbcr 7 to 9, 201 |

3. Therc have been nol

a. Actions Lakcn by COM-FSM's manage|ncnl thal contmvenes the prcvisions ol ' lbdeml
laws And l.SM laws and fegulations;&nd

b. Comnunications from regulatory agencies concenring noncompliance with of
deflciencies in financial reporting pfactices or other mattefs lhat coLrld havc a material
effect on tho t l l lancial shtemonts.
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4 . We believe the ellects olany uncofrccted tinancial stalement misslatemerts aggregated by
you during the curfent audit engagement and peftaining to the latest period presenled are
immaterial, both individually and in the aggregate, to the financial statements taken as a
whole. A sunrnary olsuch uncoffected lnisstaloments has beer attachod fls Appendix A

COM-FSl\y' has not perfonred a r isk assessmemt, including the assessmenl ofthe risk ol '
ffaud thai the financial slatements may be materially m isstaled as a result offraud.
However, f fanagement has made available to you their underctanding about the r isks ol '
t iaud in COM"I,SM and do not believe thalthe t inancial statemenxs 4rc Inatcrial ly misslated
as a fesull  ol ' l iaLrd.

We have no knowledge ofany tralrd or sLlspected frttlld alfecting COM-FSM invol\ring

a. Managemenx

b. Employces who h vc signil lcanl rolos in COM-FSM's inlerlral conlrol ovcr l ' iDanciAl
repofl ing

o. Olhcrs, i l ' thc l i Iud could havc f l  nalcf ial ol lcct on the l lnancial slatements

We have no knowledgc ol any al lcgations of lr{ud or suspeotcd f i  dud alJecting COM-FSM
received in oomlnunications I'rom employees, forner employees, regulalors, or others

'fhefe afe no unasserted clBims or assessmenls thol legal cottnsel has aclvised us are probable
ol 'assert ion and nrust be disclosed in accorclance wilh Financial Aocourt ing Slandafds
BoArd (FASB) Accounting St&ndards Cocli l ication (ASC) 450, (1.,r/ irge,lcias ( l 'onnerly
I,ASB S10lemenf No. 5, Accaunlingfot Conlingencies).

6 .

8.

9. Signil lcanl assunrp!ions used by us in mAking accounting cstimates arc rcnsonrblc

10 DufinS thc ycaf 20 | 1, COM-FSM inpleDrenrcd the lbl lowing Pfonounocrncntsl

. CASB Statenrent No. 54, Fuud Balance Repo ing and Goveflrmental Fund fype
Delinit ions. which cnhanccs thc Lrscl l lrcss ol l i rrrd ballaoce inlolrnation by providing
clcarcf l i rnd balarca classi l ical ions that cal l  be more consislcl l t ly applied and by
ol0fi tying the exist ing govemlncnlal l 'und type detini l ions.

. CASB Strncncnl No. 59, l i inancial lnstruDenls Omnibus, which updales and inproves
exisl ing strnrdrrds feg0lding f inancial repoding ofcertain t lnoncir l l  instrulnenls f lnd
cxlcfndl lnvcslmcnl pools.

I |  .  In Decenber 2009, CASB issued Statement No. 57, OPEB Measurements by Agenl
Employe$ and Agent Mult iple-Employer Plans, which amends Statemellt  No. 43, FinaDcial
l lepoding Ibr Postemployrnent Benefit  Ir lans Other Than I 'ension Plans. and Statement No.
45. Accou!1ing and I inancial I{epo ing by Enrployers {br Postenrployfient Bencli ts Other
'fhan PensioDs, 0nd addrcsses issucs rclaled to rneasur'ement ol 'OPEB obligatjons by certain
employers paft icipating iD ageni mult iple-employef OPEB plans. The provisions of
Stalemenl 5? felated to the use and repo(ing ofthe alternalive measllfement method are
elfective immodiately. The pfovisions felated to the l ' requency and t iming ofmeasufements
afe effective for actuAfial valuations first used 10 fepod funded stotus ilrformalion in OPEB
plt l l l  f inancial statements l 'or periods begiruing ai ler June 15,20l1 Management does not
believe that the imDlernentation of this statemenl wil l  have a material €ffect on the f in0ncial
slalements of COM-FSM.
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