
 

 
 
 
 
 
 
 
 
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. 
 



 

DISAGREEMENTS WITH MANAGEMENT 
 
We have not had any disagreements with management related to matters that are material to the 
College’s 2011 financial statements. 
 
CONSULTATION WITH OTHER ACCOUNTANTS 
 
We are not aware of any consultations that management may have had with other accountants about 
auditing and accounting matters during 2011. 
 
MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of the College’s management about the representations embodied in the 
financial statements.  Additionally, we have requested that management provide to us the written 
representations the College is required to provide to its independent auditors under generally accepted 
auditing standards.  We have attached to this letter, as Attachment I, a copy of the representation letter 
we obtained from management. 
 
MAJOR ISSUES DISCUSSED WITH MANAGEMENT PRIOR TO OUR RETENTION 
 
Throughout the year, routine discussions regarding the application of accounting principles or auditing 
standards were held with management in connection with transactions that have occurred, transactions 
that are contemplated, or reassessment of current circumstances.  In our judgment, such discussions 
were not held in connection with our retention as auditors. 
 
SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of the College’s management and staff and had 
unrestricted access to the College’s senior management in the performance of our audit. 
 
CONTROL-RELATED MATTERS 
 
We have issued a separate report to you, dated June 29, 2012, wherein matters involving the College’s 
internal control over financial reporting that were considered to be no material weaknesses under 
standards established by the American Institute of Certified Public Accountants, and on its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters were 
reported.  We have also issued a separate report to you, also dated June 29, 2012, on the College’s 
compliance with requirements applicable to each major program and on internal control over 
compliance in accordance with OMB Circular A-133. 
 

*  *  *  *  *  *  *  * 
 
This report is intended solely for the information and use of the Board of Regents, management, and 
others within the College and is not intended to be and should not be used by anyone other than these 
specified parties. 
 
We wish to thank the staff and management of the College for their cooperation and assistance during 
the course of this engagement. 
 
Very truly yours, 
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We arc pfoviding this lettcr in gonnection with your audits of lhe statcmenls ol l  not assets ol ' the
Collcge ol 'Micfonesia - l , 'SM (CIOM-FSM), a component unit ol 'Fcderaled Slates ol 'Miclonesia
(FSN4)NA l iona lCove l ] ]men t ,aso fSep tember30 ,20 l l and20 l0 tDd lhe rc la teds l s temen tso f
revanuqs, expgrses and changos in nel assets and of cash flows fbr the years then ended, lof the
purpose ol expressing an opinion 4s 10 whethef dre f in0ncial st. l lements present iair ly, in al l
malerial rcspccls, the l lrancial posit ion. results ofoperations, and cash f lows ofCOM-FSM iD
conlbfrn i ty with 0ccounting pfinciplcs genertr l ly accepled in the UDiled St0tes of America
(CAAP). Wc conlimr thot we ruc rosponsiblc Jbr the fol lowing:

a. ' l  hc l 'air prescntation in the basic f inancial stalenenis off inal loial posi i ion, results ol '
operatioDs, ard cash t ' lows in conlornity with CAAP;

b. Thc lhif  pfesentation ol the rcquircd supplementary infonnation, including Manage,noDt's
Discussion al ld Analysis. a0oompanying the basic f lnArcial stalemenlsl

c. Thc design, inrplernentation, and nraiDtenance of programs and controls to pfevent and
dctect liaud;

cl. Establishing aud rnaiDtsini lrg el lectivc iDtcrnnl con1rcl over f inancial report ing; And

e. 
'fhc feview and appfoval olthe Iinancial statements aDd related noles and aoknowledge your
role in the prepamtion ofthis inlbrmation. Specif ioal ly, we acknowledge that your role in
lhe preparatior ol l inoncial statenrents w0s 0 mattef of caDvenicnae nthef thaD Decessity,
We have rpviewed the f inanoial statcnreot pfepafation assistance pro!icled by you and
acknowledge thal the financial siatements are prepared in accofdance with CAAP. Our
review was based on the use ofthe f lnancial statement disclosure checklist for stand-alone
busincss-t lpc activit ies oblaincd l iom the Cove|l lmenl FinAnce Omcefs Associntion. In
addil ion, we ooncuf with the adjusting entries included in Appendix B,

Certain repfesenlations in this Ietter afe described as being limiled to matters that are material.
I tems are considered material,  fegardless of size, i f they iDvolve ar omission or misstatement ol
accounling infbrmation that. in l ight ofsurounding circLrf ist0nces, makes it  probflble that the
judgnrcnl ol a rcasonablc pgfson fclyirg on the inl 'onnalion would bc changed or inf luenced by
!hc omission or misstatement,
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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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l n l ) e c c n r b e f : 0 1 0 . ( i A S l l i \ s r r c ( l  S l r r { c r n c n L N o  6 0 ,  A c c o L r n t i r r g  r r r r d  l r i r r a r r o i a l  l t c p o r r i n g  l i r r

Scrvicc L'o c,-ssiorr  ArTrtrrgcl l lcnts,  which N(ldrcsscs l low lo l looot lnl  l i ) r  i r  Ll  foPol l  scfvicc

colccssiorr r f rangcrlents ( : ;CAs),  a lype olprrbl ic-pf ivatc or pLrbl ic publ ic partnc|Ship lhl lL

slr tc ard local governrncnls afe incfe^si l rgly entcr ing inlo The provisions ol lhis stalemcnt
t u c c { l c c t i v c { i n p c r i o ( l s l ) c 8 i n n i n ! . r l l c f L ) c c o m b c f l 5 . 2 0 l l  M  r r a g c m c n l d o s s n o t b c l i c \ !
l Iu l  thr i r r ILcIrur l i r l ior]  ol  Lhis slr lonrcr l{  wi l l  hu\ 'o l l  n l i l lor i rr l  c l lccl  on t l )c l i l r i l r rc i i r l
s l i r r e n r o n l s  o l  (  O M - l r S M

I I l ) c c c r  b c f 2 0 1 0 . C A S L I i ! s U c d S l r t c n r c n L N o . 6 1 , l ' h c l r i r r r n c i a l  R e l o f t i n g  l - n l i 1 y r
o )r) i l )Us. nlr ic l r  is t lcsignct l  Lo inrp|ovc l l r r i rnci l l l  rc lof l ing l i r f  govc rrrrelr l r r l  enl i t ics bJ
l I l e n ( l i  g  1 h c  f c q L r i f c r l r i J r r l s  o l  s l i r l 0 n r c n t s N o .  l i l ,  l h c  I  i l l l l l l c i i l l  I t c | o f l i l r g  l i l l l i l y  l l n ( l  N o
l ' , l l i rs le I  i r I r)c i  l  Skr lernoLrts Irr( l  MIrr)r tgcrrrcnt 's l ) iscussiolr  rrrrd n l l r l ly l is l i r l  Statc l l r rd

l-ocNl (  iovcrrnrcrrLs, lo bol l r f  nrocl  uscl  l )cccls anl t lddross rcporLir)g cnl i ty isstrcs that hrvc
cdrc lo l ight s in!c lhosc SixlcfrcnLs r 'of ,r  isstrcd in 1991 rnd 1q99, fcrrpccl ivcly.  The

I r o v i s i o L r s , ) l  r l r i s s r r l c n r u r r  r r c f l l e e l i ! c l i ) r | e r l , x l s l ) c g i  r r r r s r r i l c f l r r r r e l 5 , 2 0 2
M f l | . l B c r r ! r l  ( l o ! s  L r o l  l ) c l i \ i r e  1 | l l r l  l l r !  i  r r p l c n r c r r t r r t i o r r  L r l  t h i s  s l r r l ! I r c r r r  w i l l  l r r r f c  i r  r r r t r l e r i r l
e l l r o l  r I  l h c  l i l l f l r c i r L ! l I l c n r c I l s  o l  (  O M  I  S M

l / 1 .  I n  l ) c c u l r b c r  1 0 1 0 .  ( i A S I ]  i s s u c d  S l l l c l r r c n t  N o . 6 2 .  (  o d i l i c t r l i ( r n  o l  A c o o t r r r l i  s  t r r r d
l i l l  c i r l  l l c p o r l i n g ( ; l r i d r l l c c ( ! r r l i r i r r o ( 1  i l l  l ' f 0 ' N o \ ' c l ) ) b c l  , 1 0 .  1 9 8 9  |  A S l j  t l n ( l  A l (  l ' A
l ' r r r r r r r r r  i u r r r c r r t s .  w h i e I  i s  j r r l e j t ( l c ( l  l o  i , t t h  r r c e  l l l o  l r s c l r r l l r c s s  o l  i l s  (  (  t l i l j c r l l ( n l  l ) y
i | l r o r ' | t ) f r 1 l l r g  g l r i ( l i r r r c e  l h u L  I t e v r o u s l t  0 o L r l d  o l l l y  b c  l o t r n t l  i l l  c c n l l i r r  l r i r r r r r r e i a l  A c c o L t t t l i n g
Slr l | r (Lu1ls l lorf t l  ( l rASlJ)f l r ( l  n r Icf ic l l r  l r rs l i t t r le ol  (  c i l iod 1\rbl ic Arootrntrrrr ts (AlC' l )A)

t) for) t iL l | rrc| l rur ls l  l re t) |1,vi \ ioIs ol  lh is s1r1!Nrrcnt rrrc ci leel ivc l i r r  pcr rx ls t tcgirrrr i r rg al lct
l ) c c c r r l ) c r  5 . : 0 1 1 .  M i | | r i r l - r c L u c r l  ( L L ) c s  x n h c l i c v c l h r l  l l r e  i o r I l ! r r c n r r l i o  ) o l  t  h  i  s  s  |  |  |  I  e  n  r  c  I  r  I
\ v i L l  l u \ ' f  r  I l . l l e r i l ]  f l l e c l  L ) | l  l l r !  l  r i r  i e i r r l  s l l l l c r r r c r r l s  o l  (  (  ) M - l  S M

1 5 .  l I . l u l y 2 0  l . ( j A S l J i s s L i e r S l r l c n r c I t N o . 6 l ,  l i r l r r r r c i l l  l { c P o  i r r g o l  D e l ! r e d ( ] l r l l l o w s o l
l {csoufscs, l )c lc cr l  l r l l lows ol  l {csoufo0s. l t t ld Ncl l )osi l ior l .  !vhioh oslabl ishcs gLri t lanco l i r r
foln) i Ig lelerfc( lorLl l lo$s ol  fosouf0es, ( lc lcf fo( l  i l l l lo lvs ol  rcsoLrfccl .  i l l ( l  l lc l  posl l io l l  L l l  i l
s l r l0LrcI l  ( ' l  l i | l r r lc i I l  posi l i ( rLr.  lhc l )r 'ovrsi{)ns ol  this sl i l lc l l lo l) l  i l re cl lcct ivr. :  l i r |  pcr iods
b c g i n n i r r g u l l c r l ) e c c | l r h c r  l 5 ,  l 0 L l .  M r n r g u | | r c r r l  ( l o c s r r o t  b c l i c v c l h r r l  l l r e  i r r r p l c r t r 0 r r l l l i o r r
o l  L h i s  s l r l c n r e I l  \ \ , i l L l n v c  i r  l r r t c f i r l  c l l c c l  o n  l h c  l i n r r r r u i r t l  s i r r l c r r r c r r l s  o l  ( ' O M ' l r S M .

l ( )  l L  . l r L l l l 0 l l . ( ; A S l J i s s U c ( l  S l i r l c f r c r i l  N r )  6 / 1 .  l ) c r i v l l l v c  l r r s l f r r r r r e r r l s :  A I P l i e r r l l o r r o l  l l c d g c
A o c o r I l  r g  l e f | | r i | l I l i L ) | l  |  )  |  (  ,  !  i  \  i  (  )  |  r  s  (  r  I  r  u r c | l l | l r c n l  o l  (  i A S I J  S l l l c | l r c r t  N ( i  5 l ) ,  w h i c l r  w i l l
i r rprovc l i r rarreial  rc lx)r l l r )8 l ))  s l I lc i r rr( l  locir l  govefnt)rcnls by cl t r f iJyir ls l l rc ! i fe( l l l ls l i l l l r jos
i  wl l rc l l  l re( l8c 0coLrI l i rg cort i rLrcs to trc l lppl i0r l  !vhcr l  i l  s!v i tP Lrotrntcryl l f ly.  of  i t  s\ ! l tP
corLnter 'Drf ly 's cfc( l i l  suIpo11 pr\^r i (10f.  is rephcod. l  hr:  provisiol l r !  ol  l l is s l l l lcnlol l l  l l lc
e l l c c l i ! ! i i , r  t ) c f i t ) ( 1 s l ) o g i L r r r i r r g I l t e r . l L r I c l 5 ,  l 0 l L .  M u n S o r r r c r ) l  d o c ! r r o l  l ) c l i c v 0 l h r r l  l h c
i L i l ) L c r r e I l r l  i ( n r  o l  ( h i s  s l r l c n r e r l  w i L l  h l v (  r  I n r t c r i r l  c l l c ! ] l  o r r  l h c  l l n l n c i N l  s t l l l c r ) ) c n t s  o l
( ( )M-t,sN,]

L7 |  l )crc rrc |o fcpo| l  blc co rdi t ions includirrg slgni l icrnl  dcl ic io| lc ics Ir  rd rrrr lcf i r l
werrhrrcsscs. i i  lhe ( lcslsn rr  ot)cr | l ior)  ol  i r tcf | l r l  oonl11)L lhr l  ooul( l  rdverscly r l lccl  (  OM-
I S M  s  b i l i l \  1 o  i l l i l i r l ! .  r c ! ( ) ( 1 , l ) r \ ) c e s s .  r r l r ( l  r c p o r l  I i t l r t t t 0 i l l l  i r ) l i r f l t t i t l i o t l

L8 l  hcfc i l fc no co| l l rol  dcl lc ic lrc ios io thc dcsigr or opcral ion ol  iDte|rul  0ontrol  ovef l ln lLn0ial
r ipof l ing lhrtr  coUld dvcrscly i r  l lcc1 C OM - lrSM s abi l iLy to ini t iatc,  fcco|1l ,  process, and
rcpof l  I i1rf l rc l i l l  ln lof l l l r (x) r .

I t ) .  Wc rrc r lvrfc ol  orf  rcqI i fcrncnls 1o ( l lselose to you rn) clr I Ige i |  (  (  )M-lrSM s i I lef | l l l
contfol  ovcf l ln.ncial  fcpoding thr l  occuf led drLr ing COM l 'SM s mo;t  fccont I iscal  yeaf
LhIt  has m.rtcf ial ly.r l lcclcd, of  is rcasor)ably l ikcly 1() lnatcf ial ly al l -ect.  COM-FSM's intenral
ci)n1|t) l  (^,cf  l l  rnci l l l  fcpof l ing Nnd rvc l ldvirc yotr  thal  no sLrc,h 0hirng(rs hirvc occrrfrc( l .
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20. lManagement has identif ied ard disclosed to you al l  l trws and regulatiorrs that have dircct and
material efl-ect on the deterrnination of fi llanc ial stateme nt anounts

Except whefe otherwise stated below, immaterial mattefs less than $90.000 collectively Are not
considefed to be exoeptions thal fequire disclosufe for the purPose oflhe lol lowing
rcpfesentations. This amount is not necessari ly indicative ofamounts that would fequire
adjustment to, or disclosure in, the financial statements.

2l .  I lxoept as l isted in Appendix A, there afc no trans0clions that have not been prcperly
fccofdcd in thc Accounting fecoKls ul]derlyirg the t lnancial statements.

22. COM-FSM has no plans or intentions that may affect the caryirg value or classification of
assets and l iabi l i t ies.

23. Thc lbl lowing, to the oxlent 0pplioable, have been appropriately idenli f led, properly
recofded, trnd disclosecl in l .he f inancial stalementsi

a. Rclated-party transactions and assooiated amounts receivable or payable, inclucl ing
sales, pufch8ses. loAns, t |anslers, leasing armngeDents, and guaranlees (written of
o ra l ) ; rnd

b. Cuaranlccs. whethcf wfit len or oral, !rdel which COM-FSM is oontingently l iable.

c. Afraugonrents with f inancial insl i t [ t ions involving compensating balanccs or olhef
arfr lngerlrenls involving fcstr ict ions or oash balances ' lncl l ine-ol_ofecl i l  of similar
affangemenrs

d. l- inanoial instr mcnts with signif lcanl of gfoup concentfation ol crcdi l  r isk.

2rl.  Iu pfcpdfing thc f inancinl stalerrents in corlfofnl i ty wif i  CAAP, mAnAgentent uses estimotes,
All  cstimotcs have been disclose<l in the l inanoinl stalements tbr whioh known infonn0tion
av4ilable prior to the issualce oflhe t inancial statements indicates that both oithe tbl lo\aing
cfl1efla ofe meXl

a It is at lcast fcasonably possiblc that the esl imale oltho effect on the f insnoial
statcments ol a condit ion, si luatiou, or sot ofcifcumstancesthAl existed atthe dale oI
the Jinancial stalements wil l  change in the near lerm due Xo one or mofe fulure
oonfirning evenls.

b. l 'he crfecl lJI the change would be nralcriol to the f]nAncial st0tenlents.

25 Risks associated with concenlrations, based on inlbfmation known to Inanagement, that
neel al l  ol ' the fol lowing cfi leriA have been disclosed in the f inancial statenentsl

a. Ihc conognt|dion cxisls At the date ol thc f inanoial statemenls.

b. The concentration rnakes the enterprise vri lnerable to the f isk ofa near"term severe
impact.

0. I t  is at least fcasonably possible that the evcnts lha! coulcl carrsc thc sevorc inpact wil l
occuf in the neaf 1efm.

26. fhere are nol
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a. Violol ions or possible violations of laws or rcgulations whose eflects should be
considercd fo; disclosure in the flnancial stalements or as a basis for rccording a loss
contiIgency; and

b. Othef l iabi l i t ics or gain of loss oontirBencies that are rcqri ired to be accrued of
cl isclosod by IrASB ,4SC 450, (:ot l l ingehcie\ (farmerly ITAStJ Statement No. 5,
Ac c oun t i n g Jor a' a n t in gen L i e.\).

27. COM-FSM has satisfhctory l i t le to al l  owned assels, ancl there are no l iens or enoumbrances
on slch assets nor has any 4sset been pledged as collaleral exoept as disclosed in the notes 10
thc l innnoial statemerlts.

28. Reoeivables fecofded in the l inancial stalements feptesent val id clainrs against debtom for
sales or othef oharges afising on or befofe the balance_sheet date and have been
appfopriately rcduced to lheir estimated net feal izable valLre

29 Pfo!ision has been Inadc lo feduce excess or obsolete invenlories to their estimalcd net
fealizable value.

30. We believe that al l  expenditufes that have been deforled to l ir ture periods afe rccoveftrble

3 1. Wilh rcgarcl lo the Ihir value neasll femenls artd disclosures ofceflain { lssets, l iabi l i t ies! ond
specif ic conrponents ofeqLli ty, such as:

a. ' lhe mcirsufcmcn! nrothods, inoluding the rclf l led ossumptions, used in deleflnining taif
valuc wcre appfopfirtc, oonsistcnt wilh nafket P0rt ioi l)AIl i  r isslLmptions whefo avfl i l t lblc
withou! unLluc oosl ancl c{ ' lb|1, and were consistently applied in Aooofdonce with CAn P.

b "fhe completcness 4rrd adequacy olthe disclosures |elaled to fhir values are in confonrity
with acoounling pfirciples general ly aocepled in the United St01es ol Amefict l

c  Noevcn lshavcoscu rTcda l l c fScp le f fbe f30 ,20 |1 ,bu tbe lb re I t rne29 ,2012 , thcda te the
llnanoial slatements wefe available to be issued that require adjustl 'nent to lhe lhir value
nreasurgmenls and cl isclosurcs included in the f inoncial slaxements

32 ' lhc Cblloge is 0ccfeditccl by thc Accrcdit irrg Conmission Ior Com|runity and JunioI
Collcgcs (ACCJC) ol ' thc Weslefn Associal ion ol '  Schools and Collcges (WASC) On June
10, 20 | l ,  the College was placed on "probAtion" tbr four reoommendations, and as a
consequence was required to submil a follow-up l€port ol March, i 5, 2012 succeeded by an
ACCJC team visit  Apfi123-25,2012. The College hes Ixdho| submitted a Supplemenlal
report and wil l  appear befofo thc Commission at thcif June 6"9, 20l2 hearings. The Collegc
wil l  fcocivc an acl ion lettef l forr thc Conlmission lbl lowing the June hearing as to luture
status, Even with the current pfobation stntus, the college remains accredited and continues
to rcceive and adninister LJ.S. Federal Sludent Aid programs for el igible students."

33. COM-llsM has complied with al l  aspccls ol 'contraclual 0grcen)enls that Dray have An el ' fecl
on thc f in4nci6l slatemenls in the event ol 'noncompliarrce,

34 No deparlment or agency ofCOM-FSM h^s rcpoded a material instance ofnoncompliance
10 us,

35. We arc also fesponsible fof the represenlal ions in lhc Schedule of Fedeml Awards, whi0h is
preparcd in accordaDce with the requirements ofOMB Circulaf A-133, "Audits 01'State and
Local Covemments and Non-Pfoi ' l t  ofganizations." We have identif iecl in the schedule al l
awards pfovided to COM-FSM in 201 1 by lederal agencies in the foff i  ofgranls, oontracls,
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lorns, loan guaranlces, property,  cooPefat ive agfeemenls, in lefesl  subsidies'  insulancc ot '

direcl apprjpriations. ln addition, we have accurately compleled the appropriate sections of

dre data col lect ior tbrn.

36. We arc fesponsible fb|  conrpl ianoe with local,  state and fcdgml laws, l l l los and fogulat lons,
including conlpl ianco wi lh lhc fequiremenis ofOMB Cifcular A-133, and the provisions ol '
gfants and contracts relat ing lo COM-FSM's operat ions. We arc fesponsible for eslabl ishing
and maintaining the cof iponents ol ' intemal control  rc lat ing to our acl iv i t ies in ordef to
achieve the object ives ofproviding fel iablo l lnancial  reports,  of fect ive and eff lc ien.
opclal ions, and oompliance with laws and regulol ions. COM-fSM is responsible for
Drf l in10iniDg dccounl ing and adnrinis lrat ive control  over ' rcvcnues, obl i l lat ions, expenditufcs,
assets and l ia b i l i1 ics.

37. We f l fe fcsponsible for establ ishing and mainlaininS, and havc i istabl ished and maintained,
cl ' lcct ivc inte l l  ooolfol  ovcrcornpl iance fb|  l 'cderal  progfanrs thal  Provides reasonAble
0ssrf i rnoc thaL wc afc l ranap, ing lcderl l l  i rwards in oonrpl ianoo wi lh lau's.  rcgLrlal ions hnd
pxrvisious ofcontracls of ! fanl  agrcemonls thal  coLrld have a matcf ial  ct lecl  on i ts foderal
prcgfa1rs,

38, W(i  havol

. ldenLi l icd 1hc rcquifc incnls o1 l0ws. rcgultr l ions and lhe provisbns ol  oontfacis and
g|Ilnt agreenlents lhal ilfe considercd to hflve a difect ancl matefial ellbct on efloh
fbdefal prt)gmrn

b Compliocl ,  in al l  m0tcf ial  rcspcols,  with the fcquircnrcl l ts i ( lcnt i f icd abovc in
colnect ioo wi lh lbdcf?r l  awafds exccpt ns discloscd in ihc foporl  on compl ianoe nd
intenralcontrol .

o.  Madc lvr i l l lb le al l  infbf lnat ion rcla1od to fedeml f in0rrcial  repol1s and claims lbr
advanr-cs and rcimbrrrscr lcnts.  l rodcml l lnanci0l  repo s t lnd ol l r ims Ibf advrnces and
fcimbL[scncnts i l fc supporlod by thc books 8nd rcoo|1|s l ionr whioh thc l in0noi0l
stalcmen!s have been pfcparcd And arc prep4red on a basis consistent with that
pfese|tcd iD th€ Schedule ol  Expendi iurc and FederalAwards.

d. ldcnt i l icd f lnd disclosod 0l l0nrounts qucst ioncd and any krrow noncompliancc with
tho fccl !r i fcrrcnls ol  fodofal  0wafts,  including the tesult  ol  othef audits of pfogftnn
feviews rclAted to t l le object ivcs ofthe audit .

e.  Pruvidcd to you our vicws on thc fcportc( l  f indings, conclusions, nnd
fccomnrcnd0! ions l in your rcpoft ,

19. We are not awafc ofanyl

a. Aot ions tak0n by mamagomonl which oonlMVsnc thc provisions oi ' Iedeul a|d L,ooal
lAws of regulAl ions of of  conlfacts appl ic0blo to COM-FSM.

b FraLrd involving managenent of employecs who havc signi f icant roles in the inlenral
contfol

c Comllrunicat ioDs t tr is ing l lonr fegulatory agencies ooncelning rroncompliance with,
of deflciencies in, financial repofling practices or other nalters thal could have a
material effecl on the financial statenents.
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40, No events have oacurod aftor septembor 30,201l, but boforo June 29,2012,the
finanoial statoments were available to be issuod that requi.e oonsidofation a! sdju
or disclosures in. the financial statements.

hor9p
idonxPras
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Corrsga or rvidon€sis - FSM

D*crlPrlon of hdlcat€ tf
Ml.rl.t.m6nt Known or

Lik€ly

(DR) cash in banks
(OR) A€ounls payabt€

PAJE <2> To €djust d€rdred rcv€nus
Known (OR) Oef6rcd r€venue

(CR) Tuition and fs€ rcvsnus
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