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How to Read Government 

Financial Statements 
Jeanne Yamamura, CPA, MIM, Ph.D. 
yamamura@unr.edu 

Class materials 

• Presentation slides 

• Exercises 

• State of Kosrae Financial Statements FY18 

• Optional - Your own government’s financial 
statements FY18 

• Optional – Your own government’s 
Performeter FY18 

• https://pitiviti.org/ 

• Look under Initiatives - Performeters 
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COVID-19 and Governments 
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Impact on Guam finances 

• The Guam Daily Post 3/11/20:  Global outbreaks 
may lead to GovGuam budget cuts 

• Possible cuts to FY2020 and FY2021 budgets 

• Estimated loss of $31.7mm  

• Impact on General Fund, Tourist Attraction 
Fund, Customs, Agriculture and Quarantine 
Inspection Services Fund, Guam Museum 
Fund, Limited Gaming Fund, Guam Highway 
Fund 

APIPA 2020 
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Impact on CNMI finances 

• Marianas Variety 3/31/20:  Fiscal 2020 budget 
down to $77.1M 

• FY2020 budget $148.8 mm 

• February – reduced to $106 mm 

• March – reduced to $77.1 mm 

• Reductions 

• Business gross revenue - $26,563,219 

• Wage and salary tax  - $12,083,960 

• Corporate income tax - $9,419,227 

• Excise tax - $15,723,582 

• Hotel occupancy tax - $9,684,156 

• License, fees and miscellaneous revenue - 
$5,035,432 

• Other taxes - $4,249,763 

APIPA 2020 

5 

Impact on Palau finances 

• U.S. News & World 
Report 4/15/20: 'As 
Long as Necessary': 
Coronavirus Holdout 
Palau Opts for Self-
Isolation 

• Tourism losses could 
cost the government 
60% of tax revenue 

APIPA 2020 
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Good time to be able to read 

and understand government FS! 
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Objectives 

• Walk through a set of government 
financial statements 

• Read and understand the financial 
statements 

• Read and understand the compliance 
audit report 
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Walk-through 
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• Financial  
      statements 
• Compliance 

Table of Contents 
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Audit Report 

MD&A 

FS for Whole 

FS for Funds 

FS for CUs 

Notes 
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Table of Contents 
APIPA 2020 
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Budget to  
Actual 

Detailed Breakdown of Funds 
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12 Table of Contents 

Compliance 
Audit 

“Single Audit” 

Grants 

Findings 
QC 

Not yet fixed 
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Audit opinions 
APIPA 2020 
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Audit of Financial Statements 

• Annual audit of FS required 

• Audit conducted in accordance with  

• GAAS (generally accepted auditing 
standards) 

• GAGAS (generally accepted 
governmental auditing standards) – 
Yellow Book 

• Produces opinion on FS + reporting of IC 
problems 

APIPA 2020 
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Included in Government Financial 

Statements 

• Primary government 

• Component units (legally separate entity 
for which government is financial 
responsible) 

• Utility company 

• Transportation authority 

• University or community college 

• Telecommunications company 
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Audit Requirements 

• Purpose of audit:  To render opinion on FS 
presentation in accordance with GAAP 
AND to provide reasonable assurance that 
no material misstatements exist in FS 

• Material misstatement = one that can 
affect decision made by user of FS 

• Not to find all fraud!! 

• Not to find all errors!! 

APIPA 2020 
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Types of Audit Reports on FS 

Unmodified 

Qualified 

Adverse 

Qualified 

Disclaimer 

GAAP  Scope 
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GAAP Departures 

• Failure to include 
component unit 

• Failure to include 
fund 

• Failure to record 
liability 
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MIND THE GAAP 
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Scope Limitations 

• Failure to maintain 
required 
documentation 

• Failure to audit 
component unit 
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Audit Report on Government FS 

Opinion on 

• Governmental activities 

• Business-type activities 

• Aggregate discretely presented 
component units 

• Each major governmental and enterprise 
fund 

• Aggregate remaining fund information 

20 

APIPA 2020 

Multiple 
opinions!! 
That may 

differ! 
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Modified opinions 

• When a “clean” 
opinion cannot be 
rendered, the 
reason will be 
provided in a Basis 
for Opinion 
paragraph 

APIPA 2020 
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State of Kosrae Audit Opinion 
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pp. 1-3 

What was 
audited 

Management’s 
responsibilities 
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APIPA 2020 

23 State of Kosrae Audit Opinion 

Auditor’s responsibilities 

GAAS 

GAGAS 

Audit procedures 

Conclusion  
about  

evidence 

APIPA 2020 

24 State of Kosrae Audit Opinion 

By the way, you should know that … 

Opinions!!! 
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APIPA 2020 

25 State of Kosrae Audit Opinion 

MD&A + Budget required to be included 
Limited auditing 
No opinion 

APIPA 2020 

26 State of Kosrae Audit Opinion 

Combining and fund FS in Section V audited also 
Opinion 
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27 State of Kosrae Audit Opinion 

Reference to reports on IC and on compliance 
No opinions 

Compliance Audit 

• If grant expenditures >$750,000, combined audit 
of FS and grant compliance (Single Audit) 

• Required audit of grant compliance  

• Compliance rules – Uniform Guidance 

• Opinions on FS +  

• Compliance by selected programs 

• Schedule of Expenditures of Federal Awards 
(SEFA) 

• Reporting of compliance IC problems 

APIPA 2020 
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Types of Audit Reports on Compliance 

Unmodified 

Qualified 

Adverse 

Qualified 

Disclaimer 

Compliance 

Findings  

Scope 

Limitations 
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Kosrae Audit Report on Compliance 
APIPA 2020 

39 

pp. 65-67 

Major federal 
programs 

Some 
grants 

not 
audited 
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40 Kosrae Audit Report on Compliance 

GAGAS 

Uniform 
Guidance 

APIPA 2020 
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APIPA 2020 

42 Kosrae Audit Report on Compliance 

Management 
responsibility 

for IC 

Definitions: 
Deficiency 

SD 
MW (missing  

here) 

APIPA 2020 

43 Kosrae Audit Report on Compliance 

Purpose not 
to find all MWs 

or SDs 

No MWs found!! 



APIPA 2020 18 

APIPA 2020 

44 Kosrae Audit Report on Compliance 

Opinion 
on SEFA 

Kosrae SEFA 
APIPA 2020 
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p. 68 

$9,665,294 
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APIPA 2020 

46 Kosrae Audit Report on Compliance 

p. 72 

APIPA 2020 

47 Kosrae Audit Report on Compliance 

CFDA 15.875 Total:  $7,884,998 – 82% of grant exp. 

p. 69 
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APIPA 2020 

48 Kosrae Audit Report on Compliance 

Common Compliance Findings 

• Cash 
management 

• Equipment & 
real property 
management 

• Procurement 

• Subrecipient 
monitoring 

APIPA 2020 
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New Addition - Questioned Costs 

• Costs that have to 
be “fixed” or repaid 

• Required tracking 
until resolved 
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Cash Management 

• Criteria: Federal regulations require  procedures that minimize the 
time elapsing between the transfer of funds from the U.S. Treasury 
and disbursement by the grantee. 

• Condition:  We found drawdowns that were not disbursed timely or 
documentation was missing that enabled tracking of the payments. 

• Questioned Costs:  Interest on federal fund drawdowns 

• Cause:  Lack of controls or failure to enforce controls over cash 
management 

• Effect:  Noncompliance with regulations 

• Recommendation:  Strengthen/enforce controls to ensure 
compliance with regulations 

• Corrective Action Plan:  How controls will be strengthened/ enforced 
as of this date 

APIPA 2020 

51 



APIPA 2020 22 

Equipment & Real Property 

Management 

• Criteria: Federal regulations require  that capital assets be 
properly managed. This includes recordkeeping, 
safeguards, maintenance, physical inventory, and disposal. 

• Condition:  We found inadequacies in the equipment and 
real property management. 

• Questioned Costs:  0 (usually unable to determine) 
• Cause:  Lack of controls or failure to enforce controls 
• Effect:  Noncompliance with regulations 
• Recommendation:  Strengthen/enforce controls to ensure 

compliance with regulations 
• Corrective Action Plan:  How controls will be 

strengthened/enforced as of this date 
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Procurement 

• Criteria: Federal regulations require entities to follow 
minimum requirements for procurement processes 

• Condition:  We found transactions that did not comply 
with requirements 

• Questioned Costs:  ALL $$ in these transactions 
• Cause:  Lack of controls or failure to enforce controls 
• Effect:  Noncompliance with regulations 
• Recommendation:  Strengthen/enforce controls to 

ensure compliance with regulations 
• Corrective Action Plan:  How controls will be 

strengthened/ enforced as of this date 

APIPA 2020 
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Subrecipient Monitoring 

• Criteria: Federal regulations require entities to monitor the 
activities of subrecipients of their federal awards to ensure 
compliance with requirements of the awards. 

• Condition:  We found lack of monitoring of subrecipients. 
• Questioned Costs:  ALL $$ paid to unmonitored 

subrecipients 
• Cause:  Lack of controls or failure to enforce controls 
• Effect:  Noncompliance with regulations 
• Recommendation:  Strengthen/enforce controls to ensure 

compliance with regulations 
• Corrective Action Plan:  How controls will be 

strengthened/ enforced as of this date 
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Internal Control Findings 

• Internal control deficiencies 

• May be found in 

• Audit of financial statements 

• Internal control over financial reporting 

• Audit of grant compliance 

• Internal control over grant compliance 
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IC Deficiency Reporting 

• Auditor required to report 

• Material weaknesses 

• Likely to result in MM of FS or 
noncompliance 

• Significant deficiencies 

• Increase likelihood of causing MM of 
FS or noncompliance (but not as much 
as MW) 

APIPA 2020 
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Kosrae Reports on IC and on 

Compliance 
APIPA 2020 

57 

pp. 63-64 
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Kosrae Reports on IC and on 

Compliance 
APIPA 2020 
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No  
opinion 
on IC 

Definitions 

Kosrae Reports on IC and on 

Compliance 
APIPA 2020 
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No MWs 

No  
compliance 
problems 
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MWs and SDs 

• Appear as Findings 

• Not every finding is MW or SD but many 
are 

• Auditor judgment – MW or SD 

• For example: 

• 5 FS Findings – 1 MW, 2 SDs 

• 5 Compliance Findings – 1 MW, 2 SDs  
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Common ICFR Findings  

• Reconciliations 

• Procurement 
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Reconciliations 

• Criteria:  General ledger accounts should be reconciled in 
a timely manner 

• Condition:  We found accounts that were not reconciled 
(or not reconciled timely). 

• Cause:  Failure to adhere to policies (requiring timely 
reconciliations) 

• Effect:  Misstatements in GL and FS 

• Recommendation:  Complete reconciliations on timely 
basis as required 

• Corrective Action Plan:  How reconciliations will be 
performed timely as of this date 

• Training; new staff; management review and sign-off 
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Reconciliations 

What types of accounts have to be reconciled? 

• Cash accounts 

• Receivables 

• Any account with a subsidiary ledger, e.g., fixed 
assets 

• Federal grant income 

• Payable to federal agencies 

• Electronic Benefits Transfers (EBT)  
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Procurement 

• Criteria:  Procurement regulations specify how 
procurement transactions should be performed. 

• Condition:  We found transactions that were not in 
accordance with applicable regulations. 

• Cause:  Lack of controls or failure to enforce controls 
over procurement 

• Effect:  Noncompliance with regulations 
• Recommendation:  Strengthen/enforce controls to 

ensure compliance with regulations 
• Corrective Action Plan:  How controls will be 

strengthened/enforced as of this date 
• Training; new controls; management review and sign-

off 
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Procurement 

What types of problems are discovered? 

• Missing documentation, e.g., lack of quotes, lost 
documents 

• Failure to follow federal procurement requirements 
for local funds purchases when required by local 
regulations 

• Failure to use competitive sealed bidding 

• Failure to adequately document bidding award 
decision 

• Failure to adequately document sole source 
justification 

APIPA 2020 
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Common IC Over 

Compliance Findings 

• Failure to have or 
enforce controls 
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MD&A 

• Management discussion and analysis 

• Multipage narrative required by GASB 

• Provides  

• Summary information on government 
finances 

• Analysis of and reasons for significant 
changes from prior year 

APIPA 2020 

82 

Good  
starting  
point! 
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MD&A 
APIPA 2020 
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Tells a story 
Highlights most significant financial issues 

How is the government doing? 

MD&A  

• Financial highlights 

• Financial analysis of government as a whole 
(government-wide FS) 

• Financial analysis of governmental funds (fund 
FS) 

• Budgetary highlights 

• Capital asset and long-term debt activity 

• Economic factors going forward 

APIPA 2020 
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Kosrae MD&A 
APIPA 2020 
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How is Kosrae doing? 
APIPA 2020 

86 

Unrestricted 
Net Position 
Deficit due to 
overspending 
and 
borrowing 
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Has the overspending stopped? 

Account 2018 2017 Change % 

Revenues 14,207,876 12,493,553 1,714,323 13.72% 

Expenses 14,939,010 13,493,747 1,445,263 10.71% 

Deficiency 
of revenues 
over 
expenses 

(731,134) (1,000,194) 269,060 (26.90%) 

Special 
items & 
other 

383,061 48,321 334,740 (36.53%) 

Change in 
net position 

(348,073) (951,873) 603,800 (63.43%) 

APIPA 2020 

87 

Capital Assets 
APIPA 2020 
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Buildings getting older 
Infrastructure getting older 
Will need to replace 
Where is the $$? 
Ideally – new additions = depreciation 
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Long-Term Debt 
APIPA 2020 
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Debt decreasing 
Payment of $411,725 in 2018 
Future payments need to be included in budget 

Next Year FY2019 

• General Fund  - Revenues with slight 
increase; expenses with bigger increase; 
expected deficiency for year 

• Grants Fund – grants – major funding 
source 

APIPA 2020 
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Government-wide 

Financial Statements 

• Financial Statements 
• Statement of Net Position 

• Statement of Activities 

• Longer-term focus 

• Identifies annual cost of providing 
government services 

• Enables determination of whether taxpayers 
have (or have not) funded these costs 
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Government-wide Financial Statements 

• Statement of Net Position 

• Government activities 

• Business-type activities 

• Total for Primary Government 

• Component units 

APIPA 2020 
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Business-type Activities 

• Business-type activities 

• Activities for which fees are charged to 
external parties for goods or services 

• Activities reported in enterprise funds 
and internal service funds 

• American Samoa 

• Airport 
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Statement of Net Position 

• Assets 

• Current 

• Noncurrent 

• Liabilities 

• Current 

• Noncurrent 

• Net position 

• Net investment in capital assets 

• Restricted 

• Unrestricted 

APIPA 2020 
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Accounting  
Equation 
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Assets 

• All resources that belong to an entity 

• Cash, land, buildings, equipment, taxes 
receivable, prepaid expenses, inventory, 
investments 

• Current or long-term 

• Converted to cash within one year, liquid 
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Liabilities 

• Amounts that the entity owes to others 

• Employees, vendors, banks, governments 

• Accounts payable, contracts payable, loans 
payable, withholding taxes payable 

• Current or long-term 

• Due to be paid in cash within 12 months 

• Both – current and long-term portions, e.g., 
loan payable 

APIPA 2020 

96 



APIPA 2020 37 

Net Position 

• Difference between Total Assets (+ 
Deferred Outflows) and Total Liabilities 
(+Deferred Inflows) 

• Consists of: 

• Net investment in capital asset 

• Restricted net position 

• Unrestricted net position 
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Net Investment in Capital 

Asset 

• Net investment in capital asset 

• Total capital assets (including restricted 
capital assets) 

• Less:  Accumulated depreciation 

• Less:  Outstanding related debt 

APIPA 2020 
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Restricted Net Position 

• Restricted net position 

• Net assets that are restricted  by 
creditors, grantors, contributors, laws, 
and regulations. 
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Unrestricted Net Position 

• Unrestricted net position 

•  What’s left – ideally would be positive 
number 

• If positive, shows that taxpayers have 
funded the costs of government 
services provided 
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Kosrae Statement of Net Position 
APIPA 2020 
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Capital assets  
= 76% of PG assets 

p. 11 

PG Total assets = $44,761,354 

APIPA 2020 

102 Kosrae Statement of Net Position 

LTD =  
68% of liabilities 

What are commitments 
and contingencies? 

p. 11 
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APIPA 2020 

103 Kosrae Statement of Net Position 

p. 11 

Is unrestricted net 
position a positive 
number? 
Yes = taxpayers have paid 
the cost of services 

Debt to assets ratio 
APIPA 2020 
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Liabilities to assets:  14% 
14% of assets funded with debt 
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Debt service load 
APIPA 2020 
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For each 
$1 of non-
capital 
spending, 
3 cents for 
debt 

Statement of Activities 

• Required presentation format:   
• Net (expense) revenues for government operations 
• Revenues – general or program 

• Separate presentation after total net expenses of 
entity functions 
• General revenues 
• Contributions to term and permanent endowments 
• Contributions to permanent fund principal 
• Special and extraordinary items 
• Transfers 

• Change in net position 

APIPA 2020 
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Statement of Activities 

• This format required because 

• It shows the relative financial burden of 
each of the government's functions or 
programs on its taxpayers; and 

• It identifies the extent to which each 
function or program draws from the 
general revenues of the organization or 
is self-supporting through fees and 
intergovernmental aid. 

APIPA 2020 
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Revenues 

• Funds generated from operations 

• Government – raised in accordance with 
law 

• Income taxes, import duties, excise 
taxes, property taxes 

• User fees (e.g., sales of electricity) 

• Grant revenues 

APIPA 2020 

108 



APIPA 2020 43 

Expenditures (expenses) 

• Amounts spent in order to operate and 
provide services 
• Salaries and wages expense 
• Utilities expense 
• Materials and supplies expense 
• Travel and transportation expense 

APIPA 2020 
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Kosrae Statement of Activities 
APIPA 2020 
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Which functions 
are self-supporting? 

Which CUs are 
are self-supporting? 
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Kosrae Statement of Activities 
APIPA 2020 
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Did revenues cover 
the cost of services? 

Did revenues cover the 

cost of services? 

Net PG (expenses) revenues  ($3,117,484) 
Total general revenues      2,386,350 
Shortfall     ($    731,134) 

APIPA 2020 
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Intergenerational Equity 
APIPA 2020 
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Revenue Dispersion 
APIPA 2020 
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Grant revenue  
= 78.5% 
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Fund – An Accounting Creation 

Fund:  fiscal and accounting entity with a self-
balancing set of accounts, recording cash and 
other financial resources, together with all 
related liabilities and residual equities or 
balances, and changes therein, which are 
segregated to carry on specific activities or 
attain certain objectives in accordance with 
special regulations, restrictions, or limitations 
(GASB) 

• Not separate legal entity, an accounting 
entity 

APIPA 2020 
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Fund Types 
APIPA 2020 
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FUND 

TYPES 

Governmental 
•Account for general 

operations  
•Emphasis on flow of current 

financial resources 

Proprietary 
•Account for business-type 

activities 
•Accounting similar to 

businesses  

Fiduciary 
•Account for funds held for 

others 
•Emphasis on reporting 

resources held and changes 

in resources 
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Fund Types 
APIPA 2020 

125 

 

FUND TYPES 

Governmental 
General Fund 

Special Revenue Funds 
Capital Projects Funds 

Debt Service Funds 

Permanent Funds 

Proprietary 
Internal Service Funds 

Enterprise Funds  

Fiduciary 
Trust Funds 

Custodial Funds 

GASB 84 
Eff. FY20 

Governmental Funds 

General Fund 
• Primary operating fund 
• Accounts for all financial resources, except 

those required to be accounted for in another 
fund 

Special Revenue Fund 
• Account for specific revenue sources that are 

restricted or committed to expenditure for 
specific purposes other than debt service or 
capital projects 

APIPA 2020 
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Governmental Funds 
APIPA 2020 
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Capital Projects Funds 

• Account for the receipt and disbursement 
of resources that are restricted, committed, 
or assigned to expenditure for capital 
outlays 

Debt Service Fund 

• Accounts for resources that are restricted, 
committed, or assigned to pay interest and 
principal on long-term debt 

Governmental Funds 
APIPA 2020 
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Permanent Fund 

• Accounts for restricted resources that 
only allow earnings to be used for 
specific public purposes 
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Governmental Fund 

Financial Statements 

• Balance Sheet 

• Statement of Revenues, Expenditures, and 
Changes in Fund Balance 

APIPA 2020 
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Proprietary Funds 
APIPA 2020 
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Enterprise Fund 
• Accounts for operations financed and 

operated in a manner similar to a private 
business  

• Can be used to account for any activity 
financed with revenue debt 
• When laws or regulations require that an 

activity’s costs be recovered with fees and 
charges, OR 

• When pricing policies dictate that fees and 
charges be established to cover the 
activity’s costs 
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Proprietary Funds 
APIPA 2020 
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Internal Service Fund 
• Accounts for business-type activities in 

which the customers are other 
government departments or agencies 

Proprietary Fund Financial 

Statements 

• Statement of Net Position 

• Statement of Revenues, Expenses or 
Changes in Fund Net Position 

• Statement of Cash Flows 
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Fiduciary Funds 

Pension (and Other Employee Benefit) 
Trust Funds 

• Report fiduciary activities for 

• Pension plans and OPEB plans 
administered through trusts  

• Other employee benefit plans for which  
resources are held in a trust and 
contributions to the trust and earnings 
on those contributions are irrevocable 
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Fiduciary Funds 

Investment Trust Funds 
• Report fiduciary activities from 
• External portion of investment pools held in a 

trust 
• Individual investment accounts held in a trust 

Private-purpose trust funds  
• Report all fiduciary activities 
• Not required to be reported in pension (and 

other employee benefit) trust funds or 
investment trust funds and 

• Held in a trust 

APIPA 2020 
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Fiduciary Funds 

Custodial funds 

• Report fiduciary activities 

• Not required to be reported in pension 
(and other employee benefit) trust 
funds, investment trust funds, or 
private-purpose trust funds 

• Includes external portion of investment 
pools not held in a trust 
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Fiduciary Fund Financial 

Statements 

• Statement of Fiduciary Net Position 

• Statement of Changes in Fiduciary Net 
Position 

APIPA 2020 
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Kosrae Governmental Funds 
APIPA 2020 
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General Fund 
Special Revenue Fund 
Permanent Fund 
Other 

p. 13 

Kosrae Governmental Funds 
APIPA 2020 
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Kosrae Governmental Funds 

• General Fund:  Primary operating fund 

• Grants Assistance Fund:  Special revenue fund 
that accounts for funds received under sectors 
grants, federal subgrants, and other direct 
federal grants and foreign assistance grants 

• Section 215 Compact Trust Fund:  Permanent 
fund that is intended to provide revenue when 
Compact funding ends 
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p. 22 
Note D 

Fund Balance - Types 
APIPA 2020 
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Fund Balance categories 

• Nonspendable Fund Balance, e.g., inventory 

• Restricted Fund Balance, e.g. grants 

• Committed Fund Balance (restricted via 
government action at highest level) 

• Assigned Fund Balance (restricted by 
government intent, not formally) 

• Unassigned Fund Balance 
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Kosrae Governmental Funds 
APIPA 2020 
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p. 14 

APIPA 2020 

142 Kosrae Governmental Funds 
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Current Ratio 
APIPA 2020 
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Bad, but 
improving 

Quick Ratio 
APIPA 2020 
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Bad, but 
improving 
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Kosrae State Government 

• No proprietary funds 

• No fiduciary funds 

APIPA 2020 
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Proprietary Fund – Statement of Net 

Position 
APIPA 2020 
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Proprietary Fund – Statement of Revenues, 

Expenses, and Changes in Net Position 
APIPA 2020 
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Is the System 
covering its  
costs? 

Proprietary Fund – Statement of Cash Flows 
APIPA 2020 

148 

Is the System 
generating  
enough cash 
to operate? 
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Fiduciary Fund – Statement of Fiduciary 

Net Position  
APIPA 2020 
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Pre-GASB 84 

Fiduciary Fund – Statement of Changes 

in Fiduciary Net Position  
APIPA 2020 
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Notes to Financial Statements 

• Note 1: Summary of Significant Accounting 
Policies 

• Which accounting rules were followed? 

• What are the blended and discretely 
presented component units? 

• What are the major governmental funds? 

• Remaining Notes 

• Details about accounts  
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Kosrae Governmental Funds 
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General Fund 
Special Revenue Fund 
Permanent Fund 
Other 

p. 13 
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General Fund – Restricted Assets 
APIPA 2020 
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Required Supplementary 

Information 

• Schedule of Revenues, Expenditures, and 
Changes in Fund Balance – Budget and 
Actual – General Fund 

• Notes to Required Supplementary 
Information -  Budgetary Reporting 

APIPA 2020 

166 



APIPA 2020 62 

General Fund – Budget to Actual 
APIPA 2020 
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p. 47 

How good was the  
revenue estimate? 

General Fund – Budget to Actual 
APIPA 2020 
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Did Kosrae stay within budget? 
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APIPA 2020 
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p. 48 

Req. for  
balanced 
budget? 

How was 
deficit 
“financed”? 

General Fund – Unassigned Fund Balance 
APIPA 2020 
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Bad but 
getting 
better! 
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Kosrae - Overall Financial Performance 
APIPA 2020 
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Improving 

Where to look in the FS 

• Read MD&A for overview & highlights 

• For short-term financial health 

• General fund unrestricted fund balance 
as % of annual expenditures 

• Do any funds have deficits? 

• Budgetary comparison schedules 

• Expenditures < Budget 

• Revenues = Budget (or very close) 
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Where to look in the FS 

• For long-term financial health 

• Is total net position for governmental 
activities positive? 

• Does the government have too much debt? 

• Future funding concerns 

• Have capital outlays kept up with 
depreciation over last 5 years? 

• Are pension and OPEB liabilities well-
funded? If not, is funding level 
increasing? 
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