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lEGISTATIVE AUDITOR
S|| atttrol.

The Honorable Enci I Balley
Legislative Auditor
State Capitol - Uest Uing
Charleston, l.lest Virginia

s ir:
In conpliance with your instructlons and the provislons of the l{est
Virginia Code, Chapter 4, Article 2, as anended' re have exanined
the Pell Grant, Supplemental Educational opportunlty Grant, College
llork-Study, Ndtional Direct Student Loan and the Guaranteed Student
Loan Prograns at Shepherd College.

our exanination covers the period July 1, 1983 through June 30,
1985. The results of the exanination are set forth on the following
pages of this report.

Respectful ly subnltted,

rt/,"/4"J t$l'-*t*
Thedforv L. Shanklin, CPA, Director
Legislative Postdudit Di vlsion

TLs/dws



Shepherd College
shepherdstown, lcest Virginla

,"fio3l:"t'#::l:,'
supplemental rouciiioniri dpiiriuii'W orant prosram

Col lege l{ork-Study Program
Notional Direct Student Loan Pr@ram

Guaranteed Student Loan Progran

U.S. DeDarurcnt of Education
Entlty Nwtber: 1-55-6000-799-A'l

For the Period ,July 1, 1983 - June 30, 1985

Part I - Introduction

Background

Shepherd College ls an institution of hlgher education and ',{as last approved on
December 1, 1981 by the U.S. Departnent of Education for participation in the
Student Flnancial Assistance Prograns. our exanination of the Petl Grant Pro-
grorn, Supplenental Educatlonal opportunity Grant Progran, College [ork-Study
Progran, National Dlrect Student Loan PrbgrM and the cuaranteed Student Loan
Program for the tro-year perlod ended June 30, '1985 was directed torard the
obJectives set forth ln the U.S. Deoartulent of Educatlon's March '1984 Audit
Guide for Student Flnancial Ass i stance' prograns (cuide).

Pell Grant Program (pGP )

The PGP (fonnerty Baslc Educattonal Opportunity Grant Progran) 'ras established
under Title IV, Part A-1 of the Higher Educatton Act of 1965 (p.1. 89-329), as
snended. The College began participating ln the pcp on July 1, 1973. Durlng
!!9_ -t!g-y9ar period €nded June 30, 1985, arards to students aggregated
$764,990.78 li{hlle up to 379 students annuaity particlpated in the -iroiram.
u.s. . Departnent of Educdtion authorization auird tetteis to the collegb o6gre-
gated $764,99'1.00 and rere ln the €nounts of 9376,339.00 and $388,652.00 foi theflscal years ended June 30, 1984 and 1985, respectlvely.

Supplementat Educationat opportunity Grant progTdn (SEOGP)

The SEoGP l{as established under Title IV, part A of the Higher Education Act of
1965, as anended. The College began parti,clpatlng in the SEocp on July 1,
1966. During the tHo-year period ended'.lune 30, 1965, up to 94 students pirtl:
clpated ln the program each year and arards to students aggregated $89,239.70.U.S. Departnent of Education authorizatlon I'dard letters to the Colleoe aoqre-gated $87,818.00 and were ln the anounts of 943,726.00 and g44,O9Z;OO,--for
fiscal years ended June 30, 1984 and 1985, respeciively.
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College [ork-study Prosron (CIISP )

The CIISP ras established under Title IV, Part C of the Hlgher Educatlon Act of
1965, as dnended. The Cotlege began participating in the CIiSP on January 25,
1965. During the two-year period ended June 30, 1985, up to 209 students
participEted ln the program each year and expendltures for wages for the period
aggregated $211,528.80. U.S. DeDartnent of Educatlon authorlzation arard let-
ters.to the College aggregsted $182,741.00 and were in the onounts of $94,049.00
and $88,692.00, for the flscal J,ears ended June 30, '19&4 and 1985, respectively.

National Dlrect Student Loan Program (NDSLP)

The National Direct Student Loan Progran (NDSLP) ras establlshed under the
National oefense Educdtion Act of 1958. which was transferred in 1972 to Part E
of .Tltte IV of the Higher Education Act of 1965. The College began partlci-
patlng in the NDSLP in Septenber 1958 and slnce that date it has nade 2,9|1
loans aggregattng 92,809,273.00. The prlnclpal outstandlng on loans ln default
anounts to 3.5U of the matured principal on all loans as of June 30, |985.

Guaranteed Student Loan progran (cSLp)

The GSLP l{as established under Tltle IV, Part B of the Higher Educatlon Act of
1965, 3s 6n6n6gd. The College began participating in the GSLP no later than
August'1, 1975. During the two-year period ended June 30, 1985, guaranteed
loans vere received by 1,0,|,| students rith 495 students snd 516 students re-
celving loans ln the fiscal years of 1983-84 and 1984-85, respectlvely.

In addition, the Parent Loans for Ljndergraduate Students (PLUS) progron, which
tjas also authorized under the same criterla. provlded loans to 60 students
during the tHo-year period ended June 30, 1985. During the fiscal year 1983-8,4,
loans nere made to 25 students l{hile 35 students received loans durlno the
fiscal year'1984-85.

Adninlstratlon of Programs

The College officlals responslble for overall adninistration of the prograns arethe Director of Financial Aid and the Dean of Finance and facilities. The
Director of Financlal Aid is responsible for applicatlon processing and loan
approvals,- as rell as the Collegers conpllance wlth the varlous U.S. Departnentof Education regulatlons governing the College's partlclpation ln Fedeiat andstate finoncial assistance programs. The Dean of Finance and Facllltles ls
responslble for the programsr flnancial nanagefient, general ledger accounting,
paynents, collectlons and finsnclal reDorts.

ScoDe of Audlt

our audit of the Pell Grant Progran, Supplemental Educatlonal Opportunity Grant
Progran, College [ork-Study progran, Na onal Dlrect Student Loan progran and
the_Guarantesd Student Loan Progran yas perfomed in accordance with the flnan-clal and conpllsnce elements of the Standards for Audit of Gov€rnnental oroani-
zations, lrgdrans, Activi es and Fm
purpose ot tne audit ras t0 forrulate an oDinion of the basic flnancial state-
nent taken as a rhole and to detemine if these prograns rere adninistered ln
accorddnce ylth the applicable lays, regulatlons, agieenents to participate, and
u.s. Departrent of Education,s directlves which are set forth ln the cuide.
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The audlt included:

1. Expresslng an opinion on the statenent of changes in Student Flnanclal
Assistance Programs fund balances and supplenentary schedules.

2. Evaluation of lhe instltution's policies, procedures and practlces used to
administer the programs.

3. Detennlnatlon of compliance xith applicable sections of the acts, related
Federal regulations and U.S. Department of Educatlon policies and proce-
oures,

4. Evaluatlon of the institution's systsn of internal control, accounting and
reporting, and the controls maintained ln the operation of and accounting
for the funds provided for the prograns.

5. Reconclllation of the lnfornation reported on the appropriate flnancial
stat€rnents with ED Fom 646-1 and ED Form 255-4 for the years audlted.

As part of our audit, yre obtolned confirmation from selected students' wlth
National Dtrect Student Loan Progron loan balances as of June 30, 1985.

Part II - Highllghts of Audlt Results

During our audlt, nothing cane to our attentlon whlch caused us to believethat Shepherd College hsd not generally adntnlstered its Student Flnancial
Asslstance Prograns (pcp, SEocp, Cl,{Sp, NDSLP, and GSLP) in accordance Nlti the
U.S. Department of Education's Federal regulations and directives cited in the
Guide for PGP, SEoGP, CuSp, NDSLP, and GSLP. However, certaln areas of the
Collegers managetnent of the Student Flnanclal Assistance Programs rere ln ne€d
of .atten on. More speclflcslly, for NDsLp (1) the FISAps for the flscsl years
ended June 30, '1984 and June 30, 1985 do not agree 'dlth the accounting rec6rds,\2) the NDSL receivables as of June 30, 1985 per the detall of the indlvidual
student loan balances does not agree rrith the reaelvable per the FISAP, (3) the
College took adninistrative cosi in excess of the anount earned for the flscat
year ended June 30, '1985 and (4) the,June 30, 1985 balance of cash on hand and
in deposltory appears excesslve.

These notters are discussed more fully under the "Findings and Rscomnendations"
sectlon of thls report. (See pages l4-16.)
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Part III - Auditors' Report on Statenent of Changes in Student Financlal
Asslstance Prograns Fund Balances

The Honorable Enci I Bailey
Legi slative Auditor
State Capitol - ldest lling
Charleston, ilest Vlrginia

Slr:

lle have eranined the acconpanylng statement of changes in the Student Flnancial
Assistance Prograns fund balances of Shepherd College for the tl{o-yeal^ period
ended June 30, 1985. our exsmination l|Ias n€de ln accordance rith Standards for
Audit of Governrnental 0rqanizations. Proqrans. Activlties. and Functi6iiT5Sl6i-Iy
the U.S. Comptroller General (GAo) in June1972 and revised February 1981 and the
U.S. Department of Education's l,4drch '1984 Audit Guide for Student Financial Asl
sistance Programs and, accordingly, include@
and- su;h---oEfiar auditing pr6cldures as $e consldered necessary in the
clrcwstances.

As described in Note one ond in accordance with Drescrlbed Dractices of the
Progron, the College has not dccrued interest on student loans receivable nor
provided an allorrance for doubtful loans receivable. Interest on loans is re-
corded when received. thcollectible loans are recognlzed when cancelled or
written-off in confonnity Hith the National Dlrect Student Loan requlrenents.
These practices do not confonn rith generally accepted accounting principles.

In our oplnlon, €xcept for the effects of not accruing earned interest on student
loans receivable and of not providing dn allowance for doubtful loans receivable,
the statenent referred to above presents falrly the changes in Student Financlsl
Assistance Programs fund bolances of Shepherd College for the t'ro-year period
ended June 30, '1985, in confornity lrith generally accepted dccountlng principles
applied on a consistent basis.

our examination was nade for the purpose of fonning an opinion on the acconpanying
statenent of changes in Student Flnancial Asslstance Programs fund baldnces taken
as a whole, The infornation included in the supplenentary schedule of disburse-
ments and expenditures for each Student Financlal Assistance Progran for the two-
year period ended June 30, 1985, 1s presented for purposes of additional analysis
and is not a required pdrt of the acconpanylng statenent of changes in Student
Flnancial Assistance Prograns fund balances. The infonnation has been subjected

The acconpanying statement w8s
audit requirement relating to
U.S. Deparfiient of Educatlon
pr0grans.

prepared for the purpose of conplylng rith the
the Student Financial Assistance Programs of the
and is linited to the actlvities related to these
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to the auditing procedures applied in the exanination of the acconpanylng state-
nent of changes in Student Flnancial Assistance Prograns fund balances of Shepherd
CoIlege and, in our opinion, is fairly stated in all naterial respects in reldtion
to the acconpanying statenent taken as a rhole.

Respectfully submitted,

flk//^a(gl"-frt:
fneot#O l. Shanklln. cPA, Direcror
Legi slatl ve Postaudit Divlsion

Septgnber 28, 1988

Auditors: Raynond V. Shingler, CPA, Supervlsor
Donald T. l{oore, Audltor-in-Charge

-5-



SHEPHERD COLLEGE
STATEI'1EIfT OF CHANGES IN STUDENT FINANCIAL

ASSISTAIICE PROGMIIS FUND BALANCES
FOR THE TIIO-YEAR PERIOD ENDED JUNE 30. 1985

Additi ons:
Federal Arards
0ther
other Adminlstratlve Cost
Al loHance Recei ved

Total Additions

Deductions:
Grants
I'lages
FICA Flatchlng
Loan Cancellations
Col I ecti on Costs
Adnlni strative Expenses
Cost of Litigation
Defaulted Loan Prlncipal and
Interest Assigned to U.S.

other Costs or Losses

Total Deductions

other Changes:
Institutional Matchlng Funds
Interest
Reimbursenent on Loans Cancelled
Transfer Anong ProgrMs

Carry Forrards/Cany Backs

Total other Changes

Net Increase in Fund Balances

Beginning Fund Balance -
July 1 , 1983

Ending Fund Bal ance -
June 30, 1985

See Notes to Financial Statenent

$87,818.00 $182,741.001,809.76 1,538.41

-0- -0-

Grants and

$764,991 .00
20,787.83

3,685.00

789,463.83

764,990.78
-0-
-0-

-0-
3,685.00

89,627 .76

89,239.70
-0-
-0-
-0-
-0-

4,462.49

-0-
-0-

184,279.41

-0-
211,528.80

855.44
-0-
-0-

10,577.00
-0-

-0-
-0-

-0-
-0-

768,675.78

-0-
-0-
-0-
-0-
-0-
-0-

93,702.19

-0-
9,746.00

(3,861.00)
-n-
-0-

222,961 .24

43,161 .21
-0-
-0-

(9,746.00)
3,861.00
8,816.00

(5,872.00)

40,220.21-0- 5,88s.00

20,788.05 1,810.57 1 ,538.38

(3,473.38) (3,765.01) 5,934.97

$ 17,314.67 ($ 1,954.44) $ 7,473.35

Col I eqe t'lork-StudsEoG cl,{s
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Student Loans
NDSL

Conbined
Total

-0-
27,136.48

-0-

$1,035,550.00
51 ,272.48

3.685.00

27,136.48 1,090,507.48

-0- 854,230.48
-0- 211,528.80
-0- 855.44

6,660.26 6,660.26
1,902.49 1 ,902.4915,838.76 34,563.253,393.55 3,393.55

16,459.93 16,459.93(880.90) (880. e0)

43,374.09

-0-
21,275.98
7,410,00

-0-

-0-

28,685.98

12,448.37

827 ,045.92

1,128,713.30

43,161.21
21 ,275.98

7,4'1 0.00
-0-
-0-

8,8't6.00
(5,872.00)

74,791.19

825 742.50

$839,494.29 $ 862,327,87

-7 -
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Notes to Statenent of Changes in Student Flnancial
Assistance Programs Fund Bal onces

(1) Basts of Presentation

The accompanying statement of changes in Student Flnancial Assistance progr'ans
fund balances has been prepared ln accordance with accounting practices prescilbed
Tor such prograns by the U.5. Department of Educauon's flscal control and fund
accountlng procedures and the fonnat as set forth in the Dublicstion Audit Guidefor sluder.lt Financial Assistance Prograns. The purpose ot the statdEiFTS--To-present, ln sunmory fonn, student financial dsslstance activities of Shepherd
College for the two-year period ended June 30, 1985, which have been financ;d by
the U.S. Departnent of Educatlon. Except as descrtbed in the folloring paragraph,
tnese. accounting practices dre in agreercnt rlth generally accepted accounting
prl nci Dles.

The Natlonal Direct Student Loan program does not provide for accrual of lnterest0n student loans receivable nor for a Drovislon of alloHance for doubtful loans.
Interest on loans is recorded as received and uncollectible loans are recognized
rhen the loans are cancelled or Hritten-off. These practices are in conf6nnityliith the National Dlrect Student Loan requirenents. The effects of these varia:
tions from generally accepted accounting lrinciples have not been detennlned.

Because the statenent of changes in fund balances presents only a selected portion
of the activities of Shepherd College, it is not intended to and does not present
elther th€ financial position, changes in fund balances or the current funds,
revenues, expenditures and other changes in fund balances of the College.

(2) Adninistrative ExDenses

Participating colleges eorn an Admlnlstrative Cost Allo'dance to use as an offsetto the actual cost of adninistering the Student Flnanclal Assistance programs.
The U.S. Department of Education pays the allowance earned by the pell -Grant
Program directly to the College. Thb iampus-based progratns, (i.e. Supplenental
Lducatronal opportunity Grant- programr College tJork-Study progran and the Nationat
ulrecr -student Loan Progran) provide for the alloyance to pay the College from
nonres in the various programs. The Regulations also allow for the payment of the
allowance fron each of the prograns or frorn any one of the prognans.

The Collegers earned allowance fron the canpus-based prograrns 'ras 930,870.25 and
this_ anount is reflected in the 934,563.25'for Atuinistiative Expenses in the
Total Column on Exhibit A. The Administrative Expenses shown undei the SEOG, Ct{S
dnd Student Loans colunns are the actual anount to be Dald from each of' the
programs.

(3) other Changes

These-changes represent incredses or decreases to the various progran funds due to
transfers among prograns, carry forsards and cany backs within ihe sarne prograns
lron and to fiscal years outside our audit period, overdraws of Federal authoriza-tlons, afiounts returned to the U.S. llepartnent of Educdtion, and Federal awards
authorized but not reouested.
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(4) conbined Totats

The conbined totals contain the totals of simllar accounts of the various pro-
grans. The totaling of the accounts ls for menorandun only and does not lndicate
that the conbined balances are available for any purpose other than provided by
lal{s, rules and regulations governing the separate programs.

(5) National Direct Student Loan Progran
Fund BaIance, Beginnlng year

The ending fund balance at June 30, 1983 nas overstated by $765.25. This
overstatenent resulted from the failure to lnclude a June 30, 1983 College llork-
Study payable yhich was proposed to be paid from the NDSLP.

Fund Balance, Ending Year (June 30, 1983)
Failure to Include Accrued Administrative
Expenses Payable at June 30, 1983

Fund Balance, Eeglnning of Year ($374,671.81)

(6) College tlork-Study Program

'Furid Balance, Beginning Year

The ending fund balance at June 30, 1983 ras understated by $853.44. This
understatenent resulted from the failure to conslder a June 30, j983 receivable
for the College matching of the accrued rages payable.

Fund Ba]ance, Ending Year (June 30, 1983) $5,081.53
Failure to Include Accrued tilatchlng
Receivable at June 30, 1983 853.44

Fund Balance, Beginning of Year $5,934.97

($373,906.56 )

t/oc.zal
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Part IV - Auditors' Report on Internal Accounting Control

The Honorable Enci I Balley
Legl sl sti ve Auditor
State Capitol - l{est I'ling
Charleston, tlest Virglnia

Sir:

l{e have exanlned the statenent of changes in fund balances for the Student Finan-
clal Assistance Prograns of Shepherd College for the tro-year p€riod ended June
30, 1985, and have issued our report thereon dated Septenber 28, 1988.

As part of our exanination, l{e made a study and evaluation of the systen of
lnternal sccounting control of Shepherd College to the extent ye consldered n€ces-
sary to evaluate the system as required by generally accepted auditing standards
8nd the standands for financlal and comDl iance audits contained in the u.S. Gen-
eral Accoun ng 0ffice's standards for Audlt of Governnental orsanizatlons,
Prograns, Activlties and
@ificant lnternal accounting coitrols in the
follol{ing categories:

| . Recei Dts2. Disbursenents
3. Granting of Loans
4. Paynent of Adninlstratlve ExDenses5. Collection of Loan PrlnciDal and Interest6. Payrent of Litlgation Costs7. Cancellation of Loans8. Federal dnd Institutional CaDital Contribution9. Posting of Transactions

our study included all of the control categories listed above. The purpose of our
study and evaluation Has to determine the nature, tlning, and erlent of performing
the auditing procedures necessary for expresslng an oplnlon on the entity,s
financlal statements. our study and evaluation was nore linited than 'Jould be
necessary to express an opinion on the systen of intornal accounting control taken
as a whole or on any of the categories of controls identified above.

The nanagement of Shepherd Colloge is responslble for establishing and nalntalnlnga system of lntemal accounting control. In fulfilling this responslbility,
estimates and judgnents by managenent are requlred to assess the expected beneflts
and -related costs of control procedures. The objectives of I system are to
provide nanagenent Hith reasonable, but not absolute. assurance that assets are
safeguarded agalnst loss from unauthorized use or disposition, and that transac-
tions are executed ln accordance with nanagement's authorization and recorded
properly to permit the preparat,ion of financlal statenents in accordance rith
general ly accepted accountlng principles.

Because of inherent, limitations in any system of internal accounting control,
errors or irregularities nay nevertheless occur and not be detected. Also,
proJection of any evaluation of the systsn to future periods is subject to therisk that procedures nay becone inadequate because of changes in conditions or
that the degree of compliance with the procedures nay deteriorate.



our study and evaluation nade for the llnited purpose described in the flrst
paragTaph HouId not necessarily disclose all materlal reaknesses in the systen.
Accordingly, l{e do not express an opinion on the systen of internal accounting
control of Shepherd College taken as I whole or on any of the categories of
controls ldentified in the first paragraph. Horever, except as describ€d ln the
"Findlngs and Recomnendationst sectlon of thls report our study and evaluatlon
dlsclosed no condition that we believe to be a naterial deakness.

Thls report is lntended solely for the use of management 8nd the U.S. Deparunent
of Education and should not be used for any other purpose.

Respectfully submitted,

Legislative Postaudit Divislon

/1k11-4 /&"-&:
Thedfofd L. shanklin, CPA, Director

SeDtenber 28. 1988

Auditors: Raynond V. Shingter, CPA, Superyisor
Donald T. Moore, Auditor-in-Charge



l{e have examined the acconpanying statenent of changes in Student Financial Assis-
tance--Prograns fund balances of Shepherd College for the two-year perlod ended
June 30, |985 and have issued our report thereon dated Septenbar 28, 1988. As
part of our examlnatlon, l{e nade a study and evaluation of those internal adninls-trative nethods and procedures established by Shepherd Cotlege to adnlnlster and
account for Student Financial Assistance Prograns in accordance ',iith the signifi-
cant administrative requirements of the U.S. DeDarfin€nt of Education's l,,larch 1984

Part V - Audltors' Report on Conpliance

The Honorable Enci I Eailey
Leglslative Audltor
State Capitol - ulest lling
Charleston, l,lest Virglnla

4rqit Guide for Student Flnancial Assistance Prodrans (Guide), Section II and the
ol lowlng compllance requirenents:

I. Cash l'lanagenentII. Flnancial ReportingIII. Institutlonal Eligibility and participation
IV. Coordination of Student Aid Programs
V. Student File lilaintenance Fiscal Procedures and Record KeeplngvI. student El igi bi I ityVII. Institutional DisbursEnents to Award RecipientsVIII. Refund Calculation and overpaynent Deterninatlon h^ocedures

t[e- understand that procedures and syster]s in confonnity with the criterla con-
tained in these signlficant adninistr'stive requirenents ere consldered by the U.S.
Department of Education to be adequate for its purposes in accordance rlth the
provlslons of the Higher Educatlon Act, as anended. Based on this understanding
of our study and evaluation, |{e belleve the lnstttutlon's procedures and systema
were adequate for the U.S. Departnent of Educauon's purposes.

In addition, our examination also included tests of controls to ensure conDliancerith- the provisions of certain najor program terns and conditions ldentified in
Section II - Conpl iance Requlrements of the culde. Based upon our exanlnation, f{e
found that for the itens tested the institution cornDlied yith the naterlal t6nns
and conditions of the student financidl asslstance award agreenents ercept ss
described in the !'Findings snd Recomnendations,, sectlon of this report.

Further, based on our exanination and the procedures refemed to above, except as
discussed in the preceding paragraph, nothing cane to our atten on to indicstethat Shepherd College had not conplied t{ith the materia] tenns and condltions
identified _in the flrst paragraph above of Shepherd College's Student Financial
ASSISIanCe ProgTarns.



This, report is intended -solely for the use of Shepherd College, the cognizantauoll agency and other Federal sudit agencies and should not be used for ant other
purpose.

Respectfully submitted,

fl/"U--tZI*W:
Thedfor/ L. Shanklin, CPA. Director
Leglslat,ive Postaudlt Dlvlsion

Septenber 28, 1988

Auditors: Rs$nond V. Shingler, CpA, Supervisor
Donald T. tlloore, Auditor-in-Charge



Findlngs and Recomnendations

lncorrect Nationol Direct Student Loan FISAPS

our review shoxsd that the FISAPS for fiscal years ended June 30, 1984 and June
30, 1985 dld not agree rith the accounting records for the sone periods. For
the years ended June 30, 1984, and June 30, 1985, ths accounting records are
greater than the FISAP by a net arcunt of $21,581.16 and $5,531.16, respect-
i vely.

A further review of this discrepancy disclosed that the najor difference
occurred in the Cash on Hand and in Depository account. For the fiscsl years
ended June 30, 1984 and June 30, 1985, the accountlng records exceeded the
FISAPS by $13,457.32 and $8,869.55, respectlvely.

Durlng the latter part of fiscal year 1984 and the first part of fiscal year
1985, the College ras involyed ln convertlng fron thelr om bllllng syst€m to
one provlded by the Acadenic Flnancial Services Associatlon (AFSA) and lt ap-
pears that accounting control ras lost. Furthermore, the College did not
reconclle the FISAPS to the accounting records for either year.

l,le recornend that in the future the College reconcile the FISAPS to the ac-
countlng records before submisslon to the Departnent of Educatlon. l,Je also
necormend the College submlt corrected FISAPS for fiscal years 1984 and'1985 to
the Deparfilent of Educatlon.

Az concun ln qoaL 4econnerd,o,tltn6. 0u &a6d aJl],L ne4on 2e thz FISAP zeporLa
to thz. account/rlg 4e.co4d6 be(o,LQ. auhvi)Altn to thQ. Dep@dnejtt oi Edtrc.o ttL.
Co44zr-tQ.d. FISAP 4epo4t4 (o4 llacol AealLa 1984 and 1985 htvQ. bzen paepa4ed. and
6ubnLtte.d to the. OetaLttnent.

FISAPTS National Direct Student Loan Receivables
Not Supported by the Detail

our reconciliatlon of the National Direct Student Loan recelvables Der the
detail of the indlvidual student loan balances does not agree rlth the calcu-
lated NDSL receivables per the FISAP ds of June 30, '1985. The NDSL recelvablesper the FISAP were $713,889.00 whlle the detail of the indlvldual student loan
balancss ras $714,281.93. The det€ll is greater than the FISAP by $392.93.

0n l'4ay 24, 1984, the College converted fron their oHn bllllng system to one
purchased from Acadenlc Flnanclal Services Assoclation (AFSA). At the tine of
conversion sone errors occurred, hoteyer these rcre reconclled subsequent to the
end of the current audlt period.

l,{e recom,lend that f,hen subnlttlng the corrected FISAPS for fiscal years ended
June 30, 1984 and 1985, (See pages ) the one for June 30, 1985 reflect the
NDSL receivables per the detait and the necessary correctlons to the accountlng
records be made.

A6 noteL la goaL aud)2, orl W 24, 1984 the CoUege convett2d. 64on oun oNn
bu,Uag AqAten tn the Acal.eah FitLnejal Servle.u Attoclotltn bLulrg agti|n.



At the ne oi thl,6 convalai.orL, aone er4o44 occu,L4e.d. olLd. uulz not 4er.orLclLed
urt)2 4ubtequatt to f-lle ztL o( the cwl4eta odi.t. petl,od. Thz eoElzr.te.d. FISAP
(o,L 1985 ze{u4e4, to ill i.ten I aboue, 4edLer,tt tlLe p4op2 IIDSL aecdvablu pQn

tlle d.et412 eLd. the neauaai4 coLrLe4lltrlt tn ou4 a.4.counlltg ,Loroadl hLva beea
na.q.L,

Excessive Adlllinistrative Cost Taken

our revley showed the Cotlege took $50.87 in excess of the anount earned for
adnlnlstrative cost for the flscal year ended June 30, '1985. The excess cost
r{as for the purchase of checks used ln the Natlonal Dlrect Student Loan Progran
and ls to be consldered in calculatlng ddmlnlstratlve cost earned.

During the p€riod, the College earned NDSL sdninistrative cost of $15,787.89.
HoHever, the Cotlege took $14,397.14 plus $68.62 for the purchase of checks 8nd
reported a payabte of $1,373.00 y{hich ',{as taken on June 18, 1986. This totals
$'15,838.76; horever, the College l{as entltled to only the amount earned of
$15,787.89. This excess overclaln of $50.87 was caused by adnlnistrative over-
slght as the College Buslness offlce personnel uere not aware that cost for
checks l{as to be considered s part of prograrn adninistrative cost.

l{e recomnend the college lmnedlately reimburse the National Dlrect Student Loan
Progran fund for the $50.87 and to becone nore aware of what constitutes program
adninistnative costs.

AA noted. lrL aoaL au.dll. $68.62 lo4 the puach.aao of MsL eherha Naa chltLged to
thz NDSL atnlr ,st4ttlve co6tE, the e(04e. aeau,UlJ,g b an ova,Lcld)tr o(
a.dnbi^tLo.tlve (ee,A bA $50.87. TlLe CoUQge hta 4?Jnbu,L6ed tJre Noti-on4z Dl^orS.
Stu.d.ent Loa.n P4og4on (04 the $50.67.

ApDarent Excess Cash

our review of the balance of the varlous NDSL accounts as of June 30, 1985
showed a cunulative balanc€ of $126,730.55. This balance conslsted of
$68,868.52 in the checking account, $7,543.82 in the Investment account,
$50,000.00 ln a certificate of deDosit. and $318.21 ln the account used for
doposits by their bllltng servlce, Acadsnic Financlsl services Assoclation
(AFSA).

Although there 1s no speciflc Federal criteria regardlng NDSL balances, the
anount appears excesslve. Accordlngly, a portlon of the balance should be
returned to the Federal governnent and the College.

lle recordnend the College analyze the endlng cash balances through the current
year ended June 30, 1988 and deterrine lf the balance is excessive. The College
should Justify tha exlstence of any balanc€ naintalned or return any excess
portion of the bs]snce to the Federat goveru€nt and to the College 1n the same
ratlo as capltsl contrlbutlons.

The CoUe4z eoncnd wll.h gou.rl ierowrlend.q.t)tn to ar!.2Uzz the en rg c44h bol44cza
thlLough the caL4utt 6l.4c.al. UeoJ. ende.d. Ju4e 30, 1988 to detunlne Ll thz bazttLce
lA eacu6lve. 7t la oull oplni.on tha.t \i.th the ennotlnent g,.ou|th etpe anca.d,

- 15 -



du rg tJLe padtd o{ ttuJ ox .t, ar4 otcu{ NosL (undt @vol}tbLe ln 1985 l^ noa)
br.ltrg u212l2ed. Ai 4ou hnaw, our, zero,.da ate cunlutU blng a! .ten fluougLl
Junz 30, 1987 ultuL the Sta.te o( ue-ai vizgl -a. Utgle udLt p4oce44. 0lz Nl]2
aeviza thlt naLten ul.th ourr cu,L4ert au.di.t tLtrn od atcert n wltot ad zlow2
q.c, -on I,t neened, Ll an|.

-16-



Part VI - Auditors' Coments on Audit Resolution Matters
Relating to the Student Financial Assistance Prograns

The College has taken correctlve action on four of the flve flndings from the
prior audit report of the atlonat Direct Student Loan Progran, College l'lork-Study
Progran, Supplemental Educatlonal opportunity Grant Progran and the Pell Grant
Progran (formerly Basic Educational opportunity Grant progran) for the period July
1, 1983 through June 30, 1985.

Findlng No. '1 .... .. There is a weakness in lnternal
control in that the person who posts
transactions t0 the NDSLP individual
lnnn I Frl.rar" .eFds also distributes
Ioan advance checks to students.

Action Taken In l'lay 1984, the College entered lnto
a contract r{lth Acadenlc Financial
Servlces Assoclation (AFSA) toprovide, among other thlngs,
accountlng 8nd billing servlces. As
part of their responsibillty, AFSA
Dosts aIl transactions to the
individual student loan ledgers.

Student loan ledger cards are not k€pt
in fireproof cont8iners as requlred by
Federal regulatlons.

Action Taken

Finding No. 3 .

Action Taken

. After June 1984, the College no longer
naintalned student loan ledger cards.
Thi s becone AFSATS resDonsibilities.

As of June 30, 1983, the College had
in excess of $,|00,000.00 deposited in
a local bank.

During our revier, we did not note any
occaslons rhen the College had in
excess of $100,000.00 deposlted ln sny
of lts NDSL local accounts.

The CUS tine record in use reflects
the tine I Hork-study student rorked
each d8y but does not identify the
exact hours rorked.

During fiscal year ended June 30,
1985, the College initiated a ner CUS

tine record vhich reflects the exact
hours worked.

-17 -



The College has not taken the necessary action to correct the

Finding No. 1,... . .. The College dld
evaluatlon systen
this audit.

fol I osl ng flnding:

not have a self-
during the period of

Action Taken The self-evaluation systen is not a
requirement of Departnent of Educa-
tlon, only a suggestion; therefore
this finding is dropped.

- 18 -
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SHEPHERD COLLEGE
SCHEDULE OF DISBURSET1EIVTS AND EXPENDITURES

FOR EACH STUDEI{T FINANCIAL ASSISTNCE PROGRAI'I

FOR THE PERIOD JULY 1, 1983 - JUNE 30, 1985

Di sbursenents

National Direct Student Loan
Progran:

Funds Advanced to Students
Administrative Expenses
Col lection Costs
other Costs or Losses

Total Disbursenents

Expenditures

Col I ege I'lork-Study Progran
Supplenental Educational
opportunity Grant Program

Pel I Grant Progran

Total Expenditures

1985 Total

$170,850.00 $ 3'15,757.86
8,639.62 15,838.76(54.44) 5,296.04

-0- (880.90)

$144,907 .86
7 ,199.14
5,350.48

( 880.90 )

764.990.78

$$6JZ!,!g $179,43s.18 $ 336,011.76

$115,388.84 $'106,716.96

49,255.19 M,447.00
376,338.78 388,652.00

$ 222,105.80

93,702.19

$540,982.81 $539,815.96 y-r080,1%,17

-20-
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SHEPHERD COLLEGE
STATEiIEITT OF CHANGES IN STUDEIfT FINANCIAL

ASSISTAJ'ICE PROGRAI4S FUND BALANCES
FOR THE YEAR ENDED JUNE 30. 1985

Additions:
Federal Arards
other
other-Adni ni strati ve Cost
Allorance Received

Total Additions

Deducti ons:
Grants
flages
FICA Matching
Loan Cancellations
Collection Costs
Administrative Expenses
Cost of Litigation
Defaulted Loan Principal and
Interest Assigned to u.S.

Total Deductions

Other Changes:
Institutional l.latching Funds
Interest
Reinbursement on Loans
Cancelled

Transfer Among Ptograns

Carry Foruards/Carry Backs

Total Other Changes

Net Increase (Decrease) in
Fund Balances

Beginning Fund Balance -
July 1, '1984

Ending Fund Balance -
June 30, 1985

Grants and Colleqe I'lork-studv
Pell SEoG Cl'lS

$388,652.00
13,030.83

1 ,830.00

403,512.83

388,6s2.00
-0-

-0-
-0-

1,830.00
-0-

-0-

390,482.00

-0-
-0-

40,157.76

42,330.00

-0-
-0-
-n-

2,117.00

44,447 .00

-0-
-0-

-0-
4,169.00

(3,814.00)
-0-

111,640.41

-0-
10't,634.96

451.30
-0-
-0-

5,082.00
-0-

107 ,168.26

20,778.31
-0-

-0-
(4,169.00)
3,814.00
3,925.00

(5,872.00 )

18,476.31

$ 44,092.00 $ 88,692.00
(3,934.24) 22,948.41

-0- -0-

-0- 355.00

13,030.83 (3,9U.24) 22,948.46

4,283.A |,979.80 (15,475.11)

$ 17,314.67 ($ 1,954.44) $ 7,473.3s



11,400.76

-0-

11 ,400.76

-0-

-0-
2,778.86

( 1 ,133.23)
o I oJy. oz
1 ,078.79

13,228.73

$521,436.00
43,M5.76

1 ,830.00

566,711.76

430,982.00
101,6U.96

451.30
2,778.86

(1,133.23)
r /, 006. oz

1 ,O78.79

13,228.73

566,690.03

20,778.31
12,433.09

7,410.00
-0-
-0-

3,925.00
(5,872.00 )

38,674.40

Student Loans--lDsr- Conbined
TotsT-

823,631.74

24,592.77

-0-
12,433.09

7,410.00
-0-
-0-

-0-

| 9,843.09

$2,843.21

6,651.08 38,696.13

$839,494.29 $862,327,87

-22-
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SHEPHERD COLLEGE
STATEI'1ENT OF CHANGES IN STUDENT FINANCIAL

ASSISTANCE PROGM}IS FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 1984

Addltions:
Federal Awards
0ther
other-Admi ni strati ve Cost
Allorance Received

Total Additions

Deductions:
Grants
llages
FICA l4atching
Loan Cancellations
Col lectlon Costs
Adninistrative Expenses
Cost of Litigatlon
Defoulted Loan Principal and
Interest Assigned to U.S.

0ther Costs or Losses

Total Deduct,ions

other Changes:
Institutlonal Flatching Funds
Interest
Transfer Among Prograns

Carry Forrards/Carry Backs

Tota1 other Changes

Net Increase (Decrease) in
Fund Bal ances

Beginning Fund Balance -
July 1 , 1983

Ending Fund Balance -
June 30, 1984

Grants and Col leoe llork-Studv
Pell SE0G Cl,lS

$376,339.00 $ 43,726.00 $ 94,049.00
7 ,757.O0 5,7M.00 (21 ,410.00)

1,855.00 -0- -o-

385,951.00 49,470.00 72,639.00

376,338.78 46,909.70 -0-
-0- -0- 109,893.84
-0- -0- 404.14
-0- -0- -0-
-0- -0- -0-

1,855.00 2,345.49 5,495.00
-0- -0- -0-

-0- -0- -0--0- -0- -0-

378,193.78 49,255.19 115,792.98

-0- -0- 22,382.90
-0- -0- -0-
-0- 5,577.00 (5,577.00)

(47.00) 47.00
-0- -0- 8,816.00

(3,925.00)

-0- 5,530.00 21,743.90

7,757.22 5,744.81 (21,410.08)

(3,473.38) (3,765.01) 5,934.97

$ 4,283.84 $ 1,979.80 ($ 15,475.11)

-23-



Student Loans
NDSL

Combi ned
total

$514,114.00
7 ,826.72

'1 ,855.00

523,795.72

423,24a.48
109,893.&4

404.14
3,881 .40
3,035.72

16,894.63
2,314.76

3,231 .20

$ -o-
15,735.72

-0-

15,735.72

-0-
-0-
-0-

3,881 .40
3,035.72
7 ,199.14
2,314.76

231 .20
880.90 ) G8o. eo)

18,781.32

-0-
8,U2.89

-0-
-0-
-0-
-0-

562,O23.27

22,382.90
I,U2.89

-0-
-0-

8,816.00
(3, e25.00)

36,116.798,842.89

5,797.29 12,110.76)

827,045.92 825,742.50

$832,843.21

Schedule 3



SHEPHERD COLLEGE
PELL GMIIT PROGRAI.,I

BALAJ{CE SHEET AS OF JUNE 30, 1985

Assets

Cash on Hand and in Depository
Accounts Receivable - RedeDosit

$17 ,167 .47
187.00

D JV.OU

17 ,314.67

$17 ,354.47

Total Assets

Li abi I ities

Fund Balance

Total Liablllties and Fund Balance

Liabi I ities and Fund Balance

-25-
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Assets

Cash on Hand and in Depository

Total Assets

Liabll ities and Fund Balance

Liabi I itles:
Accrued Adninistrati ve Expenses Payable

Fund Balance

Total Liabllities and Fund Balance

SHEPHERD COLLEGE

SUPPLEIT1ENTAL EDUCATIONAL OPPORTUNITY
BALANCE SHEET AS OF JUNE 30,

GRAT{T PROGRAM

1985

$2,117.O0

(1 ,954.44)

$ 162.56

$ 162.56

-26-
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Cash on Hand and in Depository
Accounts Receivable:

Institutional Matching
Error in Matching

Total Assets

SHEPHERD COLLEGE

COLLEGE I,{OR(-STUDY PROGMI.I
BALANCE SHEFT AS OF JUNE 30, ,1985

Assets

Llabi I ities and Fund Balance

Ll abi I ities:
Accrued Wages Payable
Accrued Administratlve Expenses

Payabl e
College Share of Recovery

Total Liabilitles

Fund Bal ance

Total Liabilities and Fund Balance

$15,908.44

839.33
88.85

$16,836.62

$ 4,263.84

5,082.00
17.43

9,363.27

7,473.35

$16,836.62

-27 -
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SHEPHERD COLLEGE

NATIONAL DIRECT STUDEiIT LOAN PROGMII

BALANCE SHEFT AS OF JUNE 30, 1985

Assets

Cash on
Student

Hand and in Depository
Loans Recelvable

Total Assets

Liabl I lties and Fund Balsnce

Balonce

$126,730.55
714,136.74

$840,867.29

$ 1,373.00

1,171 ,546.O0
90.000.00

1 ,081 ,546.00

130,171.73
10.000.00

120,171.73

1,201,717.73

(362,223.44)

839.494.29

$__9!9,867.2e

Li abi I itles:
Accrued Adninlstrative Expenses

Payable

Fund Balance
Capital:

Federal Contributions:
Authorized
Repaid

Balance

Institutional Contributions:
Authorized
Repaid

Balance

Capltal Fund Balance

Non-Capital Fund Deficlts

Total Fund Balance

Total Liabi I ities and Fund

-28-
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AND

SHEPHERD COLLEGE
NATIOML DIRECT STUDENT LOAN PROGRAII

NALYSIS OF STUDEiIT LOANS RECEIVABLE
T1,{O-YEAR PERIOD ENDED JUNE 30, 1985

THE PERIOD SEPTEI4BER 1, ,1958 
THROUGH JUNE 30, 1985

For the Period
Septenber 1, ,| 958

Through
June 30, 1985

Tro-Year
Period Ended
June 30, 1985

Balance, Beginning of Period
Funds Advanced to Students

Totals

Less Credits:
Col lectlons
Cancellations:

Teaching Servico -
Prior to July 1, '1972

JuIf 1, 1972 and After
Milltdry Servlce
Death
Bankruptcy
Di sabi l ity

Defaulted Loan Principdl and
Interest Asslgned to and:

Accepted by the U.S.
Receipted by the U.S.

Loan Principal:
AdJustnents - other

Total Credits

Balance, June 30, '1985

Total of Individual Loan Balances

Difference

809
-0-
273.O0

$ 641
315

,714.00

2 ,809 ,273 .00 957 ,471 .86

1,590,777.57

388, | 85.4s
40,335.38
5,278.14
9,164.61

11 ,229.71
1,300.00

45,960.94

221 ,625.17

200.00
4,420.00

-0-
-0-

I ,470.61

-0-
13,806.51

904.46 812.83

095 136.26 243 335.12

714,136.74 714,136.74

714 281 .93

LJ 14s.19)

-29-
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SHEPHERD COLLEGE

NATIONAL DIRECT STUDENT LOAN PROGMI'I
STATEMENT OF CHANGES IN I{ON-CAPITAL AND CAPITAL FUND BALANCE

FOR lHE II{O-YEAR PERIOD ENDED JUNE 30, 1985

Non-Capital Fund Bal ance

Additions:
Interest on Loans:

Col Iected
Cancel led
Ass i gned

Relnbursenent on Loans
Cancel led

other Incone

Total Addltions

Deductlons:
Loan Principal and Interest

Cancel led:
Teachlng Service
Bankruptcy

Adnlnlstratlve Costs
Cost of Litigation
Collection Costs
Defaulted Loan Principal and
Interest Assigned to U.S.

other Costs or Losses

Total Deductlons

Net Increase for Year

Fund Deficit, Beglnning of Year

Non-Capltal Fund Deficit,
End of Year

Capltal Fund Balance

Fund Balance, Beginning of Perlod
Add Contrlbutions:

JuIy 1, 1983 - June 30, 1985

Capital Fund Balance,
End of Period

198/.

$ 8,242.87
(1 .562.87)
2,162.89

-0-
15,735.72

24,578.61

2,385.06
1 ,496.34
7,199.14
2,314.76
3,035.72

231 .20
880.90)

18,781 .32

5,797,29

(374,671.81)

($368,874.52)

Federal

$1,081,546.00

-n-

$ 9,909.27
321 .86

2,201 .96

7 ,410.00
11,400.76

3'1 ,243.85

2,778.86
-0-

8,639.62
1,073.79

fi ,133.23)

13,228.73
-0-

24,592.77

6,651.08

1368 ,87 4 .52)

l$362_@.!!\

Instltutlonal

$ 120,171.73

Total

$ 't8,1 52.14
(1 ,241.01)
4,364.85

7,410.00
27 ,136.48

55,822.46

5,163.92
1,496.34

15,838. 76

1,902.49

16 459.93

-0-

$1 ,081 ,546.00 s__12!,11J!3.

Schedule 9

880.90)

43,37 4.09

12,M8.37

(374,671.81')

$362 ,223 .44)

$1 ,201 ,717.73

-0-

$1 ,201 ,717 .73



SHEPHERD COLLEGE

MTI0ML DIRECT STUDEI'IT LOAN PROGM}I
COI'IPUTATI ON OF DEFAULT MTE

AS 0F JUNE 30, 1985
(CUMULATIVE INFORMATION)

Total fuiount Advanced on Loans ln Default $ 115,712.00

Deduct: Principal Anount Repaid or Cancelled 28'512.00

Total Remaining Principal Anount I'lhich
Has Not Been Paid, Cancellod or
Assigned on Notes in Default $ 87'200.q

Principal outstanding on Loans ln Default

Total Anount of l4stured PrinciDal

Total Anount Advanced to AII Borrowers

Deduct: Amount Not In Repaynent Status:
Student Status $250,947.00
Grace Period 89,471.00

Total Anount ilot in Repaynent Status

Total Anount of llatured Principal

Percentage of Loans ln Default ($87,200.00 i $2,468,855.00)

$2,809,273.00

340.418.00

$?,499,9!!.9q
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STATE OF UEST VI RGINIA

OFFICE OF LEGISLATIVE AUDITOR, TO TIT:

Ir Encll Baitey, Legislatlve Audltor, do hereby certify that

the report of audit appended hereto 'Jas made under my directlon 8nd

supervision, under the provisions of the t{est Vlrgtnia Code' Chapter 4,

Article 2, as amended, and that the same is a true and correct copy of

ssid reDort.

Given under my hand this 5d ouy ot Au-r/be.a tgu.

6z'oe<;2 Oey
Encll Baitey, Legislative Auditor

Copy foruarded to the Connnissioner of the Departnent of

Finance and Adninistration to be filed as I public record. Copies

forwarded to the U.S. Departnent of Education; Shepherd College; ltest

virglnia Board of Regents; covernor; Attorney General i and, State

Aud i tor.
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