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Potonac State College of West Virginia University
Keyser, Uest Virglnia

ReDort of Audit
Pell Grant Progrorn

Supplenental Educatlonal opportunlty Grant Progran
College lork-Study Prog?an

Natlonal Dlrect Student Loan Progran
Guaranteed Student Loan Progran

U.S. DeDartment of Education
Entity Number: 1-55-6000-793-A1

For the Perlod July 1, 1982 - June 30, 1985

Part I - Introductlon

Backgfound

Potonac State College of Hest Virginla Unlverslty ls an institutlon of hlgher
educatlon, and was last approved on Decsnber 29, 1981 by the U.S. Deparfinent of
Educatlon for participatlon ln the Student Flnanclal Assistance Pt^o€rams. our
examinatlon of the Pell Grant Progran, Supplemental Educatlonal opportunity
Grant Program, College Uork-Study Prognam and National Direct Student Loan
Progran for the three-year period ended June 30, 1985 and the cuaranteed Student
Loan Progran for the two-year period ended June 30, 1985 l{as directed torard the
obJectives set forth in the U.S. Departrnent of Educatlon's Audit cuide dated
l,,larch 1984.

Pell Grant Pr@ram ( PGP)

The PGP (fonnerly Baslc Educatlonal opportunlty Grant Program) ras establlshed
under Tltl€ IV, Part A-'1 of the Higher Educatlon Act of 1965, as anended. The
College began participatlng in the Petl cpant progran on July '1, 1973. During
the three-y€ar period ended June 30, '1985, swards to students aggregated
$840,641.03 while up to 276 students annually partlclpated in the progran.
Departnent of Educdtion suthorizatlon adard letters to the College aggregat€d
$840,321.00 and sere in the anounts of $243,394.00, $283,763.00 and $3i3,164.00
for the flscal years 1982-83, 1983-84 and '1984-85, resp€ctlvely.

Supplenental Educational opportunity crant Program (SEoGP)

The SEoGP ras establlshed under Title IV, Part A of the Higher Educatlon Act of
1965, as anended. The College began particlpating in the SEoc program on July1, 1966. During th€ three-year perlod ended June 30, 1985, up to 68 students
partlcipated ln the progran each year and aHards to students aggregated
$108,461.58. Departnent of Educatlon arthorlzatlon award letters to th€ College
aggregated $121,803.00 and yere in the amounts of $39,447.00, $41,006.00 and
$41,350.00 for the fiscal years 1982-83, 1983-84 and 1984-85, respectlvely.



College Hork-Study Program (CUSP)

The CHSP vas established unden Title iV, Part C of the Higher Education Act of
1965, as amended. The College began partlcipatlng ln the CI.JS progran on
February 23, 1966. Durlng the three-year perlod ended June 30, 1985, up to 171
students particlpated in the progran each year and expenditures for Hages for
the period aggregated $262,043.92. Departnent of Educatlon authorizatlon aHard
letters to the college rsere ln the anounts of $73,338.00, $77,711.00 and
$68,224.00 for the flscal years of 1982-83, 1983-84 and 1984-85, respectlyely.

National Direct Student Loan Program (NDSLP)

The NDSLP }las established under the llational Defense Educatlon Act of 1958.
whlch *as transferred ln 1972 to Part E of Title IV of the Higher Educatlon Act
0f 1965. The college b€gan participating tn the NDSL program on January .|8,

1959 and since that date it has nade'1,703 loans aggregatlng $1,037,782.93. The
principal outstanding on loans in default arDunted to 5.14& ot the natured
prlncipal on all loans as of June 30, '1985.

Guaranteed Student Loan Progran (GSLP)

The GSLP ras established under Tltle IV, Part B of the Hlgher Educatlon Act of
1965, as anended. The College began partlcipating in the GSL program on
Decenber 29, '1981. During the tro-year period ended June 30, 1985, guaranteed
loans rene recelved by 465 students, wlth 243 students and 222 students recelv-
ing loans in the fiscal years of 1983-84 and 1984-85, respectively.

In additlon, the Parent Loans for Undergraduate Students (PLUS) program uhich
,dds also authorlzed under the sane crlterla, provlded loans to 14 students
during the two-year perlod ended June 30, 1985. During the flscal year 1983-84,
loans vere made to flve students while nine students recelved loans durlng the
flscal year of 1984-85.

Adninistratlon of Prograns

The College offlcials responsible for the overall adnlnlstratlon of the programs
are the Flnanclal Ald/Vetenans Coordlnator and the Asslstant to the Dean for
Business Affalrs. The Flnanclal Aid/Veterans Coordlnator is responsible for
appllcatlon processlng and loan approvals, as vell as the College's compllsnce
rith the various lJ.S. Departnent of Education regulstlons governlng the Col-
lege's partlclpation ln Federal and State financlal ald prograns. The Asslstant
to the Dean for Buslness Affalrs is responslble for the progransr flnancial
nanagement, general ledger accounting, paylents, collectlons and flnancial
reDorts.

ScoDe of Audit

our audit of the Pell Grant Progran, Supplenental Educational opportunlty Grant
Progran, College lork-Study Progr8n, National Dlrect Student Loan Program and
the Guaranteed Student Loan ProgrM ras perfonned in accordance wlth the flnan-
cial and compliance elenents of the Standards for Audlt of Governnental organi-
zatlons, Programs, Activitles and Functlons (1981 Revislon) and ths u.s. Depart-
nent of Educatlon's Audit Guide dated fiarch 1984. The Durpose of the audlt was
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to fonnulate an oDinion of the baslc financial statenent taken as a whole and to
determine if these programs rere adninist€red ln accordance l,tllth the appllcable
laws, regulatlons, agre€ments to participate, 8nd U.S. Departnent of Educationrs
dlrectives which are set forth in the Audit Gulde.

The audtt lncluded:

1. Expressing an opinion on the statenents of changes in student Financlal
Asslstance hograns fund balances and supplsnentary schedules.

2. Evaluatlon of the institution's pollcles, procedures and practlces used to
adnlnister the prograns.

3. Deternindtion of conpllance uith appticable sectlons of the acts' related
Federal regulatlons and lJ.S. Depantment of Educdtlon policles and proce-
dures.

4. Evaluation of the instltutlon's system of lnternal control ' accounting and
report,lng, and the controls maintained ln the operatlon of and accountlng
for the funds provlded for the prograns.

5. Reconclllation of the infomatlon reported on the approprlate flnanclsl
statenents Hith ED Form 646-| and ED Forr 255-4 for the yesrs audited.

As a part of our audit, xe obtalned conflrnations fron selected students ltho
receiyed SEoGP and Poll awards, students rho partlclpated in the CIISP' and stu-
dents y{ho had NDSLP loan balances as of June 30, 1985.

Part II - Highllghts of Audit Results

During our audit, nothing came to our attention whlch caused us to belleve that
Potomac state college of |lest virginia universlty had not generally adminlstered
its student Financlal Asslstance Pr@rams (PGP, SEoGP' cl,lsP ' NDSLP, GSLP and
PLUS) in sccordance v{tth the U.S. DeDartment of Education's Foderal regulatlons
and directives cited ln the Departurent's Audlt Gulde for PGP, SE0GP' Cl,lSP, NDSLP

and GSLP. However, certaln areas of the College's nanagenent of the Student
Flnsncial Asslstance Programs rere ln need of attentlon. l4ore speclflcslly, for
NDSLP (1) the College's capltal contrlbutlon ras not deposlted tinely' (2) the
cancellation sccounts ore not seDarated in accordance Hlth Regulatlon Sectton
674.|9, and (3) the adrnlntstrative oxpense reported on the June 30, |984 Flscal

'operatlons Report and Application to Participate (FISAP) t{8s lncorrect. ln
addition, the total anount of Cl{S recetpts was not reported on the FISAP.
Furthenn6re, se noted that for all programi, (t) procedural guldellnes have not
been prepared for handling and recordlng flnanclal transactlons involvlng the
prograrns, and (2) the College does not haye an established self-evaluation
syst€m for nonltoring and evaluatlng the prograns. These natters are discussed
nore fully under the "Findlngs End Recomnendationsi section of thls report.
(See pages 13 through ,|5.)
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Part III - Auditorst Report on Statenent of Changes ln student Financlal
Asslstance Prograns Fund Balances

The Honorable Encil Bailey
Leglslative Audltor
state capltol - l,Jest llling
Charleston, llest Virglnla

Slr:

lie have exanlned the Ecconpanylng st€tqnent of changes in the Student Flnanclal
Asslstance Pnog?ons fund baianles-of Potonac state college of l'lest Vlrginla Uni-
versity for the-three-year period ended June 30, 1985. our exdnlnatlon was made

in aciordance uith tha st€hdards for Audit of Governnentat organlzation:' Pro-
gr8lns, Actlvltles, and Fundtlons lssued by the U.s. conptroller Gen€ral (GAo) ln
,tune tgzz and ievlsed Februarv '1981 and the Audit Gulde dated lilarch 1984 pre-
scrlbed by the u.s. Departnent 6f Educatlon and, accordlngly, lncluded such tests
;f the iccountlng recbrds and such other audlting procedures as we considered
necessary ln the clrcunstances.

The accolDanylng statenent yas prepared for the purpose of conDlylng with the
audit requlrinnent relatlng to tha student Flnancial Assistance Prograns of . the
U.S. Department of Education and ls llnlted to the actlvltles related t0 these
programs.

As describ€d tn Note '1 , and in accordance with prescrlbed practlces of the Pno-
gram, the college has n6t accrued lnterest on student loans recelvable or provlded
ior in allowanc6 for doubtfut loans recelvable. Accordingly, lnterest on loans
ls recorded vhen recelved. Uncollectable loans are not recognlzed untll cancelled
or wrttten-off ln confonnlty wlth Natlonal Dtrect Student Loan Prograrl requlre-
ments. These practtces do' not conforn vlth generally accepted accountlng
princl ples.

In our oplnlon, except for the effects of not accruing interest on student loans
recetvabie tJhen earied and of not providlng an allowance for doubtful loans re-
cetvable, the statenent referred to above piesents falrly the changes ln Student
Flnanciai Assistance Programs fund balances of Potonac state College of Uest
Vlrginla Universtty for th; three-year period ended June 30' 1985, in confonnity
with generally accipted accountlng prinalples applied on a conslstent basls.

our exanlnatlon ras nade for the purpose of fonnlng 8n oplnlon on the sccompanying
statenent of changes ln student Financlal Asslstance Progrsms fund balances taken
as a rhole. The infonnatlon included ln the supplenentary schedule of dlsburse-
ments and expenditures for each Student Flnanclal Asslstance Program for- the
three-year peiiod ended June 30, 1985, ls pnesented for purposes of addltlonal
anelysis anb ls not a required part of the acconpanylng statement of changes in
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Student Flnancial Asslstance Prograns fund balances. The inforratlon has been
subJected to the audittng procedures applted tn the exorllnatlon of the accont-
panylng statenent of changes in Student Flnancial Assistance Programs fund bal-
ances of Potonac State Coltege of ttlest Virginls thlversity and, ln our oplnion, ls
fairly stated ln all naterial respects ln relatlon to the acconpanylng statMent
taken as a rhole.

Respectfully subnltted,

/,1L4*./f&"Jil,:-
Thedfor{ L. shanklin. CPA, Director
Leglslatlve Postaudlt Dlvlslon

January 8, 1987

Audltors: Roynond V. Shingler, CPA, Supervisor
Donald T. lloore, Audltor-in-Charge



POTOI'IAC STATE COLLEGE OF I,IEST VIRGINIA UNIVERSITY
STATEMEIIT OF CHANGES IN STUDEI{T FINNCIAL ASSISTANCE

PROGRAI'S FUND BALANCES

FOR THE THREE-YEAR PERIOD ENDED JUNE 30, 1985

Pell
Grants and College Work-Study

sEoG cl,{s

s40,321.00 $ 112,265.00 $ 219,273.00
10.14'1.50 4,047.84 (1 ,178.73)

375.00 -0-

Additions:
Federal Alrards
0ther
other - Adninistrative Cost
Al lowance Received

Total Additions

Deductions:
Grants
l,lages
FICA Matching
other Benefits
Loan Cancel Iations
Col Iectlon Costs
Adnlnistrative Expense
Defaulted Loan Principal and
Interest Asslgned to Dept,

other Costs or Losses
Anounts Return€d to Dept. of

Total Deductlons

854,837.50

840,461.03
-0-
-n-
-0-

-0-
4,375.00

116,312.U

108,461.58

-0-
-0-
-0-

5,291.73

218,094.27

-0-
262,043.92

5,'t95.06
1,855.36

-0-
-0-

14,390.86

of Educatlon

Education

-0-
-0-
074.49

-0-
-0-
890.00

-0-
-0-
-0-

other Changes:
Institutional I'lstchi ng Funds
Interest
Relnbursement on Loans Cancel led
Transfer Among Programs
Transfer Among Programs

Total othen Changes

Net (Decrease)

Beglnning Fund

Increase ln Fund Balances

Balance, July 1, 1952

1985Endlng Fund Balance, June 30,

852,91O.52

-0-
-0-
-0-

(9,538.00)
-0-

(9,538.00)

(7 ,611 .02)

117 ,643.31

-0-
-0-
-0-

9,538.00
( 8,044.60 )

283,485.20

55,922.21
-0-
-0-
-0-

8.044.60

493.40 966.81

162.93

1 .78

(1 ,424.12)

567.06 667 .18

1,956.04 5,243.06

See Notes to Flnancial Statenent
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Student
Loans

44,429.65 1,233,674.26

NDSL

31 ,869.00
12,560.65

Tota I

$1,203,728.00
25,571 .26

4,375.00

9M,922.61
262,043.92

r nFq ?6
l ooe 60

(54.77)
26,522.38

M,733.41
33.20

-0-
-0-

I OOA AO

(54.771
2,464.79

M,733.41
33.20

-0- 11.964.49

49,175.32

3,541.00
13,071.71
2,476.00

-0-
-0-

1,303,214.35

59,463.21
13,071 .71
2,476 .00

-0-
-0-

1 9.088.71 75,010.92

t4,343.04 5,470.83

345.209.21 361 ,445.23

$ 359,s52.25 $ 366.916.06
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Notes to Statenent of Changes ln Student Flnancial Asslstance
Prograns Fund Balances

(1) Basls of Presentatlon

The acconpanylng ststanent of changes in Student Flnanclal Asslstance Prograns
fund balances has been prepared in accordance with accounting practlces pre-
scrlbed for such prog"ans by the Department of Educatlon's flscal control and
fund sccountlng procedures and the fonnat as set forth in the publlcatton Audit
Gulde for Student Financlal Asststance Prograns. The purpose of the stat6;;t
is to present ln sunnnary fonn, Student Flndnclal Asslstance actlvltles of
Potonac State College of l{est Vlrglnia Universlty for the three-year peniod
ended June 30, 1985, which have been financed by the U.S. Departnent of Educa-tion. Except as described ln the folloHlng psragraph, these accountlng prac-
tices 8re in agreement with generally accepted accountlng principles.

The Natlon8l Direct Student Loan Pr@ran does not provlde for accrual of lnter-
est on student loans recelvable nor for a Drovlslon of allowance for doubtful
loans. lnterest on loans 1s recorded when recelved and uncollectable loans are
recognized rhen loans are cancelled or rritten-off. These Dractices are in
confomity rlth the Natlonal Dlrect Student Loan Progran requlrenents. The
effect of these varlations fron generally accepted accounting principles have
not been determlned.

Because the statenent of changes in fund balances presents only a selected
portion of the actlvltles of Potonac State College of l,{est Vlrglnla Unlverslty,1t ls not lntended to and does not present elther the flnancial position,
changes ln fund balances or the current funds, revenues, expenditures and other
changes ln fund balances of the College.

(2) Adntnistratlve Expense

Partlcipatlng colleges earn an adnlnlstratlve cost allorance to use as an offsetto the actual cost of adnlnisterlng the Federal Financlal Assistance Prograns.
The Departnent of Educatlon pays the adninlstratlve cost dllowance (allowance)
earned by the Pell crant Prograrn dlrectly to the College.

The cMpus-bssed programs (Supplenental Educational opportunlty Grant Program,
College tlork-Study Progron, and the Notlonal Dlrect Student Loan Program) pro-
vide for the allo'donce to be paid to the Cotlege from nonles ln the varlous pro-
grams. The Regulatlons also alloH for paylent of the allowdnce fron each of the
Programs or fron any one of the Pfograms.

The College's earned allo'cance fron the campus-based prograns l{as $22,147.38 and
this is reflected tn the $26,522.38 admlnlstratlve exDense ln the total colunn
0n Exhibit A. The adnlnlstrative expense shom under the SEoG, CUS and Student
Loans colunns ls the actual anount pald or to be pald fron each of the prografls.
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Part IV - Audttors' Report on Internal Accounting Control

The Honorable Encil Balley
Legislatlve Audltor
State Capitol - West tllng
charleston, !{est vlrginia

5l r:

Se have examined the statqnent of chanses ln fund balances for the Student Flnan-
ctal Assistance Progrons of Potonac Sfute Coll€ge of Hest Vlrginia University for
the three-year peri;d ended June 30, 1985, and hsve lssued our repott thereon
dated January 8, 1987.

As a part of our exanlnatlon' we made a study and evaluatlon.of.the system .of
internai accountlng control of Potomac State College of Uest Virglnia Unlverslty
to the extent re considered necessdry to evaluate the systerl as requlred Dy

geneiatty accepted audltlng standards an-d the standards for flnancial and conplf-
dnce audits coirtained in tFe U.s. General Accountlng Office's standards for Audlt
of Governnental organizations, Programs, Activltles and Functlons. For the pur-
pose of thts report" ue have classlfied the signlficant lnternal accountlng con-
trols ln the folloHing categorles:

'1. Recelpts2. Dl sbursenents
3. Grantlng of Loans
4 Pavrent of Adminlstratlve ExDenses
5. Coilectlon of Loan Prlncipal snd Interest
6. Paynent of Lltigatlon Costs
7. Cancellatlon of Loans
8. Federal and Institutional Capltal contributl0n
9. Posting of Transactions

Our study included all of the control categorles llsted above. The purpose of ouf
study and evaluation l{as to detennlne the nature, timlng and extent of perfomlng
the 

-audttlng 
procedur€s necessary for expresslng an oplnlon on.the entity's finan-

clal statenents. Our study and'evaluatlon l,as more llnlted than sould be neces-
sary to express an opinlon 6n the systen of lnternal accounting control taken as a

rhole or on any of the categorles of controls identified above.

The managsnent of Potonac state College of uest Vlrginla ljnlYerslty is responsible
for est;btlshing and maintainlng a iysten of lnteinal accounting control. In
fulfilling thts iesponsibtlity, eitimates and judgnents by nanagenent are requlred
to assesi the expActed beneiits and related aosts of control procedures. .The
objectlves of a systen are to provlde nanagenent wlth reasonable' but-not abso-
luie, assurance that sssets arb safeguarded agalnst loss fron unauthorized use or
dlsp6sition, and that transactions ire execrrted ln accordance uith nanagementrs
authorizati6n and recorded properly to pennit the preparation of financial state-
nents ln accordance rlth generally accepted sccountlng princlples.
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Because of inherent llnitations in any systen of lnternal accountlng control,
errors or irregularltles may nevertheless occur and not be detected. Also, pro-
Jection of any evaluation of the systEn to future perlods ls subJect to the risk
that procedures nay becone inadequate because of changes in conditlons or that the
degree of conpllance yith the procedures may deteriorate.

our study and evaluatlon, made for the linlted purpose descrlbed in the flrst
paragraph, vould not necessarl ly dlsclose all naterlal yeaknesses in the system.
Accordingly, we do not express an opinlon on the systen of internal accounting
control of Potonac State College of lest Virginia Universlty taken as a whole or
on any of the categorles of controls ldentified in the first paragraph. Horever,
our study and evaluation dlsclosed no conditlon that we believe to be a material
weakness.

Thls report is intended solely for the use of nanagement and the U.S. Deparfirent
of Education and should not be used for any other purpose.

Respectfully submitted,

nt4.r
Thedf6fd L.
Legl sl ative

v%dil:^
Shonkl in, CPA, Dlrector
Postaudit Divislon

January 8, 1987

Auditors: Raynond V. Shingler, CPA, Supervlsor
Donald T. noore, Audltor-i n-Charge
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P€rt V - Auditorsr Report on Conpliance

The Honorable Encl I Bailey
Legislative Auditor
State Capltll - Uest l,tling
Chdrleston, Uest Virglnla

Si r:

!{e have examined the acconpanying stateJent of changes ln Student Flnancial Assls-
tance Prograns fund balances of Potonac Stdte College of tlest Virglnla Uniyerslty
for the three-year period ended June 30, 1985 and have issued our report thereon
dated January 8, 1987. As part of our exaninatlon, ye r0ade a study and evaluatlonof those internal adnlnlstrative nethods and procedures established by Potonac
State College of tdest Virginld Unlversity to adninister and account for Student
Flnanclal Assistance Prograns ln accordance t{ith the slgnificant adnlnistratlve
requirenents of the Departnent of Educatlon's (Educatlon) March 1984 Audit culde
for Student Financlal Assistance Prograns, Sectlon II snd the folloylng conpll-
dnce requlrenents:

I. Cash managenent
II. Financial Reportlng

III. Instltutional Eltgibillty and Participatlon
IV. Coordinatlon of Student Aid ProgransV. Student File llaintenance Fiscal Procedures and Record (eeplng
VI. Student El loibilitvVII. Instttutlonil Disbi:rsenents to Award ReciDientsVIII. Refund Cdlculation and overpajment Detennlnatlon Procedures

He understand that procedures and systens ln confonnlty Hlth the crlteria con-
tained in these signiflcant adninistratlve requlrenients are considered by Educa-
tion to be adequate for lts purposes ln accordance wlth the proyislons of the
Higher Educatlon Act, as anended. Based on thls understanding of our study and
evaluation, 'de believe ths lnstltution's pr@edures and systens yere adequate for
Educatlonrs purposes.

In addition, our ex€mlnation also included tests of controls to ensure compllance
',itth the provislons of certain najor progran tentls and conditions identified tn
Section II - Complianc€ Requirernents of the Audit Guide. Based upon our exanina-
tion, ue found that for the itens tested, the instltutlon conDlied rith the
materlal terns and condltlons of the Student Fin8nclal Asslstance hward agreenents
except as descrlbed in the rrFindings and Recomendationsi sectlon of thls report.

Further, based on our examlnation and th6 Drocedures refened to above, except as
discussed in the preceding paragraph, nothing cate to our attentlon to lndlcste
thdt Potonac State College of tlest Vlrginia ljnlverslty had not conplied slth the
materlal tenns and condltlons ldenttfled in the flrst paragraph above of Potomac
State College of Uest Virglnia Universlty's Student Flnanclal Assistance Progirans.



This report ts intended solely for the use of Potonac State College of West
vlrginia University, the cognizant audlt agency and other Federal audit agencies
and should not be used for 8ny other purpose.

Respectful lY subnitted,

nM-lt&"lvt''Ihedf#d L. shanklln, CPA, Dlrector
Legislatlve Postaudit Dlvlslon

January 8, 1987

Audltors: Raynond V. Shingler, CPA, Supervlsor
Donald T. Moor€, Audltor-ln-charge



Findlngs and RecoilTendatlons

lnstltution's National Dlrect Student Loan
Capital Contributlon Not Deposlted Timely

Ihe Collego did not alrays deposlt the lnstltutional capital contrlbutlon at the
sone tlne that the Federal caDital contributlon 'xas nade. The institutional
contrlbution Bas deposlted, but at a later date.

The National Dlrect Student Loan (NDSL) Regulatlons at 674.21 states, nshen an
lnstitution deposlts any Federal capltal contrlbutlon to lts Fund, it must
deposit lts instituttonal copital contrlbutlon at the sdne tlne.n

llle revle$ed the Capltal Contrlbutlon Account for the poriod under audlt. our
revlet{ sholred that during tils period, the College recelved and deposlted tl{o
Federal capital contributions totaling $31,869.00. the College deposlted the
t'do lnstltutlonal capltal contrlbutions 71 days and 35 days after the Federal
capltal contrlbutlons yere nade.

t{e reconmend the College take the necessary steps to lmnedlately implement
procedures needed to prevent the recurrence of this vtolatlon of the Federal
crlteria,

Instltutlon's NDSL Cancellatlon Accounts Not ln Conpllance

The College naintalns a general ledger control account that does not keep loan
cancellations seDarate for National Defense Student Loans and Natlonal Dlroct
Student Loans. Additionally, subsldiary accounts are not used to separate these
sofie loan cancellatlons.

The Natlonal Dlrect Student Loan Progran (NDSL) Regulatlons at 674..|9 (f)
st€tes, rran lnstitrJtion need not nalntain seDarate records for Natlonal Defense
Student Loans and Natlonal Dlrect Student Loans EXCEPT for loan cancellatlon
records.i (Emphasls added.) These sane Regulati6ii-ii 674.59 provlde for the
Secretary to relnburse prlncipsl and lnterest cancelled each award year.
Defense loan cancellation relmbursenents are Dald to the lnstltution. Dlrect
loan cancellation are Dald to the institution''s NDSL fund and the dmount reln-
bursed must be deDosited ln thls fund.

The lack of separate control accounts and/or subsldlary accounts could result ln
lnappropriate accountlng for loan cancellatlon reimbursenent. Reinburseaent for
dlrect loan canc€llations could be pald to the College lnstead of to the fund.

lfe recomrend the College comply tllith Regulatlons 674.191t) and 674.59.

- t5 -



Incorrect Anount Reported for Natlonal Dlrect
Student Loan Adninistrative Expense

our reviets shored the College incorrectly reported lts NDSL adnlnistratlve
exp€nse for the audit period. Due to an adninlstratlve error, the College
reported adnlnlstrdtlve expense of $3,440.45 when the anount should have been
$2,464.79, or a difference of $975.66. In addition, the College overstated the
amount of lts other lncone by a ]lke anount.

During the year July 1, 1983 through June 30, 1984, the college earned $975.66
ln NDSL adnlnistrative cost allowance. Hoyever, the College chose to draw thls
€rnount from the CUS fund 'xhlch ls permltted. l.Ihen the State check, dram on the
CUs fund, was recelved, it l{as deposited ln the NDSL fund ln error. The check
should have been deposlted in the Federal Programs Adninlstratlve cost Account
uhich ls the College's account for earned adninlstratlve cost allo$ance. To
correct the error, the College drew a check on the NDSL fund and deposited lt t0
the Col legers account.

t{hen the State check ctas deposlted to the NDSL fund in error, the amount of
$975.66 Has shown as lncone Instead of a credit to adninistratlve cost allow-
ance. tlhen the check ras drawn on the NDSL fund to correct the error, lt ras
charged to adnlnistratlve expense. Ho'dever, slnce the state check uas not
credlted to the account |Jhen deposited, the NDSL Adninlstratlve Expense Account
tias overstated by $975.66.

lle recomrend the College take the necessary steps to correct lts accountlng
records and report these corrections in the NDSL portlon of tie next FISAP
subnltted to the U.S. DeDartnent of Educatlon.

Federal Receipts Not Reported or.

College Hork-Study FISAP

our conparlson of the June 30, 1983 FISAP sith the accountlng records for the
sane perlod showed there were more Federal recelpts than {ere reported. These
recelDts totaled $'131 .27.

Infornation at the Coliege showed this $13|.27 uas made up of snall baldnces ln
several Federal sccounts which had no activity for mrny years. Instead of
continulng to carry these snall balances, the Federal accounts sJere closed out
and the total anount l{as deposlted in the CUS progran fund account. However' no
corresponding increase 'ras reported on the FISAP.

Ue, therefore, necomnend that the next FISAP for C}lS reflect this nlnor lncrease
in Federal funds.

Self-Evaluatlon Systen Not Conpleted

Durlng the perlod of our audit, the college had not tnplemented a suggested
self-evaluatlon systen to nonltor and evaluate tha Federal student Flnancial
Asslstance Progrsrns to ensure their objectives 8re being net. Although thts
system is suggested and ls not required by Federal regulations, i,t is a recog-
nized sound nanagenent practice that one be in place. The purpose of the systern
ls to encourage the Cotlege to provlde contlnuous nonltorlng of the prograns'
activitles, to assure thdt the profl'ans 8re belng operated ln 8n effective,
effictent and economicol nanner.



lle recomend a self-evaluation system be tnptemented and the prograns - revlewed
at least annually under the sys6m. A similar recomnendatlon t{as made durlng
the last audit, blt to date, the Coltege has not conplled.

Need for Procedural Guidelines

Durlng the period of our 8udit, the College had not devel oped 
- 
wrl tten procedural

guideiines 'for handling and recordlng flnanclsl aid transactions after aHards
ire nade. such guldeliies could contilbute to the effectlveness of the progron'
ensure efflclent and econonical adnlnlstratlon, and facllltate program con-
tinuity ldhen changes occur in personnel.

lle recomnend procedural guidelines be developed for handling flnancial ald
transactions, iircluding record keeping, sfter awards are made. A slnllar recon-
mendation wis made durlng the la'st audtt, but to date' the College has not
comDl led.

- 15 -



Part VI - Auditors' Connents on Audlt Resolutlon llatters
Relatlng to the student Financial Assistance Prograns

The College has taken correctlve action on one of the three findings fron the
Drior audit reDort of the Natlonat Dlrect Student Loan Pr@ram, College l'{ork-
Study Prograrn, Supplemental Educatlonal opportunlty Grant Progran and the Pell
Grani Proiram' (foi'herly Baslc Educational bpportunlty Grant Program) for the
period July 1, '1980 thnough June 30, '1982.

Flndlng No. 'l . . Thele is a Heakness in lnternal control
tn that the person l{ho ultinatelY
handles End deposits cash collectlons
also posts transactions to the NDSLP

indlvidual loan ledger cards.

Action Taken In Juty 1983' the Cotlege lnplenented
orocedures to separate the dutles and
iesDonslbl lltles dlscussed above. Fur-
theiTore, additlonal controls in the
fonn of a recelpt tog ras lnitisted ln
the flnancial ald offlce. Payments are
recelved in the flnanclal ald offlce,
recorded ln the 1og, and then turned
over to the cashier after she slgns for
then. She then posts the receipts to
the students' lndlvidual loan ledger and
deposlts the funds ln the bank.

The College has not taken the necessary actlon to correct the folloiilng tl{o
findlngs. Both findings relate to all programs.

Finding No. 1 . . . I'lritten procedural guldelines have not
been prepared fon handling 8nd recordlng
flnanclal transactlons aft€r swards are
nade.

Actton Taken . . As of June 30, 1985, no actlon has been
taken to inplenent the recormendatlon
for rrltten guidellnes $hlch ras con-
tained ln our audit reDort for the
period July 1, 1980 through June 30,
1982.

Flnding No. 2 . . . The College had not inplenented a sug-
oested self-evaluation svsten to nonitor
ind evaluate the Federai student flnan-
cial aid prograns to ensure their obJec-
tlves are being net.

Actton Taken . As of June 30, 1985, no action has been
taken to lnDlement the recormendatlon of
a self-evsluation systen rhich t{as con-
talned ln our audlt report for the pe-
rtod July '1, 1980 through June 30, 1982.

- lo -
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POTOMCE STATE COLLEGE OF IIEST VIRGINIA UNIVERSITY
SCHEDULE OF DISBURSEI'IENTS AND D(PENDITURES

FOR EACH STUDENT FINANCIAL ASSISTANCE PROGRAM
FORTHE PERIOD .]ULY 1. 1982 - JUNE 30, 1985

Year Ended June 30
Dlsbursenents r983

$ 34,396.00 $
1,227.94
(164.17)

2.53

1984

30,862.00 $
-0-

(23s.20)
23.11

1985

36,M4.00
1,236.85

344.60
7\6

National Dlrect Student Loan Progran:
Funds Advanced to Students
Adninlstrative Expenses
Col Iectlon Costs
other Costs or Losses

Total Dlsbursenents

Expendltures

Col Iege llork-Study Progrdm
Supplemental Educatlonal
oDoortunlty Grant Prooram

Pell Grant Program

Total Expendttures

$ 35,462.30 $ 30,649.91 $ 38,033.01

$ 97,782.25 $ 98,208.46 $ 87,494.49

35,502-91 36,900.15
243,534.29 283,763.25

45,240.25
321,237.98

$376,819.4s $418,871.86 $453,972.72

- i8 -
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POTOMAC STATE COLLEGE OF i.IEST VIRGINIA UNIVERSITY
STATEIIIENT OF CHAJiGES IN S]UDEI{T FIMNCIAL ASSISTANCE

PROGMMS FUND BALANCES
FOR THE YEAR ENDED ..]UNE 30, 1985

Additions:
Federal Awards
0ther
other - Admlnistratlve Cost Al lowance

Recei ved

Total Additions

Deductions:
Grants
Itlages
FICA l,4atching
0ther Benefl ts
Loan Cancellatlons
Col lectlon Costs
Administratlve Exp€nse
Defaulted Loan Prlncipal and
Interest Asslgned to Dept. of Education

other Costs or Losses
Anounts Returned to Dept. of Education

Total Deductions

other Changes:
Institutional li,latchlng Funds
Interest
Reinbursenent on Loans Cancelled

Total other Changes

Net (Decrease) ln Fund Balances

Beginnlng Fund Balance, July 1, 1984

Ending Fund Balance, June 30, 1985

Grants and Col lege l'/ork-Study
Pel I SE0G Cl'lS

$313,164.00 $ 41,350.00 $ 68,224.00
6,756.00 3,885.00 (4,098.00)

1,4€0.00 -0- -0-

321,400.00 45,235.00 64,126.00

313,163.49 39,506.20 -0-
-0- -0- 81 ,011.39
-0- -0- 1,661.02
-0- -0- 458.51
-0- -0- -0-
-0- -0- -0-

1,480.00 1 ,844.05 4,363.57

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

8,074.49 3,890.00 -0-

322,717.98 45,240.25 87,494.49

-0- -0- 13,870.54
-0- -0- -0-
-0- -0- -0-

-0- -0- 13,870.54

(1,317.98) (5.2s) (9,497.9s)

3,274-02 169.96 14,741.01

$ 1,956.04 5 164.71 $ 5,243.06
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Student
LOans

NDSL Total

5,8/,4.94

-n-
-0-
-0-
-0-
826.42
344.60

1,236.85

13,824.36
7 .56

-0-

5,844.94 436,605.94

s422,738.00
12,387 .94

1 ,480.00

352,669.69
81 ,011 .39

1,661.02
458.51
826.42
344.60

8,924.47

13,824.36
7 .56

11,964.49

16,239.79

-0-
4,507.83
1 , 128.00

(4,759.02)

364,311.27

471,692.51

13,870.54
4,507.83
1,128.00

19,506.37

( 15,580.20)

382,496.26

$359,552. 25 $366,91 6.06
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POTOIIAC STATE COLLEGE OF I{EST VIRGINIA UNIVERSITY
STATEMENT OF CHAflGES IN STUDEIII FIMNCIAL ASSISTANCE

PROGMI4S FUND BALANCES

FOR IHE YEAR ENDED JUNE 30, 1984

Grants and College Iork-Study
Pel I SEOG ct{s

Additions:
Federal A',iards
0ther
OLher - Admlnistratlve Cost AI lowance

Recelved

Total Addttlons

Deductlons:
Grants
l.lages
FICA Irlatchlng
0ther Beneflts
Loan Cancel lations
Col lectlon Costs
Adnlnistrative Expense
0!her Costs or Losses

Total Deductlons

0ther Changes:
Instltutlonal Matchlng Funds
Interest
Transfer Anong Prograns

Total other Changes

Net (Decrease) Incr€ase ln Fund Balances

Beglnning Fund Balance, July 1, 1983

Endlng Fund Balance, Jude 30, 1984

$283,763.00
( i, s60.50

1 ,515.00

$ 41,006.00 $ 77,711.00
162.84 (81.00)

-0- -0-

277,717.50

283,763.25
-0-
-0-
-0-
-0-
-0-

1 ,51 5.00
-0-

41,168.U

3s,143.00
-0-
-0-
-0-
-0-
-0-

1 ,757.15

77 ,630.00

-0-
89,859.43
2,226.11

654.29
-0-
-0-

5,468.63
-0-

285,278.25 36,900.15 98,208.46

-0-
-0-
-0-

-0-

10,8U.77

$ 3,274.02 169.96 $ 14,741.01

-0- 22,907.72
-0- -0-

(4,100.50) 4, t1,00.60

(4, 100.60) 27,008.32

168.09 6,429.86

1.87 8,311.'t5
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Student
Loanslmr

$ 20,697.00
4,357 .57

-0-

lota I

$423,177.00
(3, 121.09 )

1 ,515.00

318,906.25
89,859.43
2,226.11

654.29
377 .19

lzJa. av )
8,740.78

23.11

25,054.57 421,570.91

-0-
-0-
-0-
-0-
377 .19

(235.20)
-0-

23.11

165.10 420,551 .96

2,299.67 25,207.39
3,029.78 3,029.78

-0- -0-

5,329.45 28,237.17

30,218.92 29,256.12

334,092.35 353,240.14

$364, 31 1.27 $3F,2,496.26
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POTOMC STATE COLLEGE OF IEST VIRGIT{IA UNIVERSIIY
STATEMENT OF CHANGES IN STUDENT FIMNCIAL ASSISTANCE

PROGMIYIS FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 1983

Grants dnd Col lege Hork-Study

Additlons:
Federal Ayards
0ther
other - Adnlnlstratlve Cost Allowance
Received

Total Additions

Deductions:
Grants
l{a ges
FICA l4atchlng
Olher Benefi ts
Loan Cancel Iations
Col lectlon Costs
Adnlnlstrative Expense
Defaulted Loan Prlnclpal and
Interest Assigned to Dept. of Education

other Costs or Losses

Total Deductlons

other Changes:
Instltutional lllatching Funds
Interest
Reimbursem€nt for Loans Cancel led
Transfer Anbng Programs
Transfer Anong Programs

Total other Changes

Net Increase (Decrease) ln Fund Bdlanbes

Beglnntng Fund Balance, July 1, 1982

Endlng Fund Balance, June 30, 1983

$ 29,909.00 $ 73,338.00
-0- 3,000.27

-0- -0-

Pel I

$243,394.00
10,946.00

25s,720.00

243,534.29
-0-
-0-
-0-
-0-
-0-

1,380.00

-0-
-0-

SEOG Cl,lS

29;909.00

33,8't2.38
-0-
-0-
-0-

-0-
1 ,690.53

-0-
-0-

76,338.27

-0-
91,173.10

1,307 .93
7 42.56
-0-
-0-

4,558.66

-0-
-0-

244,914.29 35,502.91 97,782.25

-0-
-0-
-0-

( 9,538.00 )
-0-

19,143.95
-0--0--0- -0-

9,538.00 -0-
(3,944.00) 3,944.00

(9,538.00 ) 5,594.00 23,087.95

1,267 .71

9,567 .06

0.09 1,643.97

6,667 .18

$ 10,834.7i $ 1.87 $ 8,311.15
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Student
LOans

NDSL

$ 11,172.00
2,358.14

-0-

Tota I

$357,813.00
t 6,304.41
1,380.00

277 ,346.67
91,173.10

1,307.93
742.56
795.08

(164.17)

30,909.05

41 0,969.88

20,385.28
5,534. 10
I ,348.00

-0-
-0-

13,530. {4 375,497.41

-0-
-0-
-0-
-0-
795.08

(164.17 )
1 ,227 .94

30,909.05

32,770.43

1,241.33
5,534.10
1,348.00

-0-
-0-

8, 123.43 27 ,267.38

(11,116.86) (8,205.09)

u5,209.21 361,445.23

999,.q4.9q $Q9,40.U
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POTOMC STATE COLLEGE OF I{EST VIRGINIA UNIVERSITY
PELL GRANT PROGRAI4

BALANCE SHEET AS OF JUNE 30, 1985

Assets

Cash on Hand and ln Depository
Accounts Receivable - Redepostt

Total Assets

$1 ,926.80
29.24

$r ,956.04

$ -o-

1 ,955.04

$l ,956.04

Llabil itles and Fund Balance

Ltabi I itl€s

Fund Balance

Total Liabilltles and Fund Balance

-25-
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POTOMAC STATE COLLEGE OF I,{EST VIRGINIA UNIVERSIfi
SUPPLEMENTAL EDUCATIOML OPPORTUI{ITY GRANT PROGMI4

BALANCE SHEET A5 OF JUNE 30, 1985

Assets

Cash on Hand and in Deposltory

Total Assets

$2,008.76

$2,o@.76

Llabl I lties and Fund Balance

L labl l ltles:
Accrued Admtnlstratlve Expenses Payable $1,844.05

Total Llabi lit.les 1,844.05

Fund Balance 164.71

Total Liablltttes and Fund Balance $2,008.76
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POTOI4AC STATE COLLEGE OF }IEST VIRGINIA UNIVERSITY
C0LLEGE I'I0RK-STUDY PROGRAM

BAI.ANCE SHEfi AS OF JUNE 30. 1985

Assets

Cash on Hand and ln Depository

Total Assets

Llabt lttles dnd Fund Balance

Total Llabilltles and Fund Balance

Ll abi I ities:
Accrued l{ages Payable $23,418.04
Accrued Admlnistratlve Expenses Payable 4,363.57

Total Llabl l tties 27,781.61

Fund Balance 5,243.06

$33,024.67

$33,024.67

$33,024.67
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P0TOMAC STATE COLLEGE 0F I'IEST VIRGINIA UNMRSIIY
MTIONAL DIRECT SIUDENT LOAN PROGRAM

BALANCE SHEET A5 OF JUNE 30. 1985

Assets

Cash on Hand and ln Deposltory
Student Loans Recelvable (S€e Schedul€ 9)

Total Assets

Liabl l ltles and Fund Balance

Llabl I ities

Fund Balance:
Capital:

Federal Contrlbutlons:
Authorlzed
Repa ld

Balance

Instltuttonal Contrlbutlons:
Authorlzed
Repa id

Balance

Capltal Fund Balance

Non-Capital Fund Deflcits (See Schedule 10)

$124,783.93
234,768.32

$359,552.25

404,187.00
-0-

404,187.00

45,259.78
-0-

45,259.78

449,446.78

(8e,894.53)

359,552.25

$359,552.25

-0-

Total Fund Balance

Total Liabllitles and Fund Balance
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POTOMC STATE COLLEGE OF IEST VIRGINIA UNIVERSITY
NATIONAL DIRECT STUOEiIT LOAN PROGMI'I
AMLYSIS OF STUDENT LOANS RECEIVABLE
THREE-YEAR PERIOD ENDED JUNE 30, 1985

AND THE PERIOD JANUARY 18, 1959 THROUGH JUNE 30, 1985

For the Period
January 18, 1959

Through
June 30. 1985

Ihree-Year
Perlod Ended
June 30, 1985

Balance, Beglnning of Period
Funds Advanced to Students

TotaI

Less Credlts:
Collectlons
CanceI latlons:

Teacher Servlce - Prlor to July 1, 1972
- July 1, 1972 and After

!4llltary Service
Death
Bankruptcy

Defaulted Loan Prlnclpal Asslgned to and:
Accepted By the u.s. 45,178.50
Recelpted By the u.s. 11,957.32

Loan Principal Adjustnsnts - 0ther 

-

Total Credits

Balance, June 30, 1985

Total of Indivldual Loan Balances

Difference

037 782.93 408.982.25

037
-0-
7U.93

$ 307,280.25
101,702.00

682,140.72

50,269.53
4,259.30
1,5M.64
4,850.37
2,725.8

57 ,135.82
84.65

132,101.31

3,887.80
(2,136.90)

-0-
103.50
-0-

40,225.02
33.20

803,014.61 174 213.93

234,768 -32

234,768.72

$2U 768.32

0.40
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POTOI'IAC STATE COLLEGE OF HEST VIRGINIA UNIVERSITY
MTIOML DIRECT STUDENT LOAN PROGMM

STATEIiIENT OF CHANGES IN NON-CAPITAL AND CAPITAL FUND BALANCE
FOR THE THREE-YEAR PERIOD ENDED JUNE 30, 1985

Year Ended ,tune 30
on-CaDital Fund Balance 1984

Addltions:
Interest on Loans

Relmbursgnent on
other Income

- Col lected
- Cancelled
- Asslgned

Loans Cancel led

Tota I Addl ons

Deductlons:
Loan Prlnclpal and Interest Cancelled:

Teachlng Servlce
!ll lltary Servlce
Death

Admlnlstratlve Costs
Col lectlon Costs
Defaulted Loan Prlnclpal and
Interest Asslgn€d to U.S.

other Costs or Losses

Total Deductlons

Net (Decrease) Increase for the year

Fund Deflcit, Beglnnlng of year

Non-Capltal Fund Deficlt, End of year

Capltal Fund Balance

Fund Balance, Beginning of perlod

Add Contrlbutlons:
,July 1, 1982 - June
July 1, 1983 - June
July 1, 1984 - June

Total Contributions

Capital Fund Balance, End of period

| 983

$ 2,412.94 $ 2,995.79
60.98 33.99

3,060.18 -0-1,348.00 -0-2,38.14 4,357.57

9,240.24 7,387.35

1985

$ 3,010.30
49.32

1,444-21
I ,128.00
5,U4.94

11,480.77

795.44 377.19(0.36) -0-
-0- -0-1,227.94 -0-(164.17) (235.20)

30,909.05
2.53

-0-
23.11

722-92
-0-
103.50

1 ,236.85
344.60

13,824.36
7.56

32,770.43 165.10 16,239.79

(23,530.19) 7,222.25 (4,759.02)

(68,827.57\ (92,3s7.76) (85, 135.51 )

(g_9?!l!z:zq) ($ 85, 135.51 ) ($ 8e,8e4.53)

30, 1983
30, 1984
30, 1985

Federal

$372,318.00

11,172.00
20,697 .00

-0-

Institutional Tota I

$ 41,718.78 $414,036.78

1,241.33 12,413.33
2,299.67 22,996.67

-0- -0-

31,869.00 3,541.00 35,410.00

$404,187.00 $ 45,259.7B $449,446.78
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POTOI.'IAC STATE COLLEGE OF I.IEST VIRGINIA UNIVERSITY
MTIOML DIRECT S'IUDENT LOAN PROGMM

COMPUTATION OF DEFAULT RAIE
AS OF JUNE 30. 1985

(CUMULATI VE INFORI.{ATION)

Prlncipal outstandlng on Loans ln Default

Total ArDunt Advanced on Loans ln Default

Deduct: Princlpal Amunt Repaid or Cancelled

Total Renainlng Princlpal Anount I'thlch Has Not Been
Pald, Cancelled or Asslgned on Notes in Default

Total Anount of trlatured principal

Total Amount Advanced to All Borrouers

Deduct: Anount l{ot in Repayment Status:
Student Status
Grace Period

Total Amount Not in Repal,ment Status

Total Anount of Matured Prlncipal

$ 82,042.00
13,598.00

Percentage of Loans in Default (948,458.00 t 9942,142.93\

$ 56,990.00

8,532.00

$ 48,458.00

$1,037,782.93

95,640.00

$ 942,142.93

5.14%
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STATE 0F I'IEST VIRGINIA

OFFICE OF LEGISLATIVE AUDITOR, TO TIT:

I, Enctl Bolley, Leglslatlve Auditor, do hereby cerufy
that the report of audlt appended hereto ras nade under ny dlrec_
tlon and superyislon, under the provlslons of the lest Vlrglnla
Code, Chapter 4, Artlcle Z, as amend6d, and that the sane ls true
and correct copy of sald reDort.

clven under my hand thls da! of (fu7. ,

1988.

6a/4b&
Encil Balley, Legtslatlve Auditor

Copy fondarded to the Comnisstoner of the DeDartnent of
Flnance and Adninlstration to be filed as a public record. Coptes

forrdarded to the u.S. Departnent of Educa on; potonac Stare

College of I'lest Vtrglnla Untversity; Uest Vlrginta Board of
Regents; covernor; Attorney Generali and, Stat€ Audltor.
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