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. INDEPENDENT AUDITOR’'S REPORT

Northwest Arkansas Community College
Legislative Joint Auditing Committee

We have audited the balance sheet of Northwest Arkansas Community College (the "University"), a component unit of the
State of Arkansas, as of June 30, 1999 and the related statements of changes in fund balances and current funds revenues,
expenditures, and other changes for the year then ended as listed in the table of contents. These financial statements are
the responsibility of the University’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Northwest Arkansas Community College as of June 30, 1999 and changes in fund balances and the current funds revenues,
expenditures, and other changes for the year then ended, in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated January 19, 2000 on our
consideration of Northwest Arkansas Community College’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.

Our audit was performed for the purpose of forming an opinion on the financial statements taken as a whole. The
accompanying financial information listed as supporting schedules in the table of contents, including the schedule of
Expenditures of Federal Awards as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis and is not a required part of the
financial statements of Northwest Arkansas Community Coliege. Such information has been subjected to the auditing
procedures applied in the audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.

DIVISION OF LEGISLATIVE AUDIT

Charles L. Robinson, CPA, CFE
Legislative Auditor
Little Rock, Arkansas
January 19, 2000
. EDHE19899
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COMBINED REPORT(S) ON COMPLIANCE, INTERNAL CONTROLS AND OTHER MATTERS

Northwest Arkansas Community College
Legislative Joint Auditing Committee

The underlying purpose of this letter is to convey certain observations and recommendations regarding state and federal
compliance and internal control in conjunction with our audit of Northwest Arkansas Community College. This letter reflects
various requirements and pronouncements of the American Institute of Certified Public Accountants (AICPA), the United
States General Accounting Office (GAO), the United States Office of Management and Budget (OMB), the Single Audit Act
of 1984 and the Single Audit Act Amendments of 1996. Section | of this letter is designed to satisfy certain requirements for
compliance and internal control over financial reporting, whereas, Section Il is designed to satisfy certain requirements for
compliance requirements applicable to each major federal award program and internal control over compliance in accordance
with OMB Circular A-133.

SECTION I REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Northwest Arkansas Community College (the "University”), a component unit
of the State of Arkansas, as of and for the year ended June 30, 1999, and have issued our report thereon dated January 19,
2000. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the University's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of the state constitution, state and federal laws
and regulations, and federal contracts and grants, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not
an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance that are required to be reported under Government Auditing Standards.

internal_Control Over Financial Reporting

In planning and performing our audit, we considered the University’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide

. assurance on the internal control over financial reporting. However, we noted certain matters involving the internal control
over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters
coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial

. reporting that, in our judgment, could adversely affect the University’s ability to record, process, summarize and report
financial data consistent with the assertions of management in the financial statements. Reportable conditions are disclosed
below in the Audit Findings section of this letter.
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A material weakness is a condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose
all reportable conditions that are also considered to be material weaknesses. However, of the reportable conditions described
above, we consider the finding below to be a material weakness. Other matters involving compliance and/or internal control
were reported to university management in separate written communications.

Reportable Condition(s)

As reported in the previous audit, the accounting for and numbering of disbursement vouchers was inadequate. in addition,
bank accounts were not reconciled in a timely manner.

SECTION I REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR FEDERAL AWARD PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Compliance

We have audited the compliance of Northwest Arkansas Community College (the "University") with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 1999. The University’'s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of Federal Award Programs - Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs
is the responsibility of the University’s management. Our responsibility is to express an opinion on the University's
compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular
A-133 require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the University’s compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion. Our audit does not provide a legal determination on the University’s compliance with
those requirements.

In our opinion, the University complied, in all material respects, with the requirements referred to above that are applicable
to each of its major federal programs for the year ended June 30, 1999.

Internal Control Over Compliance

The management of the University is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our
audit, we considered the University’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on internal control over compliance in accordance with OMB Circular A-133.




Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that
might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements
of laws, regulations, contrac:s and grants that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operation that we consider to be material
weaknesses.

STUDENT ENROLLMENT DATA - In accordance with Ark. Code Ann. 6-60-209, we performed tests of the student enroliment
data for the year ended June 30, 1999, as reported to the State Department of Higher Education, to provide reasonable
assurance that the data was properly reported. Our testing was limited to the fall and spring terms of the year. The enroliment
data reported was as follows:

Second Summer First Summer
Term Fall Spring ) Term
1998 Term Term 1999
Student Head Count 644 3,542 3,700 947
Student Semester Credit Hours 2,204 28,842 27,116 3,780

During our review, nothing came to our attention that would cause us to believe that the student enrollment data was not
substantially correct.

These reports are intended for the information and use of the Legislative Joint Auditing Committee, state executive and
oversight management, university management, the federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specific parties. However, this report is a matter of public record
and its distribution is not limited.

DIVISION OF LEGISLATIVE AUDIT

William R. Baum, CPA, CFE
Deputy Legislative Auditor

Little Rock, Arkansas
January 19, 2000
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NOTE 1:

NOTE 2

NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Reporting Entity

Northwest Arkansas Community College "the University" is a public institution of higher education. The governing body
is the board of trustees comprised of nine (9) members.

In 1986, a group of community leaders formed the Rogers/Bentonville Community College Foundation with the purpose
of establishing a new community college. On September 6, 1989, the Governor of Arkansas appointed nine individuals
to the board of trustees of the Northwest Arkansas Community College. The board of trustees is the level of government
that has responsibilities over all activities relating to the University. The University’s financial statements reflect all funds
and accounts directly under the control of the University. There are no component units. The University began fiscal
operations on January 30, 1990 and began offering classes in the 1990-91 school year.

Governmental Accounting Standards Board Statement Number 14 (GASB 14) addresses the issue of the financial reporting
entity. According to GASB 14, the financial reporting entity consists of (a) the primary government; (b) organizations for
which the primary government is financially accountable; and (c) other organizations for which the nature and significance
of their relationship with the primary government are such that exclusion would cause the reporting entity’s financial
statements to be misleading or incomplete. Under the provisions of this statement, the University would be a component
unit of the State of Arkansas (primary government). GASB 14 defines a component unit as a legally separate organization
for which the elected officials of the primary government are financially accountable. Although this statement is written
from the perspective of the primary government, its requirements apply to the separately issued financial statements of
a component unit. The component unit should apply the provisions of GASB 14 as if it were a primary government. The
GASB is studying circumstances under which organizations such as those described in Note 9 might be included in the
financial reporting entity. Appropriate pronouncements will be issued at a later date. Disclosure of such affiliated
organizations will be via notes to the financial statements pending the aforementioned pronouncements.

Summary of Significant Accounting Policies

Accrual Basis

The financial statements of Northwest Arkansas Community College have been prepared on the accrual basis, except for
depreciation accounting. The statement of current funds revenues, expenditures, and other changes is a statement of
financial activities of current funds related to the current reporting period. It does not purport to present the results of

operations or the net earnings or loss for the period as would an income statement.

To the extent that current funds are used to finance plant assets, the amounts are accounted for as expenditures in the
case of applicable plant additions.

Fund Accounting

To ensure observance of limitations and restrictions placed on the use of the resources available to Northwest Arkansas
Community College, the accounts of the Institution are maintained in accordance with the principles of fund accounting.
Resources for various purposes are classified for accounting and reporting purposes into funds which may be used for
activities or objectives specified. Separate accounts are maintained for each fund; however, inthe accompanying financial
statements, funds that have similar characteristics have been combined into fund groups.




NOTE 2:

NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Summary of Significant Accounting Policies (Continued)

Fund Accounting (Continued)

Within each fund group, fund balances restricted by outside sources are so indicated and are distinguished from
unrestricted funds allocated for specific purposes by action of the Board of Trustees. Externally restricted funds may only
be utilized for the purposes established by the source of such funds whereas unrestricted funds are under the control of
the University to use in achieving any of its educational purposes.

Current Funds

Current funds balances are separated into those which are restricted by donors or grantors and those which are
unrestricted. Restricted revenues are reported to the extent of expenditures for current operating purposes.

Accounts Receivable

Unrestricted current fund accounts receivable are stated at estimated net realizable values; that is, the gross amount of
the receivable is reduced by allowances for estimated uncoliectible accounts. Unrestricted current fund receivables
represent charges due the University from various educational activities. Restricted current fund accounts receivable
consist mainly of unreimbursed expenses relating to grants and contracts with federal, state and private agencies.
Inventories

Inventories which are immaterial are valued at cost.

Investment in Plant

Plant assets consisting of land, buildings, library holdings, equipment, improvements and construction in progress are
stated at cost or, if contributed, at fair market value on date of gift.

Encumbrances

Encumbrances are defined as commitments related to unperformed contracts for goods or services. The University does
not record encumbrances in its accounting system and none are recorded in the accompanying financial statements.

Interfund Receivables and Payables

Short-term loans made by one fund to another or the current portion of an advance from another fund.

Compensated Absences Payable

Compensated absences payable represent the University’s liability (salaries plus applicable salary related costs) for unused +
annual leave at June 30, 1999. Accumulated vacation days are required to be used annually, with a maximum
accumulation of 240 hours. In the event of termination or retirement, the employees are paid for their accumulated
vacation days. 2

-0-




NOTE 2:

NOTE 3:

NOTE 4:

NOTE 5:

NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Summary of Significant Accounting Policies (Continued)

Capitalization of interest on Construction Projects

The University generally capitalizes interest related to qualifying assets. The amount of interest generally capitalized is
interest cost on the applicable debt netted against any interest earned on temporary investments of the proceeds of said
debt from the date of borrowing until the specified qualifying assets acquired with the debt are ready for their intended use.
In the fiscal years ended June 30, 1999 and 1998, there were no borrowings made specifically for construction. Interest
on construction projects was immaterial during fiscal years ended June 30, 1999 and 1998 and therefore, none was
capitalized.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results could differ from those estimates.

Public Fund Deposits

Cash deposits are carried at cost. The University’s cash deposits at year-end are shown below:

Carrying Value Bank Balance

Insured (FDIC) $ 200,228.58 $ 221,202.13
Uninsured, Coliateralized 2,181,365.12 2,223,653.81
Totals $ 2,381,593.70 $ 2,444,855.94

The above deposits do not include cash held on deposit in the state treasury or cash on hand maintained by the University
in the amounts of $506,023.15 and $2,350.00 for the year ended June 30, 1999.

Income Taxes

The University is tax exempt under Internal Revenue Service code. It is also exempt from state income taxes under
Arkansas law. Accordingly, no provision for income taxes is made in the financial statements.

Long-Term Debt

Debt service payments on existing bonds amounted to $481,347.25 for the fiscal year ended June 30, 1999. The amount
of $13,438.18 was expended for principal and interest on notes payable and major capital leases.

-10-
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

NOTE 5: Long-Term Debt (Continued)

The retirement of some bond issues is secured, by a specific pledge of certain gross revenues, surplus revenues and
specific fees. Debt service accounts are funded at various times during the year by transfers from the applicable funds.

A summary of long-term debt is as follows:

Date of Amount Debt Maturities
Date of Final Rate of Authorized Qutstanding To
Issue Maturity Interest and Issued June 30, 1999 June 30, 1999
10-92 11-12 4.25-5.8% $ 5,635,000.00 $ 4,605,000.00 $ 1,030,000.00
09-95 09-98 8.5% 142,903.74 142,903.74
Totals $ 5,777,903.74 $ 4,605,000.00 $ 1,172,903.74

The changes in long-term debt are as follows:

Balance Balance
July 1, 1998 Issued Retired June 30, 1999
Bonds $ 4,830,000.00 $ 225,000.00 $ 4,605,000.00
Capital leases 13,343.88 13,343.88
Totals $ 4,843,343.88 $ .00 $ 238,343.88 $ 4,605,000.00
Total long-term debt principal and interest payments are as follows:
Year Ended
June 30, Principal Interest Total
2000 $ 235,000.00 $ 245,827.50 $ 480,827.50
2001 245,000.00 234782.50 479,782.50
2002 255,000.00 222,777.50 477,777.50
2003 265,000.00 209,772.50 474,772.50
2004 280,000.00 195,735.00 475,735.00
To Maturity 3,325,000.00 929,937.50 4,254,937.50
Totals $ 4,605,000.00 $ 2,038,832.50 $ 6,643,832.50
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NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Commitments

Operating Leases - The following represents future minimum rental payments (aggregate) at June 30, 1999. The leases
are comprised of four (4) facility rentals, various office and computer lab equipment leases and the iease of noncapitalized
office furniture.

Year Ended June 30, Amount
2000 $ 325,615.20
2001 325,007.20
2002 266,145.22
2003 275,688.00
2004 203,228.00
To maturity 84,000.00
Total $ 1,479,683.62

Retirement Plans
Teachers’ Insurance and Annuity Association/College Retirement Equities Fund (TIAA/CREF)

Plan Description. The University participates in Teachers’ Insurance and Annuity Association/College Retirement Equities
Fund (TtAA/CREF), a defined contribution plan. The plan is a 403(b) program as defined by Internal Revenue Service

‘Code of 1986 as amended, and is administered by TIAA/CREF. TIAA is an insurance company offering participants a

traditional annuity with guaranteed principle and a specific interest rate plus the opportunity for additional growth through
dividends. CREF is an investment company which offers a variable annuity. Arkansas Code Annotated authorizes
participation in the plan.

Funding Policy. TIAA/CREF has contributory and non-contributory plans. Contributory members contribute 4% of earnings
to the plan. The University contributes 6% of earnings for non-contributory and 10% of earnings for contributory members.
The University’s and participants’ contributions for the year ended June 30, 1999 were $325,389.48 and $131,847.86,
respectively.

Arkansas Teacher Retirement System

Plan Description. The University contributes to the Arkansas Teacher Retirement System (ATRS), a cost-sharing multiple-
employer defined benefit pension plan for employees who do not elect a qualified alternative retirement plan. ATRS
provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Benefit and contribution provisions are established by State law and can be amended only by the Arkansas
General Assembly. The Arkansas Teacher Retirement System issues a publicly available financial report that includes
financial statements and required supplementary information for ATRS. That report may be obtained by writing to Arkansas
Teacher Retirement System, 1400 West Third Street, Little Rock, Arkansas 72201 or by calling 1-800-666-2877.

Funding Policy. ATRS has contributory and non-contributory plans. Contributory members are required by code to
contribute 6% of their salary. Each participating employer is required by code to contribute at a rate established the by
Arkansas General Assembly. The current employer rate is 12%. The University’s contributions to ATRS for the years
ended June 30, 1999, 1998, and 1997 were $141,508.99, $127,396.86, and $115,755.46, respectively, equal to the
required contributions for each year.
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NOTE 8:

NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Retirement Plans (Continued)
Arkansas Public Employees Retirement System

Plan Description. The University contributes to the Arkansas Public Employees Retirement System (PERS), a cost-sharing
multiple-employer defined benefit pension plan. Employees may elect coverage under PERS as a qualified retirement
system. PERS provides retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. Benefit and contribution provisions are established by State law and can be amended only
by the Arkansas General Assembly. The Arkansas Public Employees Retirement System issues a publicly available
financial report that includes financial statements and required supplementary information for PERS. That report may be
obtained by writing to Arkansas Public Employees Retirement System, One Union National Plaza, 124 W. Capitol, Little
Rock, Arkansas 72201 or by calling 1-800-682-7377.

Funding Policy. PERS has contributory and non-contributory plans. Contributory members are required by code to
contribute 6% of their salary. Each participating employer is required by code to contribute at a rate established by the
Arkansas General Assembly. The current statutory employer rate is 10% of annual covered payroll. The University’'s
contributions to PERS for the years ended June 30, 1999, 1998, and 1997 were $85,093.56, $84,234.57, and $68,852.38,
respectively, equal to the required contributions for each year. ’

Related Organizations

The financial statements do not include assets, liabilities, fund balances, and changes in fund balances, relating to the
Northwest Arkansas Community College Foundation, Inc. (the Foundation).

The Foundation operates as a nonprofit benevolent corporation for charitable educational purposes. Information of the
Foundation’s financial condition as of June 30, 1999 was not available. A summary of the Foundation’s financial condition
as of June 30, 1998, follows: :

ASSETS

Cash $ 537,003.00

Contributed support receivable 22,500.00

Loan receivables 324.00
TOTAL ASSETS $ 559,827.00

LIABILITIES AND FUND BALANCES

Accounts payable and accrued expenses $ 2,026.00
Fund balances 557,801.00
TOTAL LIABILITIES AND FUND BALANCES $ 559,827.00
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NORTHWEST ARKANSAS COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999

Related Organizations (Continued)

Major components of the changes in fund balances during 1999 consisted of:

Donations ' $ 378,660.00
Other revenue and additions 20,714.00
Total 399,374.00
Expenditures 188,972.00
Net Increase/(Decrease) in Fund Balance $ 210,402.00
Contingencies/Litigation

The University has been a party to litigation and other claims in the ordinary course of business. The most important case
involved a suit by certain tax payers in Benton County alleging that a portion of the 1998 property taxes were improperly
assessed. A partial refund of those taxes is possible. The outcome of this case will likely be known in the fiscal year
ending June 30, 2000.

Year 2000 Issue

The year 2000 issue is the result of shortcomings in many electronic data processing systems and other electronic

‘equipment that may adversely affect the University’s operations.

University personnel have performed a self-evaluation of the mission-critical hardware and software systems; that is, it's
hardware and the software related to the general iedger, student information, human resources, telephone system, energy
management and security system. At this time, these systems have been certified as year 2000 compliant. In addition,
the University monitors the web sites of relevant vendors for the most current information related to the year 2000 issue.

Due to the unprecedented nature of the year 2000 issue, its effects and the success of related remediation efforts will not
be fully determinable until the year 2000 and thereafter. Management cannot assure that the University is or will be year
2000 ready, that remediation efforts will be successful in whole or in part, or that parties with whom the University does
business will be year 2000 ready.
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NORTHWEST ARKANSAS COMMUNITY COLLEGE
FEDERAL AWARD PROGRAMS - FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 1999

SECTION | - SUMMARY OF AUDITOR’S RESULTS

FINANCIAL STATEMENTS
Type of auditor's report issued: January 19, 2000
Internal control over financial reporting:
s Material weaknesses identified?
®  Reportable conditions identified that
are not considered to be material
weaknesses?
Noncompliance material to financial
statements noted?
FEDERAL AWARDS
Internal contro! over major programs:
s Material weaknesses identified?
»  Reportable conditions identified that

are not considered to be material
weaknesses?

Type of auditor's report issued on compliance for major programs:

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of Circular A-133?

Identification of major programs:

X _yes __ho

yes X _ none reported

yes X_no

yes X_no

yes X _ none reported

Ungqualified

yes X_no

CFDA Numbers Name of Federal Program or Cluster

Student Financial Aid Cluster:
84.007 Federal Supplemental Educational Opportunity Grants
84.032 Federal Family Education Loans
84.033 Federal Work-Study Program
84.063 Federal Pell Grant Program

Dollar threshold used to distinguish between

Type A and Type B programs $ 300,000.00

Auditee qualified as low-risk auditee?

yes X _no

Schedule 2
Page 1




NORTHWEST ARKANSAS COMMUNITY COLLEGE Schedule 2
FEDERAL AWARD PROGRAMS - FINDINGS AND QUESTIONED COSTS Page 2
FOR THE YEAR ENDED JUNE 30, 1999

SECTION Il - FINANCIAL STATEMENT FINDINGS

v

Reportable Conditions

99-1 Internal Controls €

Specific Requirement - The University should have in place an internal control system designed to provide reasonable assurance
regarding the achievement of objectives in the following categories: (a) reliability of financial reporting; (b) effectiveness and efficiency
of operations; and (c) compliance with applicable laws and regulations.

Condition - Internal control weaknesses in the access of voucher control and untimely bank reconcmatlons were noted. This condition
could be applicable to the University’s federal programs.

Effect - Internal control weaknesses could negatively impact the achievement of objectives listed above in the specific requirement.
Recommendation - Ensure implementation of adequate internal controls over all accounting applications.

Response - We concur with the recommendation.

SECTION Iit - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No findings and questioned costs were noted.




NORTHWEST ARKANSAS COMMUNITY COLLEGE Schedule 3
FEDERAL AWARD PROGRAMS - SUMMARY OF PRIOR AUDIT FINDINGS Page 1
FOR THE YEAR ENDED JUNE 30, 1999

U. S. DEPARTMENT OF EDUCATION
STUDENT FINANCIAL ASSISTANCE CLUSTER

98-3 Federal Supplemental Educational Opportunity Grants Program (FSEOQG) - CFDA NQ. 84.007
(grant period ended June 30, 1998)

Specific Requirement - The University is required to comply with requirements relating to the payment period for Title IV funds.

Condition - Certain FSEQG payments to eligible students were not made within the correct payment period.
Effect - The amount of FSEOG funds available for distribution to eligible students was not adequately monitored.

Recommendation - Adequately monitor FSEOG funds available for distribution to eligible students and disburse FSEOG grants in the
proper payment period.

Response - We concur with the recommendation.
Current Status - Corrected during the audit period.
98-4 Federal Supplemental Educational Opportunity Grants Program - CFDA No. 84.007 and Federal Pell Grant Program -

CFDA No. 84.063
(grant period ended June 30, 1998)

Specific Requirement - The University is required to maintain fiscal records that support data appearing on required reports.

Condition - Expenditures reflected in the general ledger for the Pell and FSEOG Programs did not agree with the expenditures for these
programs as reported in the Fiscal Operations Report and Application to Participate (FISAP) or the Grants and Payments Systems
(GAPS).

Effect - Procedures to ensure accurate financial recording and reporting of Pell and FSEOG expenditures were not adequate.
Recommendation - Implement procedures to ensure the accurate recording and reporting of all federal expenditures.

Response - We concur with the recommendation.

Current Status - Corrected during the audit period.
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NORTHWEST ARKANSAS COMMUNITY COLLEGE Schedule 3
FEDERAL AWARD PROGRAMS - SUMMARY OF PRIOR AUDIT FINDINGS Page 2
FOR THE YEAR ENDED JUNE 30, 1999

U. S. DEPARTMENT OF EDUCATION (CONTINUED)
STUDENT FINANCIAL ASSISTANCE CLUSTER (CONTINUED)

-

98-5 Federal Pell Grant Program - CFDA No. 84.063 v
(grant period ended June 30, 1998)

Specific Requirement - The University is required to accurately calculate the annual pell award.

Condition - Four (4) of eighteen (18) students whose pell grants were examined received overawards. The total amount of the four
overawards was $1,053.00.

Effect - Prescribed procedures for calculating the annual pell award were not followed.
Recommendation - Implement procedures to ensure that annual pell awards are accurately calculated.
Response - We concur with the recommendation.

Current Status - Corrected during the audit period.
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