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OFFICE OF THE STATE AUDITOR
PHIL BRYANT

AUDITOR

INDEPENDENT AUDITOR=S REPORT
ON

THE GENERAL PURPOSE FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION

April 9, 1998

Dr. Ted Alexander, President and Board of Trustees
Pearl River Community College
Poplarville, Mississippi

We have audited the general purpose financial statements of Pearl River Community College as of and for the
year ended June 30, 1997, as listed in the table of contents.  These general purpose financial statements are the
responsibility of Pearl River Community College's management.  Our responsibility is to express an opinion on these
general purpose 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 general
purpose financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the general purpose 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 general purpose financial statements referred to above present fairly, in all material respects,
the financial position of Pearl River Community College as of June 30, 1997, and the results of its operations 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 April 9, 1998 on our
consideration of Pearl River Community College=s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants.
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Our audit was performed for the purpose of forming an opinion on the general purpose financial statements
taken as a whole.  The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133 and is not a required part of
the general purpose financial statements.  Such information has been subjected to the auditing procedures applied in the
audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the general purpose financial statements taken as a whole.

PHIL BRYANT RAMONA HILL, CPA
State Auditor Director, Financial and Compliance Audit Division
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PEARL RIVER COMMUNITY COLLEGE Exhibit A
Balance Sheet
June 30, 1997
(With Comparative Figures at June 30, 1996)

Current Prior Current Prior
ASSETS Year Year LIABILITIES AND FUND BALANCES Year Year

Current Funds Current Funds
  Current Unrestricted Funds:   Current Unrestricted Funds:
    Cash and other deposits (Note 4) $ 48,391 745,759     Accounts payable and accrued expenses $ 981,146 840,054
    Accounts receivable:     Deposits refundable 45,430 40,985
      Students, less allowance of     Workman's compensation liability (Note 12) 17,771 37,926
        $1,281,432 (1997) and     Fund balances:
        $1,087,710 (1996) 333,536 304,701       Unallocated
      Other 482,546 417,928         General 592,658 1,634,304
    Inventories 543,075 558,480         Auxiliary 573,150 516,631
    Due from other funds 802,607 1,043,032
      Total Current Unrestricted Funds 2,210,155 3,069,900       Total Current Unrestricted Funds 2,210,155 3,069,900

  Current Restricted Funds: Current Restricted Funds:
    Cash and other deposits (Note 4) (128,368) (1,660,861)   Accounts payable and accrued expenses 353,468 433,909
    Other accounts receivable 1,343,081 3,212,733   Due to other funds 802,607 1,043,032

  Fund balance:
    Allocated 58,638 74,931

      Total Current Restricted Funds 1,214,713 1,551,872       Total Current Restricted Funds 1,214,713 1,551,872

      Total Current Funds $ 3,424,868 4,621,772       Total Current Funds $ 3,424,868 4,621,772

Loan Funds Loan Funds
  Cash and other deposits (Note 4) $ 52,611 52,611   Fund balances:
  Notes receivable:     Federal $ 52,611 52,611
    Federal student loans, less allowance of
      $19,675 (1997 and 1996) (Note 5)
      Total Loan Funds $ 52,611 52,611       Total Loan Funds $ 52,611 52,611

Endowment and Similar Funds Endowment and Similar Funds
  Cash and other deposits (Note 4) $ 44,658 43,495   Fund balances:

    Endowment $ 44,658 43,495
      Total Endowment & Similar Funds $ 44,658 43,495       Total Endowment & Similar Funds $ 44,658 43,495
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Plant Funds Plant Funds
  Cash and other deposits (Note 4) $ 2,442,221 2,885,450   Accounts payable $ 80,093 38,424
  Deposits held by others (Note 13) 548,696 1,816,505   Due to other funds 293,227 327,342
  Other accounts receivable 143,689 88,506   Notes payable (Note 6) 208,791
  Prepaid items and deferred charges 67,755   Bonds payable (Note 6) 5,730,000 6,210,000
  Due from other funds 293,227 327,342   Obligations under capital leases (Note 6) 247,791 350,786
  Land 458,882 458,882   Fund balances:
  Improvements other than buildings 1,343,815 1,155,849     Unexpended 1,749,090 3,577,801
  Buildings 19,205,105 19,205,105     Retirement of indebtedness 1,373,178 1,174,236
  Furniture, machinery and equipment 3,115,806 2,734,832     Net investment in plant 24,165,762 19,850,339
  Books and films 2,056,877 1,947,556
  Assets under capital leases (Note 6) 522,897 522,897
  Construction in progress (Note 8) 3,648,962 386,004
      Total Plant Funds $ 33,847,932 31,528,928       Total Plant Funds $ 33,847,932 31,528,928

Agency Funds Agency Funds
  Deferred compensation plan assets at   Due to depositors $ 1,091,444
    fair market value (Note 10) $ 1,091,444
      Total Agency Funds $ 0 1,091,444       Total Agency Funds $ 0 1,091,444

See accompanying Summary of Significant Accounting Policies and Notes to Financial Statements. 
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PEARL RIVER COMMUNITY COLLEGE Exhibit B
Statement of Changes in Fund Balances
For the Year Ended June 30, 1997

Current Funds Endowment Plant Funds
Loan and Similar Retirement of Investment

Unrestricted Restricted Total Funds Funds Unexpended Indebtedness in Plant
Revenues and Other Additions
  Tuition and fees $ 2,717,476 2,717,476
  State appropriations 7,430,663 150,000 7,580,663 1,524,761
  Local appropriations 1,470,591 1,470,591 356,368 1,034,401
  Federal grants and contracts 568,960 3,839,466 4,408,426
  State grants and contracts 1,622,422 1,086,991 2,709,413
  Private gifts, grants & contracts 79,086 1,329 80,415
  Investment income 13,753 1,947 15,700 2,013 28,677 32,122
  Proceeds from notes 208,791
  Additions to plant facilities 3,941,219
  Retirement of indebtedness 582,995
  Sales and services of
    educational activities 79,892 79,892
  Sales and services of
    auxiliary activities 2,137,275 2,137,275
  Other 54,883 41,531 96,414 8,460
     Total Rev. & Other Additions 16,175,001 5,121,264 21,296,265 2,013 2,127,057 1,066,523 4,524,214
 
Expenditures & Other Deductions
  Educational and general:
    Instruction 7,645,538 915,525 8,561,063
    Academic support 520,465 113,605 634,070
    Student services 1,580,122 961,593 2,541,715
    Institutional support 1,875,668 324,003 2,199,671
    Operation & maintenance of plant 1,850,606 882 1,851,488
    Student aid 598,459 3,084,277 3,682,736 850
       Total Educational and General 14,070,858 5,399,885 19,470,743 850
  Auxiliary 2,081,858 2,081,858
  Repairs and maintenance 128,157
  Expended for plant facilities 3,820,736
  Retirement of indebtedness 582,995
  Interest on indebtedness 408,962
  Long-term debt incurred 208,791
  Provision for uncollectible accounts 193,722 193,722
  Other 5,537
       Total Expenditures
         and Other Deductions 16,346,438 5,399,885 21,746,323 850 3,948,893 997,494 208,791
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Transfers - Additions (Deductions)
  Mandatory:
    Principal and interest (123,038) (123,038) (6,875) 129,913
    Restricted fund matching (262,328) 262,328
       Total Mandatory (385,366) 262,328 (123,038) (6,875) 129,913

       Total Transfers (385,366) 262,328 (123,038) (6,875) 129,913

       Net Increase (Decr.) for Year (556,803) (16,293) (573,096) 1,163 (1,828,711) 198,942 4,315,423

       Fund Balance at Beg. of Year
         As Previously Reported 2,150,935 74,931 2,225,866 52,611 43,495 3,577,801 1,174,236 19,850,339
         Adjustments (Note 3) (428,324) (428,324)
         Restated 1,722,611 74,931 1,797,542 52,611 43,495 3,577,801 1,174,236 19,850,339

       Fund Balance at End of Year $ 1,165,808 58,638 1,224,446 52,611 44,658 1,749,090 1,373,178 24,165,762

See accompanying Summary of Significant Accounting Policies
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PEARL RIVER COMMUNITY COLLEGE Exhibit C
Statement of Current Fund Revenues, Expenditures and Other Changes
For the Year Ended June 30, 1997
(With Comparative Figures for the Year Ended June 30, 1996)

Current Year Prior Year
Unrestricted Restricted Total Total

Revenues and Other Additions
  Tuition and fees $ 2,717,476 2,717,476 2,643,347
  State appropriations 7,430,663 150,000 7,580,663 7,491,148
  Local appropriations 1,470,591 1,470,591 1,424,207
  Federal grants and contracts 568,960 3,839,466 4,408,426 4,361,295
  State grants and contracts 1,622,422 1,103,284 2,725,706 5,792,114
  Private gifts, grants and contracts 79,086 1,329 80,415 105,705
  Investment income 13,753 1,947 15,700 15,684
  Sales and services of
    educational activities 79,892 79,892 90,870
  Sales and services of
    auxiliary activities 2,137,275 2,137,275 1,928,569
  Other 54,883 41,531 96,414 130,306
       Total Revenues and
         Other Additions 16,175,001 5,137,557 21,312,558 23,983,245

Expenditures & Mandatory Transfers
  Educational and general:
    Instruction 7,645,538 915,525 8,561,063 11,765,120
    Academic support 520,465 113,605 634,070 702,742
    Student services 1,580,122 961,593 2,541,715 2,483,528
    Institutional support 1,875,668 324,003 2,199,671 2,061,294
    Operation & maintenance of plant 1,850,606 882 1,851,488 1,757,367
    Student aid 598,459 3,084,277 3,682,736 3,389,878
       Total Educational and
         General Expenditures 14,070,858 5,399,885 19,470,743 22,159,929
  Mandatory transfers:
    Principal and interest 123,038 123,038 123,550
    Restricted fund matching 262,328 (262,328)
       Total Educational and General 14,456,224 5,137,557 19,593,781 22,283,479
 
  Auxiliary enterprises:
    Expenditures 2,081,858 2,081,858 1,924,562
       Total Auxiliary Enterprises 2,081,858 2,081,858 1,924,562

       Total Expenditures and Mandatory
         Transfers 16,538,082 5,137,557 21,675,639 24,208,041

Other Transfers - Additions (Ded.)
  Excess restricted receipts over
    expenditures & mandatory transfers (16,293) (16,293) 31,331
  Provision for uncollectible accounts (193,722) (193,722) (120,248)

       Total Other Transfers - Additions
         (Deductions) (193,722) (16,293) (210,015) (88,917)

       Net Change in Fund Balance $ (556,803) (16,293) (573,096) (313,713)

See accompanying Summary of Significant Accounting Policies and Notes to Financial Statements.
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The significant accounting policies followed by Pearl River Community College are described below to enhance the
usefulness of the financial statements to the reader.

(1) Basis of Accounting.

Pearl River Community College uses the accounting system set out in the "Accounting Manual for Mississippi's
Public Junior Colleges."  This manual conforms in most respects with the principles set forth in the "Financial
and  Reporting Manual for Higher Education" issued by the National Association of College and University
Business Officers (NACUBO), and the Industry Audit Guide, "Audits of Colleges and Universities" issued by
the American Institute of Certified Public Accountants, while acknowledging the goals and activities of
Mississippi's public community colleges.

The accompanying financial statements have been prepared generally on the accrual basis with the following
exceptions, which are common practices in colleges and universities:

A. Depreciation on physical plant and equipment has not been provided.

B. To the extent that Current Funds are used to finance plant assets, the amounts so provided are
accounted for as (a) expenditures, in the case of normal acquisition and/or replacement of moveable
equipment and library books; (b) mandatory transfers, in the case of required provisions for debt
amortization and interest, and equipment renewals and replacements; and (c) transfers of a
nonmandatory nature for all other cases.

C. Interest on student loans is recorded only when received.

D. Interest expense on debt is recorded when paid.

E. Vacation pay is recorded when paid.  (See Note 2 to the Notes to Financial Statements.)

Gifts, grants and pledges are generally recorded when received or when billable.

Investments are recorded at cost if purchased or if acquired by gift at fair market value at the time of donation.

Property, buildings and equipment are stated at cost at the date of acquisition or fair market value at date of
donation.  Improvements made as part of repair and renovation projects are capitalized based upon institution
estimates which approximate cost.  Public domain (infrastructure) fixed assets consisting of certain
improvements other than buildings, such as roads, bridges, sidewalks, drainage systems, lighting systems and
similar assets that are immovable and of value only to the institution, are capitalized.

Merchandise for resale inventories and consumable supply inventories are stated at cost, with cost being
determined principally by the first-in, first-out method. 

All revenues and related expenditures incurred in connection with summer sessions are reported within the
fiscal year in which the summer sessions are predominantly conducted.



PEARL RIVER COMMUNITY COLLEGE

Summary of Significant Accounting Policies
For the Year Ended June 30, 1997

12

(2) Fund Accounting.

In order to insure observance of limitations and restrictions placed on the use of the resources available, the
accounts of the institution are maintained in accordance with the principles of "fund accounting@.  This
accounting is the procedure by which resources for various purposes are classified for accounting and reporting
purposes into funds that are in accordance with activities or objectives specified.  Separate accounts are
maintained for each fund; however, in the accompanying financial statements, funds that have similar
characteristics have been combined into fund groups.  Accordingly, all financial transactions have been
recorded and reported by fund group.

The Current Funds are used primarily to account for transactions which are expended in performing the 
primary and support objectives of the institution.

Current Funds consist of the following:

A. The Unrestricted Fund which is used to account for:

1. The appropriated budget as approved by the Mississippi State Legislature and the Board of
Trustees of Pearl River Community College.

2. The transactions of substantially self-supporting activities that primarily provide services for
students, faculty and staff.

B. The Restricted Fund which is used to account for Current Funds expended for operating purposes but
restricted by donors or other outside agencies as to the specific purpose for which they may be
expended.

Other funds consist of the following:

A. The Loan Funds are used to account for loans to students.  Resources to provide loans are derived
primarily from the federal government.  Provisions of the federal loan program stipulate that a portion
of the loan principal and interest (maximum of 30% per year) will be canceled and absorbed by the
federal government, if the recipient completes certain employment requirements.

B. Endowment and Similar Funds are subject to the restrictions of donor gift instruments which state that
only the income is to be utilized.

C. The Plant Funds which are used to account for the transactions relating to institution physical
properties include:

1. The Unexpended Plant Fund which is comprised of amounts which have been appropriated
or designated for the purchase of institution physical properties or the repair and
maintenance of such physical properties.

2. The Retirement of Indebtedness Plant Fund which represents resources held for the
retirement of and interest on debt and includes sinking funds established under bond
indentures and note and lease amortization payments accumulated, but not yet due.
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3. The Investment in Plant Fund which represents the total physical properties in service by the
institution and all construction in progress as well as any associated liabilities.

D. Agency Funds account for assets held by the institution as custodian or fiscal agent for others. 
Consequently, the transactions of this fund do not affect the statement of changes in fund balances.
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(1) Appropriations - General Operations.

Pearl River Community College receives funds from the state of Mississippi based on the number of full-time
students actually enrolled and in attendance on the last day of the sixth week of the fall semester of the previous
year, counting only those students who reside within the state of Mississippi.  In addition, the institution
receives funds from taxes levied by the counties in the district for general support, maintenance and capital
improvement.

(2) Accrued Leave.

Because the institution does not provide for the accumulation of sick leave or vacation beyond one fiscal year,
no liability has been accrued in the financial statements.

(3) Prior Period Adjustments.

For the year ended June 30, 1997, the institution recorded prior period adjustments which consisted of the
following additions and deductions to the various fund balances:

Additions
Explanation (Deductions)

Current Unrestricted Fund
  To adjust for error in prior year accounts receivable $ (428,324)

Total $ (428,324)

(4) Cash and Other Deposits.

For financial statement purposes, cash and other deposits are represented by demand accounts and time
deposits such as savings accounts, certificates of deposit and money market funds.  Also included in this
account are imprest cash accounts held by the institution.  The carrying amount of the institution's cash and
other deposits at June 30, 1997, was $2,459,513 and the depository balance, including accrued interest of
$3,259, was $2,923,244.  The portion of such depository balances covered by federal depository insurance or
by collateral held by the institution or its agent was $163,649.  The amount of $2,759,595 was collateralized
with securities held by a pledging financial institution's trust department or agent but not in the institution's
name.
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(5) Notes Receivable From Students.

Notes receivable from students are payable in installments over a period of up to ten years, commencing three
to 12 months from the date of separation from the institution.  The following is a schedule of interest rates and
unpaid balances for the different types of notes receivable held by the institution at
June 30, 1997:

Unpaid
Interest Balance
Rates 6-30-97

Perkins student loans 3% to 5% $ 4,609
Nursing student loans 3% to 5% 15,066

Total Notes Receivable 19,675
Less:  Allowance for Doubtful Accounts 19,675

Net Notes Receivable $ 0

(6) Long-term Debt.

The institution has long-term obligations of the following:

Annual Amount
Original Interest Maturity Owed at

Description and Purpose Issue Rate Date 6-30-97

A.    Bonded Debt.

General Obligation Bonds:
Housing revenue bonds of 1967 $ 150,000 3% 2007 $ 60,000
       Total 150,000 60,000

Revenue Bonds:
District building notes, series 1988 1,000,000 6.75% to 9.5% 2003 630,000
Educational facilities notes, series 1988 1,500,000 6.75% to 9.5% 2003 895,000
District building notes, series 1989 3,200,000 6.75% to 9.5% 2004 1,905,000
District building notes, series 1994 825,000 5.0% to 5.9% 2009 710,000
Educational facilities notes, series 1995 1,600,000 4.3% to 6.125% 2011 1,530,000
       Total 8,125,000 5,670,000

       Total Bonded Debt $ 8,275,000 $ 5,730,000

B.    Note.
CAP loan $ 208,791 3.7% 2012 $ 208,791

       Total Note $ 208,791 $ 208,791
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Annual Amount
Original Interest Maturity Owed at

Description and Purpose Issue Rate Date 6-30-97

C.    Capital Lease.
Computer equipment $ 522,897 6.59% 1999 $ 247,791

       Total Capital Lease $ 522,897 $ 247,791

This lease covers a period of five years.  The institution has the option to prepay all outstanding payments less
any unearned interest to fully satisfy the obligation.

There is also a fiscal funding addendum that states that if funds are not appropriated for periodic payment for
any future fiscal period, the lessee will not be obligated to pay the remainder of the total payments due beyond
the end of the current fiscal period.

Annual requirements to amortize outstanding long-term debt are as follows:

Year Ending
June 30 Total Bonds Notes Leases

1998 $ 1,011,482 876,338 12,106 123,038
1999 1,012,345 871,149 18,158 123,038
2000 916,851 878,188 18,158 20,505
2001 885,794 867,636 18,158
2002 888,318 870,160 18,158
Later years 3,455,418 3,267,826 187,592

Total 8,170,208 7,631,297 272,330 266,581
Less:  Amounts
  Representing Interest 1,983,626 1,901,297 63,539 18,790

Total at Present Value $ 6,186,582 5,730,000 208,791 247,791
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(7) Operating Leases.

Leased property under operating leases is composed of 23 copiers, one mail machine and one
burnisher/scrubber.  The following is a schedule by years of the future minimum rental payments required
under those operating leases:

Year Ending
June 30 Amount

1998 $ 73,317
1999 51,209
2000 8,925

Total Minimum Payments Required $ 133,451

The total rental expense for all operating leases, except those with terms of a month or less that were not
renewed, for the fiscal year ending June 30, 1997, was $103,441.

(8) Construction Commitments and Financing.

The institution has contracted for the construction of the following projects at June 30, 1997: 

Cost to
Project Complete

ADN Facility
  Sale of building notes $ 388,421
  State appropriations 412,116
Water distribution system CAP loan 34,772
Technology bonds - wiring state bonds 1,430,280
Administration building state appropriations 2,112,757

Total $ 4,378,346

(9) Pension Plan.

Plan Description.  The institution contributes to the Public Employees' Retirement System of Mississippi
(PERS), a cost-sharing multiple-employer defined benefit pension plan.  PERS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and beneficiaries. 
Benefit provisions are established by state law and may be amended only by the State of Mississippi
Legislature.  PERS issues a publicly available financial report that includes financial statements and required
supplementary information.  That information may be obtained by writing to Public Employees' Retirement
System, PERS Building, 429 Mississippi Street, Jackson, MS 39201-1005 or by calling (601) 359-3589 or 1-
800-444-PERS.
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Funding Policy.  PERS members are required to contribute 7.25% of their annual covered salary and the
institution is required to contribute at an actuarially determined rate.  The current rate is 9.75% of annual
covered payroll.  The contribution requirement of PERS members are established and may be amended only by
the State of Mississippi Legislature.  The institution's contributions to PERS for the years ending June 30,
1997, 1996 and 1995 were $909,424, $885,760 and $765,201, respectively, equal to the required
contributions for each year.

(10) Deferred Compensation Plan.

Due to changes in federal law which the state of Mississippi elected to implement as of January 1, 1997, assets
held in the deferred compensation plan available through the Mississippi Public Employees' Retirement System
(PERS) are no longer subject to claims by creditors of the employing entity.  Therefore, the institution is no
longer required to report the assets and liabilities related to this plan in the Agency Fund.

(11) Foundation.

Pearl River Community College Foundation, Inc. is an independent corporation formed for the purpose of
receiving funds for the sole benefit of the institution.  Following is a summary of the foundation's financial
position at June 30, 1997, which amounts are not included in the financial statements of the institution:

Assets Amount

Cash and investments $ 588,845
Investments 499,901
Loans receivable 810
Pledges receivable 54,800
Interest receivable 2,766
Prepaid insurance 1,667
Property and equipment, less
   accumulated depreciation of $14,102 6,978

Total Assets $ 1,155,767

Liabilities and Fund Balances

Accounts payable $ 10,372
Fund balances:
  Current Funds:
    Unrestricted 243,675
    Restricted 901,720

Total Liabilities and Fund Balances $ 1,155,767



PEARL RIVER COMMUNITY COLLEGE

Notes to Financial Statements
For the Year Ended June 30, 1997

19

(12) Workers' Compensation Liability.

Pearl River Community College participated in a workers' compensation liability pool through South
Mississippi Workers' Compensation Fund until June 30, 1997.  The institution has been notified that it is liable
for a pro rata portion of claims paid or pending in excess of the fund=s reserves.  The amount due is estimated at
$17,771 at June 30, 1997.  Sixty-five percent of the net assessment is due
January 15, 1998.  Any future payment of the remaining 35% is at the discretion of the board of trustees of the
fund.  Any changes in the liability will be adjusted on the final installments due to uncertainty of the outcome of
pending cases.  The institution is currently covered by a Workers' Compensation and Employer=s Liability
insurance policy issued by American Federated Insurance Company.

(13) Deposits Held by Others.

At June 30, 1997, Pearl River Community College had on deposit $548,696 with the Office of Building,
Grounds, and Real Property Management.  This money will be used to help fund the construction of the
Associate Degree Nursing Facility.  Revenue will be recognized when the funds are spent.
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PEARL RIVER COMMUNITY COLLEGE
Schedule of Expenditures for Federal Awards
For the Year Ended June 30, 1997

Catalog of
Federal Domestic Pass-Through Federal
Assistance Number Entity Number Expenditures

 Student Financial Aid:
    United States Department of Education:
         Federal Supplemental Educational Opportunity Grant Program (FSEOG) 84.007 $ 75,733
         PELL Grant Program 84.063 2,637,607
         Federal Work-study (FWS) 84.033 88,749
         State Student Incentive Grant Program 84.069 3,856
         Federal Family Education Loan Program (FFEL) (1) 84.032 1,076,156

       Total Student Financial Aid 3,882,101

Other:
     United States Department of Education:
        Vocational Education - Basic Grants to States 84.048 E-V048A50024 548,510
          Total Other 548,510

       Total Major Programs 4,430,611

Other Federal Assistance
     United States Department of Agriculture:
          Mississippi Rural Health Corps Program 10.500 110,737

     National Aeronautics and Space Administration
         Aerospace Education Services Program 43.001 1,247

     Small Business Administration
         Small Business Development Center 59.037 38,176

     United States Department of Education
         Tech-Prep Education 84.243 E-V245A50095 64,534
         Higher Education - Institutional Aid 84.031A 293,296
         Student Support Services 84.042A 175,429
         Adult Education - State-administered Basic Grant Program 84.002 136,445
       Total United States Department of Education 669,704
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     Department of Labor:
        Job Training Partnership Act 17.250 L-599551ED31 141,570

L622551ED31
       Total Other Federal Assistance 961,434

Total Federal Financial Assistance $ 5,392,045

Notes to Schedule:

This schedule was prepared using the same basis of accounting and the same significant accounting policies, as applicable, used for the general purpose financial statements, with the following exceptions:

(1)   For purposes of this schedule, loans made to students under the Federal Family Education Loan Program (CFDA #84.032) are presented as federal expenditures.  Neither the funds advanced to
       students, nor the outstanding loan balance is included in the financial statements since the loans are made and subsequently collected by private lending institutions.
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OFFICE OF THE STATE AUDITOR
PHIL BRYANT

AUDITOR

INDEPENDENT AUDITOR=S REPORT
ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF THE GENERAL PURPOSE FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

April 9, 1998

Dr. Ted Alexander, President and Board of Trustees
Pearl River Community College
Poplarville, Mississippi

We have audited the general purpose financial statements of Pearl River Community College as of and for the
year ended June 30, 1997, and have issued our report thereon dated April 9, 1998.  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 institution's general purpose financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
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 did not disclose any instances of
noncompliance that are required to be reported under Government Auditing Standards. 
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Internal Control Over Financial Reporting

In planning and performing our audit, we considered the institution's internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose 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 opinion, could adversely affect the
institution's ability to record, process, summarize and report financial data consistent with the assertions of management
in the general purpose financial statements.  Reportable conditions are described in the accompanying Schedule of
Findings and Questioned Costs as items 97-1 through 97-8.

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 general purpose 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 reportable conditions and, accordingly, would not also disclose all
reportable conditions that are also considered to be material weaknesses.  However, of the reportable conditions
described in the findings referred to above, we consider items 97-4 and 97-5 to be material weaknesses.

These conditions, identified as material weaknesses, were considered in determining the nature, timing and
extent of the audit tests to be applied in our audit of the 1997 general purpose financial statements.  This report does not
change our report on the general purpose financial statements. 

This report is intended for the use of Pearl River Community College, federal awarding agencies and pass-
through entities.  However, this report is a matter of public record and its distribution is not limited.

PHIL BRYANT RAMONA HILL, CPA
State Auditor Director, Financial and Compliance Audit Division
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OFFICE OF THE STATE AUDITOR
PHIL BRYANT

AUDITOR

INDEPENDENT AUDITOR=S REPORT
ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO

EACH MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

April 9, 1998

Dr. Ted Alexander, President and Board of Trustees
Pearl River Community College
Poplarville, Mississippi

Compliance

We have audited the compliance of Pearl River Community College with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30, 1997.  The institution's major federal
programs are identified in the summary of auditor's results section of the accompanying Schedule of 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 institution's management.  Our responsibility is to express an opinion
on the institution'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
institution'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 institution's compliance with those requirements. 

In our opinion, Pearl River Community College 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, 1997. However,
the results of our auditing procedures disclosed an instance of noncompliance with those requirements that are required
to be reported in accordance with OMB Circular A-133 and which is described in the accompanying Schedule of
Findings and Questioned Costs as item 97-10.
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Internal Control Over Compliance

The management of Pearl River Community College 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 institution'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.

We noted certain matters involving the internal control over compliance 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 compliance that, in our opinion, could adversely affect
the institution's ability to administer a major federal program in accordance with applicable requirements of laws,
regulations, contracts and grants.  Reportable conditions are described in the accompanying Schedule of Findings and
Questioned Costs as items 97-9, 97-11 and 97-12.

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, contracts 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. 
Our consideration of the internal control over compliance 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, we believe none of the reportable conditions described in the
findings referred to above are a material weakness.

This report is intended for the information of the school board, management and federal awarding agencies and
pass-through entities.  However, this report is a matter of public record and its distribution is not limited.

PHIL BRYANT RAMONA HILL, CPA
State Auditor Director, Financial and Compliance Audit Division
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OFFICE OF THE STATE AUDITOR
PHIL BRYANT

AUDITOR

INDEPENDENT AUDITOR=S REPORT ON COMPLIANCE WITH
STATE LAWS AND REGULATIONS

April 9, 1998

Dr. Ted Alexander, President and Board of Trustees
Pearl River Community College
Poplarville, Mississippi

We have audited the general purpose financial statements of Pearl River Community College as of and for the
year ended June 30, 1997, and have issued our report thereon dated April 9, 1998.  We conducted our audit in
accordance with generally accepted auditing standards.

We have also performed procedures to test compliance with certain state laws and regulations.  However,
providing an opinion on compliance with state laws and regulations was not an objective of our audit and, accordingly,
we do not express such an opinion.

The results of those procedures and our audit of the general purpose financial statements did not disclose any
instances of noncompliance with state laws and regulations.

This report is intended for the use of Pearl River Community College.  However, this report is a matter of
public record and its distribution is not limited.

PHIL BRYANT RAMONA HILL, CPA
State Auditor Director, Financial and Compliance Audit Division
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Section 1:  Summary of Auditor=s Results

1. An unqualified opinion was issued on the general purpose financial statements.

2. As described in Section 2 of this schedule, reportable conditions in internal control were disclosed by
the audit of the general purpose financial statements.  The reportable conditions described in Finding
97-4 and Finding 97-5 are considered to be material weaknesses.

3. The audit did not disclose any noncompliance which is material to the general purpose financial
statements. 

4. As described in Section 3 of this schedule, reportable conditions in internal control over major
programs were disclosed by the audit.  None of the reportable conditions are considered to be 
material weaknesses.

5. An unqualified opinion was issued on compliance for major programs.

6. The audit disclosed audit findings which are required to be reported under Section ____.510(a) of
OMB Circular A-133.  These findings are described in Section 3 of this schedule.

7. The major programs were Basic Grants to States (CFDA #84.048) and Student Financial Aid (CFDA
#s 84.007, 84.032, 84.033, 84.063 and 84.069).

8. The dollar threshold used to distinguish between Type A and Type B programs was $300,000.

9. The auditee did not qualify as a low-risk auditee.

Section 2:  Findings Relating to the Financial Statements

97-1. Finding

The institution does not have written procedures for the operations of the business office.

Recommendation

The institution should develop written procedures for the operations of the business office.

97-2. Finding

Upon receipt of a shipment, central receiving did not properly inspect the goods before
routing to the requisitioning department.

Recommendation

Central receiving should inspect all shipments received and properly document the date of
receipt of goods before routing to the requisitioning department.
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97-3. Finding

The following was noted during the test of controls of the campus bookstore purchases and
cash receipts:

1. Requisitions were not prepared by the bookstore.

2. Purchases were made prior to any approval by college officials.

3. Date of receipt of goods was not documented.

4. Some vendor credits over one year old were being held by the bookstore.

5. Bookstore collections were not receipted and deposited daily by the bookstore.

Recommendation

The institution should ensure that the bookstore follows the institution=s purchasing policies.
 The date of receipt of goods should be documented.  Also, receipts should be recorded and
deposited daily.

97-4. Finding

The following was noted during the test of controls of the purchasing/cash disbursement
cycle:

1. The date of receipt of goods/services was not documented in 13 instances.

2. The date of receipt of invoices was not documented in eight instances.

3. The required purchase requisition was not prepared in ten instances.

4. Seven disbursements were made from invoice copies.

5. Several invoices were not canceled.

6. The required purchase order was not prepared in seven cases.

7. Purchase orders were dated subsequent to invoice dates in three instances.

8. Quotes obtained for two purchases were not signed by the vendor.

9. In two instances, no invoice or receipt was included in the disbursement package.

10. One disbursement was not properly approved.
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Recommendation

The institution should initiate procedures to ensure that disbursements are properly approved
prior to purchase.  Each disbursement should be properly supported by adequate
documentation.

97-5. Finding

The following was noted during the test of computer access control:

1. Once access was gained to Windows, some people were still using the original
testing password to gain access to Banner.

2. The business office does not restrict access to the different accounting modules. 
Six people have access to the payroll module.

3. When typing the password to access the APHPCALC@ screen, the letters typed are
not disguised while being entered to protect the password.

4. A user making three invalid password attempts to gain access to the Banner system
is disconnected from the session.  However, the user is not Alocked out@ of the
system but is allowed to reconnect and continue entering passwords in attempt to
gain access to the Banner system.

Recommendation

Individual passwords should be assigned to gain access to the Banner system in the business
office.  The business office should limit individual access to areas needed for  job
performance.  Passwords should be encoded to ensure security.  The users of Banner
software should not be allowed to reconnect and continue entering passwords after being
disconnected from a session because of invalid password attempts.

97-6. Finding

The business office cashiers print only single copy receipts.

Recommendation

The institution should implement a two-copy receipt system to ensure adequate
documentation of daily receipts.

97-7. Finding

Our test of tuition charges for 39 students revealed four instances of miscalculated student
fees.
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Recommendation

The institution should develop procedures to ensure that all fees are calculated correctly and
posted to the correct accounts.

97-8. Finding

Our test of fixed assets revealed the following:

1. The general ledger was not updated for current year fixed asset activity.

2. No reconciliation of fixed asset additions was performed.

3. One item of equipment was capitalized at an incorrect amount.

4. Two items of equipment were not properly capitalized.

5. Two items of equipment were not included on the year-end inventory listing.

6. The location was incorrect on the equipment inventory listing for four items.

7. The inventory tag or inventory number was not located on three equipment items.

8. An incorrect inventory tag was attached to one item.

Recommendation

The general ledger should be updated yearly for fixed asset activity.  Amounts expended for
fixed assets per the general ledger expenditure accounts should be reconciled to fixed asset
additions per subsidiary listings.  Inventory tags/numbers should be placed on all equipment
owned by the institution.  Transfers of equipment from one location to another should be
properly documented and the resulting change in location reflected in the subsidiary listing.

 Section 3:  Findings and Questioned Costs for Federal Awards

97-9. Finding

Program:  Student Financial Aid

Compliance Requirement:  Special tests and provisions

There are no procedures in place for the reconciliation of PELL grant expenditures per
student financial aid records to expenditures per the general ledger.
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Recommendation

A reconciliation of PELL grant expenditures per student financial aid and central accounting
should be performed.

97-10. Finding

Program:  Student Financial Aid

Compliance Requirement:  Special tests and provisions

The institution made PELL disbursements of approximately $45,000 for which it has not
received funds or credit of authorization.  The awards were submitted to the PELL
processing center after the September 30, 1997 deadline.  The college asserts that these
disbursements represent bona fide PELL disbursements to eligible students.  The college has
contracted with a CPA firm to perform the special audit procedures set forth in Department
of Education=s Dear Colleague Letter P-97-2 in order to pursue requesting authorization
adjustment for these funds. 

Questioned Costs:  None

Recommendation

The institution should be timely in the submission of PELL grant information to the
processing center in order to have the authorization properly adjusted for all disbursements
made.

97-11. Finding

Program:  Student Financial Aid

Compliance Requirement:  Reporting

The institution does not have procedures in place to ensure the Federal Cash Transaction
Report agrees with the general ledger.  The Federal Cash Transaction Report contained
estimates rather than actual expenditures.

Recommendation

Procedures should be implemented to ensure the Federal Cash Transaction Report contains
actual expenditures per the general ledger.
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97-12. Finding

Program:  Student Financial Aid

Compliance Requirement:  Special tests and provisions

The institution does not have procedures in place to ensure the proper calculation and
documentation of refunds.  During our test of refunds, the following was noted:

1. Pro rata refunds were not calculated.

2. Federal refunds were not calculated.

3. Documentation of institutional refunds could not be located.

4. No refunds were calculated for unofficial withdrawals.

Recommendation

The institution should establish procedures for the review of refunds to ensure compliance
with Title IV refund requirements.  The calculation of pro rata, federal and institutional
refunds should be supported by proper documentation.


