
































NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE A-- NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
-Continued 

Non-operating expenses: Non-operating expenses include activities that have the characteristics of non­
exchange transactions. These expenses include interest expense and other. The College has no non­
operating expenses. 

Use of Estimates: The preparation of financial statements in accordance with generally accepted accounting 
principles requires management to make significant estimates and assumptions. These estimates and 
assumptions 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 expenses during 
the reporting period. Actual results could differ from those estimates. 

Concentrations: During the year ending June 30, 2012, the College received 48.5%, 17.9%, and 7.8% of its 
t otal revenues (excluding capital contributions) from Federal, State, and County operating grants and 
appropriations, respectively. 

Subsequent events: Management of the College has evaluat ed events through September 28, 2012, which 
represents the date the financials w ere available to be issued. 

NOTE 8-- CASH, DEPOSITS AND INVESTMENTS 

Deposits 
State Law requires that a bank or savings and loan association receiving State funds must secure the deposits 
by deposit insurance, surety bonds, co llateral securities, or letters of credit to protect the State against any 
loss. 

Custodial Credit Risk 
Custodial credit risk for deposits is the risk that a government will not be able to recover deposits if the depos­
itory financial institution fails or will not be able to recover collateral securities that are in the possession of an 
outside party if the counterparty to the deposit transaction fails. 

The College's policy concerning custodial cred it risk states that collateral must be established to cover depos­
its in excess of those protected by FDIC. At the time the College's accounts are established the financial insti­
tut ion must send notification to the Federal Reserve and the main branch of the financial institution of the 
securities pledged as collateral for the College's accounts. The College will receive a copy of these notifica­
tions, which will se rve as written proof of collateralization of deposits. 

The deposits for the College at June 30, 2012 were $2,598,999. Of these, $250,000 was FDIC insured and 
$2,348,999 was collateralized with securities held by the pledging financial institution's trust department or 
agent but not in the College's name. The College did not recognize any losses due to default by counterpar­
ties to investment t ransactions and amounts recovered from prior period losses. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE B --CASH. DEPOSITS AND INVESTMENTS- Continued 

Foreign Currency Risk 
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an in­
vestment. The College does not maintain deposits that are denominated in a currency other than the United 
States dollar, therefore, the College is not exposed to this risk. 

The following schedule reconciles cash and investments as reported on the Statement of Net Assets to foot­
note disclosure provided for deposits and investments. 

Statement of Net Assets: 
Cash and cash equivalents 
Restricted cash and cash equivalents 

Total Statement of Net Assets: 

Disclosure. Deposits and Investments Plus Reconciling Items: 
Carrying value of deposits: 

Other 

Cash on Hand 

Total Disclosure, Deposits and Investments 
Plus Reconciling Items 

NOTE C --ACCOUNTS RECEIVABLE 

Accounts Receivable at June 30, 2012 were as follows: 

$ 

$ 

$ 

$ 

$ 

2,032,119 
466,473 

2,498,592 

2,497,792 
800 

2,498,592 

2,498,592 

Local appropriations $ 28,420 
43,278 
85,000 

State appropriations 
Capital grants 
Student accounts 
Federal grants and contracts 
State grants and contracts 

855,914 
109,936 

50,813 

TOTAL ACCOUNTS RECEIVABLE $ 1,173,361 
~============== 

Total write-offs as of June 30, 2012 were approximately $10,000. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTED-- CAPITAL ASSETS 

Capital Assets at June 30, 2012 were as follows: 

Capital Assets Not Being Depreciated 
Land and improvements 
Construction in progress 

Total Capital Assets Not Being Depreciated 

Other Capital Assets 
Buildings and improvements 
Machinery, equipment, and other 
Vehicles 
Depreciable Land improvements 
Total Other Capital Assets At Historical Cost 

Less Accumulated Depreciation For 
Buildings and improvements 
Machinery, equipment, and other 
Vehicles 
Depreciable land improvements 

Total Accumulated Depreciation 

CAPITAL ASSETS, NET 

NOTE E --PENSION PLANS 

Beginning 
Balance 

July 1, 2011 

$ 662,379 
1,013,858 
1,676,237 

10,817,109 
2,138,862 

246,144 
3,807,977 

17,010,092 

(4,755,435) 
(2,003,108) 

(233,694) 
{1,883,958) 
(8,876,195) 

$. 9.810.134 

Ending 
Balance 

Increases Decreases June 30, 2012 

$ 662,379 
$ 232,202 ~ (1,246,060) 0 

232,202 (1,246,060) 662,379 

1,246,060 12,063,169 
2,138,862 

246,144 
3,807,977 

1,246,060 0 18,256,152 

(333,051) (5,088,486} 
(65,612) (2,068,720} 

(5,917) (239,611) 
(162,472) (2,046,430) 
(567,052) 0 (9,443,247) 

$ 91121Q s (1 .246.060) s 9,475,285 

The Retirement Division of the State Budget and Control Board maintains four independent defined benefit 
plans and issues its own publicly available Comprehensive Annual Financial Report (CAFR) which includes fi­
nancial statements and required supplementary information. A copy of the separately issued CAFR may be 
obtained by writing to Financial Services, South Carolina Retirement Systems, PO Box 11960, Columbia, South 
Carolina 29211. Furthermore, the Retirement System and the four pension plans are included in the CAFR of 
the State of South Carolina. 

Article X, Section 16, of the South Carolina Constitution requires that all State-operated retirement systems be 
funded on a sound actuarial basis. Title 9 of the South Carolina Code of Laws of 1976, as amended, prescribes 
requirements relating to membership, benefits, and employee/employer contributions for each pension plan. 
Employee and employer contribution rates for the South Carolina Retirement System and the Police Officers 
Retirement System are actuarially determined. Annual benefits, payable monthly for life, are based on length 
of service and on average final compensation. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE E --PENSION PLANS- Continued 

South Carolina Retirement Svstem 

The majority of employees of the College are covered by a retirement plan through the South Carolina Re­
tirement System (SCRS), a cost-sharing multiple-employer defined benefit pension plan administered by the 
Retirement Division, a public employee retirement system. Generally all State employees are required to par­
ticipate in and contribute to the SCRS as a condition of employment unless exempted by law as provided in 
Section 9-1-480 of the South Carolina Code of Laws. This plan provides retirement annuity benefits as well as 
disability, cost of living adjustment, death, and group-life insurance benefits to eligible employees and retir­
ees. 

Effective July 1, 2011, the employer contribution rate was 13.685% which included a 4.3% surcharge to fund 
retiree health and dental insurance coverage . The College's actual contributions to the SCRS for the three 
most recent fiscal years ending June 30, 2012, 2011, and 2010, were $362,296, $356,072, and $379,148, re­
spectively, and equaled the required contributions of 9.24% (excluding the surcharge) for fiscal year 2010, 
9.24% (excluding the surcharge) for fiscal year 2011, and 9.385% (excluding the surcharge) for fisca l year 
2012. Also, the College paid employer group-life insurance contributions of $5,791 in the current fiscal year at 
the rate of .15% of compensation. 

Optional Retirement Program 

The State Optional Retirement Program (State ORP) was first established as the Optional Retirement Program 
for Higher Education in 1987. In its current form, the State ORP is an alternat ive to the defined benefit SCRS 
plan offered to certain state, public school and higher education employees of the State . The State ORP, 
which is administered by the South Carolina Retirement Systems, is a defined contribution plan. State ORP 
participants direct the investment of their funds into a plan administered by investment providers. The State 
assumes no liability for State ORP benefits. Rather, the benefits are the liability of the investment providers 
and are governed by the t erms of the contracts issued by them. 

Under State law, contributions to the ORP are required at the same rates as for the SCRS, 9.385% plus there­
tiree surcharge of 4.3% from the employer in fiscal year 2012. 

Employees are eligible for group-life insurance benefits while participating in the State ORP. However, em­
ployees who participate in the State ORP are not eligible for postretirement group-life insurance benefits. For 
the fiscal year, total contribution requirements to the ORP were $7,765 (excluding the surcharge) from the 
College as employer and $11,022 from its employees as plan members. In addition, the College paid to the 
SCRS employer group-life insurance contributions of $266 in the current fiscal year at the rate of .15% of 
compensation. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE E --PENSION PLANS- Continued 

Deferred Compensation Plans 

Several optional deferred compensation plans are available to State employees and employers of its political 

subdivisions. Certain employees of the College have elected to participate. The multiple-employer plans, cre­

ated under Internal Revenue Code Sections 457, 401(k), and 403(b), are administered by third parties and are 

not included in the Comprehensive Annual Financial Report of the State of South Carolina. 

Compensation deferred under the plans is placed in trust for the contributing employee. The State has no 

liability for losses under the plans. Employees may withdraw the current value of their contributions when 

they terminate State employment. Employees may also withdraw contributions prior to termination if they 

meet requirements specified by the applicable plan. 

Teacher and Emplovee Retention Incentive 

Section 9-1-2210 of the South Carolina Code of Laws allows employees eligible for service retirement to par­

ticipate in the Teacher and Employee Retention Incentive (TERI) Program. TERI participants may retire and 

begin accumulating retirement benefits on a deferred basis without terminating employment for up to five 

years. Upon termination of employment or at the end of the TERI period, whichever is earlier, participants will 

begin receiving monthly service retirement benefits which will include any cost of living adjustments granted 

during the TERI period. Because participants are considered retired during the TERI period, they do not earn 

service credit and are ineligible to receive group life insurance benefits or disability retirement benefits. Em­
ployees who choose to participate in the TERI Program will be required to make SCRS contributions. Due to 

the South Carolina Supreme Court decision in Layman et al v. South Carolina Retirement System and the State 

of South Carolina, employees who chose to participate in the TERI Program, prior to July 1, 2005 will not be 
required to make SCRS contributions. 

NOTE F --POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS 

In accordance with the South Carolina Code of Laws and the annual Appropriations Act, the State provides 

post-employment health, dental and life insurance benefits to certain active and retired State employees and 

their covered dependents. All permanent full-time and certain permanent part-time employees of the Col­

lege are eligible to receive these benefits. The State provides postemployment health and dental benefits to 

employees who retire from State service or who terminated with at least 20 years of State service who meet 

one or more of the eligibility requirements. Generally, those who retire must have at least 10 years of retire­

ment service credit to qualify for these State-funded benefits. Benefits are effective at date of retirement 
when the employee is eligible for retirement benefits. 

These benefits are provided through annual appropriations by the General Assembly to the College for its ac­

tive employees and to the State Budget and Control Board for all participating State retirees except portions 

funded through the pension surcharge and provided from other applicable fund sources of the College for its 

active employees who are not funded by State General Fund appropriations. The State finances health and 

dental plan benefits on a pay-as-you-go basis. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE F --POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS- Continued 

The College recorded benefit expenses for these insurance benefits for active employees in the amount of 
$414,578 for the year ended June 30, 2012. As discussed in Note E, the College paid $173,853 applicable to 
the 4.3% surcharge included with the employer contributions for retirement benefits. These amounts were 
remitted to the South Carolina Retirement Systems for distribution to the Office of Insurance Services for re­
tiree health and dental insurance benefits. 

Information regarding the cost of insurance benefits applicable to the College's retirees is not available. By 
State law, the College has no liability for retirement benefits. Accordingly, the cost of providing these benefits 
is not included in the accompanying financial statements. 

In addition, the State General Assembly periodically directs the Retirement Systems to pay supplemental (cost 
of living) increases to retirees. Such increases are primarily funded from Systems' earnings; however, a portion 
of the required amount is appropriated from the State General Fund annually for the SCRS and PORS benefits. 

NOTE G --CONTINGENCIES, LITIGATION, AND PROJECT COMMITMENTS 

The College participates in certain federal grant programs. These programs are subject to financial and com­
pliance audits by the grantor or its representative. Such audits could lead to requests for reimbursement to 
the grantor agency for expenditures disallowed under terms of the grant. Management believes disallowanc­
es, if any, will not be material. 

Unrestricted Net Assets 

Included in the unrestricted net assets amount, at June 30, 2012 is a 60 day operating reserve of $1,263,063. 

NOTE H -- NONCURRENT LIABILITIES 

Long-term liability activity for the year ended June 30, 2012 was as follows: 

July 1, June 30, Due Within Long-Term 
2011 Additions Reductions 2012 One Year Portion 

Note payable (Note I) $ 18,291 (4,578) $ 13,713 $ . 4,568 $ 9,145 
Accrued compensated absences 400,255 9,096 409,351 64,295 345,056 

TOTAL NONCURRENT LIABILITIES s 418,516 s 9.Q96 s (4,578} s 42~,064 s 68,863 s 354,2Q1 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE I-- NOTE PAYABLE 

The College has a note payable from the State Energy Program Award for energy efficiency and renewable 
energy projects. The State Energy Program Award of $73,250 was a combination of 75% grant and 25% no­
interest loan. 

The scheduled maturities of the note payable are as follows: 

Year Ending 
June 30, 

2013 
2014 
2015 

TOTAL 

Amount 
4,568 
4,572 
4 573 

.$___13.713 

NOTE J -- RELATED ORGANIZATIONS, RELATED PARTY TRANSACTIONS, AND TRANSACTIONS WITH 
DISCRETELY PRESENTED COMPONENT UNITS 

The Northeastern Technical College Foundation ("Foundation") is a separately chartered legal entity whose 
activities are related to those of the College, in that, it exists primarily to provide financial assistance and oth­
er support to the College and its educational program. The Foundation is not considered to be a component 
unit of the College, and the financial statements of the Foundation have not been audited due to the immate­
rial amount of transactions. The Foundation is a separately chartered corporation organized exclusively to 
receive and manage private funds for the exclusive benefit and support of Northeastern Technical College. 
The Foundation's activities are governed by its Board of Directors. 

Management reviewed its relationship with the Foundation under the existing guidance of GASB Statement 
No. 14, as amended by GASB 39. The College excluded this organization from the reporting entity because it 
is not financially accountable for it, and the Foundation's assets are not significant to the College's overall as­
sets. 

Following is a more detailed discussion of The Foundation and a summary of significant transactions (if any) 
between the Foundation and the College for the year ended June 30, 2012. 

The Foundation's assets as of June 30, 2012 were $459,398. 

NOTE K --RISK MANAGEMENT 

The College is exposed to various risks of loss and maintains State or commercial insurance coverage for each 
of those risks. Management believes such coverage is sufficient to preclude any significant uninsured losses 
for the covered risks. Settlement claims have not exceeded this coverage in any of the past three years. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE K- RISK MANAGEMENT- Continued 

The State of South Carolina believes it is more economical to manage certain risks internally and set aside as­

sets for claim settlement. Severa l State funds accumulate assets and the State itself assumes substantially all 

the risk for the following claims of covered employees: 

Unemployment compensation benefits 

Worker's compensation benefits for job-related illnesses or injuries 

Health and dental insurance benefits 

Long-term disability and group-life insurance benefits 

Employees elect health insurance coverage through either a health maintenance organization or through the 

State's self-insured plan. 

The College and other entities pay premiums to the State's Insurance Reserve Fund {IRFL which issues poli­

cies, accumulates assets to cover the risk of loss, and pays claims incurred for covered losses relating to the 
following activities: 

Theft, damage to, or destruction of assets 

Real property, its contents, and other equipment 

Motor vehicles and watercraft 

Torts 

Natural disasters 

Medical malpractice claims against the Infirmary 

The IRF is a self-insurer and purchases reinsurance to obtain certain services and to limit losses in certain are­

as. The IRF's rates are determined actuarially. The College obtains coverage through a commercial insurer for 

employee fidelity bond insurance for all employees for losses arising from theft or misappropriation. 

NOTE L --STATE APPROPRIATIONS 

State funds for the South Carolina Technical College System are appropriated to the State Board for Technical 

and Comprehensive Education (the Board), and the Board allocates funds budgeted for the technical colleges 

in a uniform and equitable manner. Appropriations are recognized as revenue when received and available. 

Amounts that are not expended by fiscal year-end lapse and are required to be returned to the General Fund 

of the State unless the Board receives authorization from the General Assembly to carry the funds over to the 

next year. 

The following is a detail schedule of the State appropriations revenue reported in the financial statements for 

the fiscal year ended June 30, 2012: 

NON-CAPITAL APPROPRIATIONS 
Appropriations per State Board Allocation 

TOTAL NON-CAPITAL APPROPRIATIONS AS 
CURRENT YEAR REVENUE 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE M --STATEMENT OF ACTIVITIES 

The following is a comparative analysis of the College's statement of activities for the years ending: 

Increase/ 
2012 2011 (Decrease) 

Charges for services $ 2,021,858 $ 2,615,503 $ (593,645) 
Non-Operating grants and contributions 5,585,214 6,497,493 (912,279) 
Capital grants and contributions 545,550 658,746 (113,196) 

Less: expenses {9,789,057) {10,270,521) 481,464 
Net Program Expense (1,636,435) (498,779) (1,137,656) 
Transfers: 

State appropriations 1,661,958 1,570,626 91,332 
Total Transfers 1,661,958 1,570,626 91,332 
Change in net assets 25,523 1,071,847 (1,046,324) 
Net assets- beginning 12,180,525 11,108,678 1,071,847 

Net assets- ending $ 12.206.048 $ 12.180.525 $ 25.523 

NOTE N --OPERATING EXPENSES BY FUNCTION 

Operating expenses by functional classification for the year ended June 30, 2012 are summarized as follows: 

Instruction 
Academic Support 
Student Services 
Operation and Maintenance 
Institutional Support 
Scholarships 
Auxi liary 
Depreciation 

Total Operating Expenses 

NOTE 0-- LEASES 

Salaries 

$ 1,875,130 
493,534 
859,485 
285,315 
827,926 

35,359 

s 4,376 749 

Benefits Scholarshigs 

$ 526,351 
146,456 
271,304 
124,213 
268,695 

$ 1,285,486 
12,157 

s 1319.176 s 1.285.486 

Supplies and 
Other 

Utilit ies Services Degreciation Total 

$ 626,133 $ 3,027,614 
221,081 861,071 
316,338 1,447,127 

$ 271,684 307,203 988,415 
49,363 1,145,984 

1,285,486 
418,792 466,308 

~ 567,052 567,052 

s 271,684 s 1.938.910 s S6Z.QS2 s 9,789.057 

The College rents certain office equipment. The fee is based on usage and the current year expenses for con­
tingent rentals to external parties are $38,863. 
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NOTES TO THE FINANCIAL STATEMENTS 
NORTHEASTERN TECHNICAL COLLEGE 

NOTE P --AMERICAN RECOVERY AND REINVESTMENT ACT FUNDS 

The College incurred expenditures of $307,977 during fiscal year 2012 under American Recovery and Rein­
vestment Act (ARRA) funding. These funds were awarded to the College via pass-through funding from the 
U.S. Department of Education (State Fiscal Stabilization Funds), U.S. Department of Labor (Power Up - Pee 
Dee), U.S. Department of Commerce (Broadband), U.S. Department of Health and Human Services (DDS Child 
Care). 

ARRA- State Fiscal Stabilization Funds $ 57,453 
27,483 

2,248 
220,793 

ARRA- Broadband 
ARRA- DSS Child Care 
ARRA- Power Up- Pee Dee 

TOTAL $ 307,977 
~--~--------~---
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GOVERNMENTAL AUDITING REPORTS 



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
NORTHEASTERN TECHNICAL COLLEGE 
For the Year Ended june 30, 2012 

Federal Grantor I 
Pass-through Grantor 

Program Title 

U.S. Department of Education 

Direct Programs: 
Student Financial Aid Cluster: 

PELL 
College Work Study 
SEOG 
Academic Competitiveness Grant 

Student Support Services 
Program 

Predominantly Black Institutions 
Program 

Federal 
CFDA 

Number 

84.063 
84.033 
84.007 
84.375 

84.042A 

84.031P 
84.031P 

Pass-Through the State Board fo r Technical and Comprehensive Education 
ARRA- State Fiscal 

Stabilization Funds 

Pass-Through the State Department of Education 
Perkins 

84.394 

84.048 

Pass-Through 
Entity 

Identifying 
Number 

P063Pl12971 
P033Al13768 
P007A113768 
P375A102971 

P042A1003S4 

P031P100016 
P031Pl10032 

None 

12VA404 

Total U.S. Department of Education 

U.S. Department of Health and Human Services 

Pass-Through Greenville Technical College 
TEACH-ECD 

ARRA- DSS Child Care 

93.575 12TE407 

93.713 G10076T 

Total U.S. Department of Health and Human Services 

U.S. Department of Labor 

Pass-Through Florence-Darlington Technica l College 
Power Up - Pee Dee 
TAACCCT 

U.S. Department of Commerce 

Direct Programs: 
Economic Development Act 

17.27S 
17.282 

GJ200731060A45 
TC-22521-11-60-A-45 

Tota l U.S. Department of Labor 

11.300 04-01-06133 

Pass-Through the State Board for Technical and Comprehensive Education 
ARRA- Broadband 11.557 45-42-B10012 

Total U.S. Department of Commerce 

$ 

Expenditures 

4,089,031 
59,092 
37,141 

8,412 
4,193,676 

224,628 

74,672 
99,456 

174,128 

57,453 

70,923 

4,720,808 

4,549 

2,248 

6,797 

220,793 
90,864 

311,657 

358,018 

27,483 

385,501 

TOTAL FEDERAL ASSISTANCE $ 5,424,763 
~====== 
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NOTES TO THE SCHEDULE OF FEDERAL EXPENDITURES 
NORTHEASTERN TECHNICAL COLLEGE 
For the Year Ended June 30, 2012 

NOTE A-- BASIS OF ACCOUNTING 

The Schedule of Expenditures of Federal Awards is presented using the accrual basis of accounting, which is 
described in Note A of the College's financial statements. 

NOTE 8-- ARRA STATE ENERGY PROGRAM 

The grant issued 25% of the total award amount as a loan at O%t interest which will be paid back from 
energy savings recognized from the grant award. In accordance with terms of the grant, $13,713 was 
payable to the State Department of Energy at June 30, 2012. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER 
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

The President and Members of the Area Commission 
Northeastern Techn ical College 
Cheraw, South Carolina 

We have audited the financial statements of the business-type activities of Northeastern Technical College 
("the College" ) as of and for the year ended June 30, 2012 which comprise the College's basic financial state­
ments and have issued our report thereon dated September 28, 2012. We conducted our audit in accordance 
with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 

Internal Control Over Financial Reporting 

Management of the College is responsible for establishing and maintaining effective internal control over fi­
nancial reporting. In planning and performing our audit, we considered the College's internal control over fi­
nancial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Col­
lege's internal control over financial reporting. Accordingly, we do not express an opinion on the effective­
ness of the College's internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in in­
ternal control such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over financial re­
porting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in internal control over financial reporting that we consider to be materia l weaknesses, as defined 
above. 

Prm•iding Auditing, Tax. and Accounting SeJTices since 1986 
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The President and Members of the Area Commission 
Northeastern Technical College 
Page Two 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the College's financial statements are free of mate­
rial misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements, noncompliance with which could have a direct and material effect on the determina­
tion 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 instances of noncompliance or other matters that are required to be reported under Governmental 
Auditing Standards and which are described in the accompanying schedule of findings and questioned costs as 
item 12-01. 

This report is intended solely for the information and use of the Area Commission, management, others with­
in t he entity, and federal awarding agencies and pass-through entities and is not intended to be and should 
not be used by anyone other than these specified parties. 

Columbia, South Carolina 
September 28, 2012 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A 
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

The President and Members of the Area Commission 

Northeastern Technical College 

Cheraw, South Carolina 

Compliance 

We have audited Northeastern Technical College's ("the College") compliance with the types of compliance 

requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and mate­

rial effect on each of the College's major federal programs for the year ended June 30, 2012. The College's 
major federal programs are identified in the summary of auditors' results section of the accompanying sched­

ule 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 College's management. Our 

responsibility is to express an opinion on the College's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the Unit­

ed States of America; the standards applicable to financial audits contained in Government Auditing Stand­

ards, 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 com­

pliance requirements referred to above that could have a direct and material effect on a major federal pro­

gram occurred. An audit includes examining, on a test basis, evidence about the College'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 de­
termination of the College's compliance with those requirements. 

In our opinion, the College complied, in all material respects, with the compliance requirements referred to 

above that could have a direct and material effect on each of its major federal program for the year ended 

June 30, 2012. 

Prm·iding Auditing, Tax, and Accounting Sel"l'ices since 1986 
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The President and Members of the Area Commission 
Northeastern Technica l College 
Page Two 

Internal Control Over Compliance 

Management of the College is responsible for establishing and maintaining effective internal control over 
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal pro­
grams. In planning and performing our audit, we considered the College's internal control over compliance 
with requirements that could have a direct and material effect on a major federal program to determine 
the 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, but not for the purpose of ex­
pressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not ex­
press an opinion on the effectiveness of the College's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over com­
pliance does not allow management or employees, in the normal course of performing their assigned func­
tions, to prevent or detect and correct noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or com­
bination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevent­
ed, or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in interna l control over compli­
ance that might be deficiencies, significant deficiencies, or material weaknesses as defined above. Howev­
er, we identified certain deficiencies in internal control over compliance that we consider to be significant 
deficiencies as described in the accompanying schedule of findings and questions costs as items 12-01. A 
significant deficiency in internal control over compliance is a deficiency or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal contro l over compliance, yet important enough to be brought 
to the attention of those charged with governance. 

This report is intended solely for the information and use of the Area Commission, management, others 
within the entity, and federal awarding agencies and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

Columbia, South Carolina 
September 28, 2012 



SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
NORTHEASTERN TECHNiCAL COLLEGE 
Year Ended June 30, 2012 

Summary of Auditors' Results 

1. The auditors' report expresses an unqualified opinion on the basic financial statements of Northeast­
ern Technical College. 

2. No significant deficiencies relating to the audit of the financial statements are reported in the "Re­
port on Internal Control over Financial Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance with Government Auditing Standards" . 

3. No instances of noncompliance material to the financial statements of Northeastern Technical Col­
lege disclosed during the audit. 

4. One significant deficiency in internal control over major federal award programs is reported on the 
"Independent Auditor's Report on Compliance with Requirements That Could Have a Direct and Ma­
terial Effect on Each Major Program and on Internal Control over Compliance in Accordance with 
OMB Circular A-133." 

5. The auditors' report on compliance expresses an unqualified opinion on all major federal program s. 

6. Audit findings that are required to be reported in accordance with Section 510(a) of OMB Circu lar A-
133 are reported in this Schedule. 

7. The programs tested as major programs include: 

Cluster of Student Financial Aid 
Predominantly Black Institution 

84.063, 84.033, 84.007, 84.375 
84.031P 

8. The threshold used for distinguishing between Type A and B programs was $300,000. 

9. Northeast ern Technical College did qualify as a low risk auditee. 

30 



SCHEDULE OF FINDINGS AND QUESTIONED COSTS-- Continued 
NORTHEASTERN TECHNICAL COLLEGE 
Year Ended June 30, 2012 

FINDINGS-- FINANCIAL STATEMENT AUDIT 

None 

FINDlNGS AND QUESTIONED COSTS -- MAJOR FEDERAL AWARD PROGRAMS AUDIT 

Finding No. 12-1 
U.S. Department of Education 
Student Financial Aid Cluster, CFDA No. 84.063 

Type of Finding: Significant deficiency 

Criteria: Internal controls should be in place to ensure that instructors are submitting withdrawal forms in 
a timely manner, so that the return of Title IV funds can be calculated timely. The 2011-2012 Student Fi­
nancial Aid Handbook states, "except in unusual instances, the date of the institution's determination that 
the student withdrew should be no later than 14 days ... after the student's last date of attendance as de­
termined by the institution from its attendance record s." 

Condition: Instructors are not providing timely notification of student withdrawa ls t o the Business and 
Financia l Aid offices. 

Context: We obtained a listing of students in which the College calculated the return of Title IV funds and 
se lected 10 students, approximately 10%, to determine the timeliness and accuracy of the calculation. We 
noted one exception in which the withdrawal form was not submitted to the Business Office timely and the 
student withdrew before 60% of the semester was over. We expanded our sample to include 5 more stu­
dents and noted an identical exception in which the withdrawal form was not submitted to the Business 
Office t imely. 

Effect: The College could be disbursing financial aid in excess of the student's earned amount if the stu­
dent dropped prior to completion of 60% of the semester. Due to the College's policy on drawing down 
financial aid funds in an amount that allows for adjustments, this has no effect on the amounts to be re­
turned to the Department of Education, but it does require further work to be performed by t he Financial 
Aid office in notifying the student of the excess that should be returned and obtaining the funds from the 
student. 

Cause: The College's attendance policy states that a student must attend a minimum of 80% of the meet ­
ings of each class in order to earn credit for the class. Instructors should submit withdrawal form s to the 
Business office no more than 14 days after the institution has determined that a student has withdrawn. 

Recommendation : Management should implement a cont rol to ensure that instructors are submitting 
withdrawal forms t imely, so that the calculation of the return of Title IV funds can be calculated in a timely 
manner. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS-- Continued 
NORTHEASTERN TECHNICAL COLLEGE 
Year Ended june 30, 2012 

FINDINGS AND QUESTIONED COSTS-- MAJOR FEDERAL AWARD PROGRAMS AUDIT- Continued 

Views of Responsible Officials and Planned Corrective Action: 

Northeastern Technical College has an existing attendance policy. College administration has determined 
this finding to be an isolated occurrence. At the beginning of each term, administration will remind faculty 
of the attendance policy and the procedure for handling attendance rosters. Recently, an existing faculty 
member was designated as the "faculty mentor". This position will play an important role in guiding new 
and existing faculty members in following policies such as this one. 

32 



SCHEDULE OF PRIOR AUDIT FINDINGS 
NORTHEASTERN TECHNICAL COLLEGE 
Year Ended June 30, 2012 

None 
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