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i./411TEDSTATESDEPARTMENTOFEDIJCAtIONs
WASKINGTOti. D.C.. 20202

Hohorable T. H. Bell
Secretary of Education
Washington, D.C. 20202

Dear Mr. Secretary:

In accordance with the requirements of Sectiori 3 of the ,Inspector GeneralAct of 1978 (P.L. 95-452), I am submittingthis seigi-annual report on,the activities of the Department's'Office of Inspector General for the six-month period ending4March 31, 1981. Highlights of our activities andaccomplishments are provided in the Executive Summary whichbegins on page i.

OFFICE OF INSPECTOR GENERAL

, April 30, 1985-

The gdt requires that xou,submit this report, along with anycomments of your own,kto approtiriateCongretsional Committeesand Subcommittees within 30 days.

I
Wei400k forward to working with you-.and other Departmentalofficials to achieve improved efficiency and economy in theDepartment's programs and activities,and to prevent and detectfraud and abuse. I appreciate your continuing support.'

4

Sincerely,

ames B. Thomas, Jr.
cting Inspector`General

1,r.

s

NA.
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EXECUTIVE SUMMARY4

4

C the second semi-annual report issued by the Department

,of Education (ED), Office bf Inspectop(General (OIG). The

report summarizes the.activities and accomplishments of the

OIG for, the period 'October 1, 19'80 through Maech.31, 1981.

The report,was',prepared Pursuant to the provisions of the

'Inspector General- Act of 1978. Spdcific reporting)

.

requirements of the Act,,and.the locatipn in the report where

these matters are addressed, are shown in Appendix 1. High-

lights of our activities and, accomplishments for this

reporting period follow.

Audit Activity --)-We have issued or. processed a"\otal of 2,761

audit reports during this_ period whiCh questioned costs'

totalling- abodt $30 million and recommended'numerous improve-

ments in operat4Ons. The_number of reports issued or

processed increased by 61 percent over the previous.periOd and

is Indicative of a.trend which is expected to cahtnue. 'Our-
.

accomplishments also included resolution and Closure of 1,061
.4011166.

audit reports.. Of these 442,had monetary findings which haie

or will result in recdvefiesor savings Of aboutt$8.8 million.

During this period, we also initiated a number' of important

internal autits,on DepartMental prOgrams and activities and

issued a .majbr': internal audit report on the.Department's

control over, payments.
. .

`,

Results Of' some Of the-more significantaudits completed this:

peridd
e a

4

yr

4
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o :h2.3 million in Title I funds was improperly used
by ore State to provide general aid 't.6. education
rather 'than using the funds ,to. meet the special
heeds of educationally deptived children. A refund
of $12.3 million to ED was recommended.

4

o $1.1 million in Title I funds was improperly'claimed
by one State because of significant 4naccurabies
the State's financial status reports supporting the
claim. Repayment of $1.1 million to ED "as recom-
mended. 4

o $841,000 in overpayments. occurred in one State
because reimbursement rates used by. the State for
vocational rehabilithtion services were" not based
on reasonable cdst principles. auditors recom-'
mended a financial adjustment of $80,000 and proce-
dural changes in the State's reimbutsement.methods.

o $2.1 million in Title Ifunds was improperly used by
one State to fund a kindergarten construction.
project which was designed to meet the general needs
of the public education system rather tban-meetipg
the needs of educationally' 'deprived 'children.
Repayment of $2.1 milliori to FD was recommended.

o- An internal' audit on controlt over payments
disclosed significan internal control weaknesses
which resulted in overpayments to grantees, loss of
control over appropriation balances and increased
susceptibility of the system to fraucUnduabude. ED
officials generally agreed with our findings and
either accepted our recommendations or .proposed
alternate actions which satisf -ied the'intent of the;
recommendations:

A. significant problem repofteein the previous emi-annual .

report, and again, in this one, relates to unresolved audit

reports. The number of these repotts continues to increase

dramatically, and Imcludes dutstanding4guestioned c,osts ,of

. about $68 million. The ON is working closely, owith ED

officials on this problem and is developing a ;Ormal 'audit

resolution system. InsadditTan, the' Secretary has designated
.

the.-Under Secretary .to serve.as the Department'Sfocal pbint

.

in assuring ,that recommendations contained in ,4nspector

. a

, ..
. , ,

(..-
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General and U.S. General Accounting Office audit reports are
,

followed up and resolved in a timely manner. These actions

w511' serve to improve t dpartment's posture in this area.

Increased emphasis at all levels of Government on'the problems

of fraud, waste and mismanagement in Federal programs. and

operations has generated many new initiatives which will *

affect OIG operations. These initiatives,. discussed on page

22, will play an imOortanE role in the course and direction of

our efforts in the coming months. We have initiated audits to.

meet several ,of these requirements, and have intensified our

efforts to fully implement the requiremehts of Attachment P to

Office Of Management and Budget Circular A-102, Uniform '

.Administrative Requiremaiilts for Grants-in-Aid to State and

Local Governments.

Details of our audit activity-4'e contained in Section I which,

begins 'on page .-1. 'Appendix, 3 contains a listing 'of, audit

reports completed by Federal auditors during this period.

Investigation Activity - During this period, we opened 220 new

_cases and 4osed total%of 124, leaving a total of 249 *cases

pending as of March '31, 1981. This pompa4be with 153 .pending-
cases %

at the. close of 'the previous reporting:period. During
, .

,the'rep6rting period, ten of the cases.which had been referred

were.accepted or prosecution 'by U.S. Attorneysv 22 of the

cases .which had been referred Were declIned-. Investigation

active ties culminhted in five indidtment and 12 corivictiana

Luring the, six 'month period'. In addition, administrative .

... :
i .. 4

',

"t,.. .-
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actions were recommefidpd in several CasV. Results of oux

investigative activitiesinclude:

o A tw y count indictment against an inqividual for.
committing fraud in the Guaranteed Student Loan pro-

, 4gram. °

oAn indictment against. an ,individual for
embezzlement in connection With the National.Direct
Student Loan prograMs

o Accepts ce by the U.S.-Attorney of a case involving
tise of Cdtitious names and social security numbers
by an individual to obtain Federal grants and loans.

Administrative action taken against an employee who
falsified 'travel reimbursement claims.
Departmental managers dischhrged the employee ang
tightened reimbursement proceduies, as a direct
result- of the inVestigaticm;

2

o A 27 .ca lint indictment was returned against A.
finandial organization whiCh use'd non-existent'
Guaranteed Student , Loan' promissory notes as
collateral for multimillion dollar loans.

o A cooperative investigation by the OI and another
Federal investigation agency uncove d a kickback
scheme by a .school official who demanded 10',percent
of the .Gparanteed Student Loan monies a 'student

. received,

EffOrts were intensified in this period to expand OIG's proad7

tive investigatory role in an'ieffort to seek-out and prevent

frauds 'Details regarding our investigation .activity 'are
,

pregented in Sec,tibn JI which begins on page 29.

Fraud Cbritrol Activity - The OIG .has beghn the important task

o,Cassessing the vulnerability of th# Departmentts programs

and activities to fraud and abuse, and has selected the

Student Financial .Aid programs as its 'first_ project.

,additionally, emphasis and attention has been directed t
.

increasing employees' awareness to potential fraud and abuse

5(

.9



in the 6epartment's activities and programs. A pamphlet

desaibilng the operations and mission \15f the OIG 'has been

issued 'to. all ED employees as part of this effort. As of

March 431, 198l.a totai of 80 complaints had been:received by

'the complaint center: Of the 80 complaints received, 43 wereN-

handlqd by ihf OIG and the remaining 37 were referred to
o

program offices for action. A:detaiied discussion of our

fraud control activities is contained in' Section III which

begins on page 39.

Some of the other matters addressed in the report ilnclude
',B.

coordination of. U.S. General Accounting Office reports
ilzt*

relating to ED programs and operati4:ns,-reyiew of legislatiOir

iAnd regulations, the status,of subpoenas issued by the OIG,
-....-

and our participation in .,an Office of Personne]?Management
-.. . ,
review of the Departmen. Details of other matters are

. . eA I

discussed in Section IV.which.tiegkns on age 43.

While much remains to be accomplished, our effortsl.o date are

1encouraging and are beginning to result in substantive

improvemett in the audit L.nd investigative coverage being pro-
'.

vided to the Department.-

0

V
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SECTION I

AUDIT ACTIVITIES

, r

,
'A. INTRODUCTIQN

" -Aissection of the report summarizes our audit activities for'

the `'six month petiod. ending March 31, 1981? This-sectkon
.

includes summary statistics on audits issu6d or processed and

costs .guestioned /I highlights Of significant ,finding; and

recommendations, data on thd status of unresolvedvau$its, and

updates on'the status of significant recOmMendations included

in the prevviouS semi-annual. report. .A discussion on' the

impact of Congressional and office Of) Management and Budget,

initiatives on.our operations is also included. ,audit reports

compldted by Eederal auditois during the period are listed.in

Appendix 3.

B. ACdOMPLISHMENTS
. . ..

1'
.

p
During the six month Period ending March 31, 1981 a total of

.
. i /

/
2,-761 audit reports were is Sued or prOcesSed. Audits issued 1

1
.

.

are those completed by ourkaudit staff. Abets procesSed are
r

\
. -..

4
those completed by other Federal auditors; State, and other

,\$,
,

\ -,1''

..,

non-Federal. auditors, and \Independent
.

Publib Accountants.
..

, ,

-Audits performed by the latter ,groups are accepted and
, ,

processed by our,audftors on behalf of the Department.. Total
, . 4\

questioned costs in reports issued or *ocessed amounted to
., . . .

about $30f.million, and represent FederalfUnds which were not
.

.
,, . \ ;1

. ,t.

spent 1.ri Compliance with legal ,requi,rements ortthe terms of
, \f,

\\
. \

, \
'0 \

1
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,grant or contract, provisions. The reports; also included

directed toward compliance with Federal grant

requirements, and management improvements ne.eded to Ansur

recommendations

. .. -

that activities or operations under, review were being
.

.

efficiently and economically administered. The number ,of

reports issued or processed during thiS period increased by

1,043, a 6,1 percent' increase over the previous reporting

period. The following schedule shows the source of the
.

and the number.of reports.

N

.,

-aSOURCE -0F AUDITS ISSUED OR' PROCESSED .

October 1, 1980 through March 31, 1981

Reports With
Source of Audits Findings

Federal AUditOrs

'State and Other
Non-Fe'deral,Abditors

tIndependent Public
Accountant

Total Audits
Issued/Processed

O

79.,.

92 ' 43

audits

a.

N.

Reports Without Total'Reports
Findings Issued /Processes

.
1

133 .:54 d

1,'860

730

The following is ,a schedule of'costs quest,i6Qd

reports -Which had findingt. The information

major 4erating.aompbnnts within

,

2.

ED.

I.
in the 2 ,1131

is listed by

;

*
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SCHEDULE OF AUDITS ISSUED ORIPROCESSEDAND.

'.COSTS QUESTIONED-SY OPERATING COMPONENT '

. ,.OPEHATING NO'. OF REPORTS , COSTS
..COMPONENT ' ISSUED/PROCESSED QUESTIONED'

Office. Postsecondary ,

-

tEducAlon 1,414
:Office of Procurement

and Assistance
.Mariagement 78'
Office,of flementay
'and Seconda0----

OfficeOffice of Special
Education an
Rehabilitati e Services

Office of Vgn tional
and Adult, Ed- cation'

Office of Edu ational,
. .Research aimed
--Improvement 20

o

2,031
,r

A
9

$11,658,200'

6,37 , 700-

15,628,160

'1,689,700

-0

338,800

$29;952/500

A.
. ..

.

Reports issued -Or .processed during this period. include:

"?- 'fihancial:',and 6omp/iance , audits, of. grantee 'operations;..-
. -

frecOhomy, efficiency and. effectiveness reviews of,,
..4. -.,- . 4:4_ i .,: ,

.pepartmental progrdths and.operations:, and 'cbritract,audits:.
.

Management action taken Oii.guestiOned cost Is disOussed under'
.n,

the audit- resoiutioh ;se.6,1''ibti, triage' 13.

114

, 'Most 'of the audit r is issued or processed diking- this y'
.,. , -"--;f.,:z

.,. repo
,

period 'involved ffnana 1,anticompliance'reviews of StUdfnt.
,q,' -,4:X;i" .*

%..- w..Financial Assistance programer administereci by.ehe Office of

POitsecondary%:sEducatiW. Audits required- ty_.DepartMent
. .,.. . _ -.regul4ions wereNperforited primarily 'by. =independent PubtAIe-,

. , 4,-

Accountants, and 14Present .90 percent of, the audit rep ts.

.issued or processed in the last,six months.
.4

a.

;':*.

4

:,"=44-
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Audits by 1Tr\dependent. Public Accountants are performed in

accordance with guidelines establibhed by the OIG.' These

reports are reviewed, approved, and accepted on behalf of the-

Department by our Pegional.AUdit, Of es prior to release to

ensure they meet OIG reporting standaids and criteria.

Quality assurance reviews are also perforIled by OIG auditors

'on the actual' audit work performed.by the public accountants.

These .reviews are performed onappiwimately 5 percent ,of all

audits performed by public accountants' to ensure that' the,;
4

audit work meets auditing standards established by the

Comptroller General.

The reTainipg 10 percent, of the. audits were performed by the

OIG staff, other Federal auditors (on h.reimbursable basis),

or State and other not- Federal auditors. In general, audits

.performed'by the OIG staff iepresented'inr.depth internal and

external eviews of ED's programs and operations at the

Federal, State and local,levels.

C. HIGHLIGHTS OF.SIGNIFICANT
\
AUDITS

Audit reports cover, a wide range of.'activities involving

thousands of diverse, geographically dispersed, entities.
5

These entities include. State and local governments,

educational,. institutions, non-profit Organizations,. and

Departmental headqu'artets and field installations. Some.of

the more significant audit findings disclosed by these reviews,

are highlighted below.

4

14
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Student Financial Assistance

Student Financial Assistance programs are administered by the

Office of Postsecondary Education andlprovide financial aid to

individuals to obtain education or training beyond the high

school:level. Financial aid- to students. amounts to abOut-$5.2

billion annually' in grants, loans or earnings through work

study. .programs.

During the six month period covered by this report,s'the,OIG

issued or processed 1,914 reports that identified deficiencies

in the administration of th'e Student Financial Assistance

programs at edtcational institutions. Total costs questioned

in these reports amoupted to approximately $11.7 Million.
,

a. College Work Study and National Direct Student Loan

Funds of .$960;000 Misused.

An audit of a universiti, disclosed that College Work Study

funds of $675000 were paid to ineligible students and that*

combined. College Work Study and National DirectStudentrLoan
7.

funds of $285,000 were' used improperly by the university for
I

general operating purposes. The aUditors'reCommended that the

university reimburse ED for the $960,000 improperly used.,

b. National Direct Student Loan Funds of About $381,000

Overdrawn

'Audits at two colleges disclosed that the institutions had

.drawn funds in excess of their requirements for the National



Direct S

for, cur

deposit.

National

dent Loan program and had 'improperly used the funds

ent operations or to invest in .certificates of\

The auditors recommended, that the colleges repay the
1. 4

Direct Student Loan account $247,700 and $133,209

respectively.

2. Vocational Rehabilitation

The Vocational Rehabilitation progtam is administered at the

Federal level by the Office of Special* Education and

Rehabilitative Services. The program, provides assistance to

States foerehabilitating and preparing physically or mentally
-

handicapped, persons for gainful employment. .States receive
.

grants to het i5 meet the cost.of providing vocational rehabili

tation services such as _job counselingl-physical restoration

services, trainilig-dnd job placement. The Department provides

about $983 million annualli Jin support of State Vocational

Rehabilitationprograms.

During the last six months, the OId issued or processed nine

reports on the Vocational Rehabilitation program. Total costs

questioned in these reports amounted to approximately $1.7

million.

a. Failure to Use Reaso ble Cost Principles Resulted

in Federal Overpayments in Excess of $841,000.-

In one State, an audit discloted that the, method used to
. ,

reimburse sheltered workihsps for vocational rehabilitation

44' 6
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a. 4SerNsices resulted !in,overpayAgnts of $841,000. This occurred

because reimbursement rates were not based on reasonable cost

prindiples as required by Federal and Sate. guidelines. The

auditors.: recommended a financial adjustment of $841,000 as

well as procedural changes in the State's reimbursement method
,

to,preclude future overpayments-.

e
.

...''lavings of 100,000 per Year Possible' Through;

Tmproved-Procurement Practices

The audit discuesed above also disclosed that_ improved

procurement practices for, purchase of prosthetic devices Or
vocationa,1 rehabilitation clients couldsave over $100,000 per'

year in. program costs. The prograp was paying about 26'

percent more .for prosthetic services thanvendors were
accepting -under the 'Medicaid program.- Ailditors recommended

1 changes. in the Sfate's procureMentprOCesS to achieiie future

cost .savings,

c. $750,000- in Overchargeof.Indirect.fo/ts.
,

Auditors determined that over $750,-00, was improperly claimed

for salaries of personnel who performed services not directly

related to the VocatiOnal Rehabilitation program. Program

officials have cOncurted-in a nggotiated recovery of $532,000.
4.

C
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3. Elementary and Secondary Education .

s.

, . .
,

.
Ps

Title I of the Elementary and Secondary Eddcat"ioh,Aqt (as

emended) authorizes Federal finaricial assistance for.plabning

and operating special education programs for educationally

depLved children in 'areas with high concentrations of

children from low income families. The Department spends

about $4 billion Annually to'provide Titl I services to

approximately &million public school students: Title I funds

are used to supplement other programs and are ,not intended to

provide general.Aid,to education.

so,

_During the period October 1, 1980 to March 31, 1981, 9,reports

were issued or processed by the OIG. The audit reports

questioned costs totalling approximately $15.6'millidn. Costs

questiOned were attributable to major deficiencies bn the

administration of Title I prOgrams by Various States.,

Y
a. Improper Use of $12.3 Million to Fund General Aid to

Education

An audit. in pne 'State disClosed that $12.3 Million in Title I

fundb '-6r mproperly used toprcv'ide general aid; to eduCation.

.:',-- , . ,

rather than_to.r:meet the special needs of thqse educationally
`

, . .

deprived' childfen' identified as most in need of special'
,o

assistance. Specifically, the auditors noted that the State:

'Selected, attendance areas for Title I projects wh0
were based on poverty, levels rather than 'oh the
leVel,of educational deprivation;

gk v
18
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Had not specified criteria to be used by schools for
the selection of Title '1 participants as regdired;

o Designed Title I projects to meet the needs of all
students rather . than meeting the 'special
educational needs ,of educationally' deprived
children identified Xs most in need of special
assistance.

e,

The auditors recommended that the-State repay $12.3 million

and strengthen its procedures for the review of Title I appli-

cations and activities' to asure future projects meet the

,' Title I requirements.

'b. $2.1 Million Improperly' Used to Fund Kindergarten

Construction Project

Ahother audit disclosed that $2.1 million in Title I funds

were improperly used by the State, to fund a kindergarten

construction project. The auditors found that, cohtrary .to

Federal regulations., the project piopoeal lacked sufficient

information and-documentation toe
4

identify the special educational nee& of children
to he served;

o , Show hoW the educationally deprived children in the'
projectwere to,be identified; and

\
o Akecifi the criteria, by which- educati nally

depri,yed children were to be selected to r eive
Title I.Seriiicest

The. auditors concluded that the State had initiat,,e, reviewed

t.and approved a project proposal designed to meet thp general

n=eeds of its public education system by providii kindergarten

equipment and classrooms to schools that lacked these

services. The State maintained that the construction project

9

1.9

I
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was' allowable since Title I funds be used for general

'upgrading of the school system.
..

The auditors recommended that the State repay $2.1 million'to
, .

,:ED and ,establish controls to assure that future Title L

applications contain documentation demohstrating compliance

with Federal regulations

c. Federal Share of Cost Overstated by $1.1 Million

An audit in one State disclosed significant inaccuracies in

the State's Title I financial status report pertaining to the

Federal share of Title I outlays, for one fiscal year. The

auditors found that the Federal share of the State's Title I

costs, were overstated by
0

$1.1 million. Overstatements were

attributable to:

o duplicate billings,'

o unallowable reserve for,coritingencies,

-o unpaid obligations that Were overstated,

o salary Charges that should have been paid from the
State's own funds,

charges not reduced to offset credits, and4

o overstatement of tndirect costs.
, e .

The auditors recommended that the State repay $1.1 million to

ED and make procedural. changes -to' improve the State's

financial accounting system.
e

.
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ir . Contracts and DiscretionarV GrantS
,.

t.

ED annually awards approximatly 11,.80.0,discretidnary grants

and 1,300 contracts-totalling about. $1.3 billion. The awards
0are. made .to ' State. .and local governments, ;educational

institutions and -profit and non'torofit ,organizations' for a4

variety of educational sermic6
;. "Within the Department,

orepponsibility "if9r awarding discretionary grants and

contracts rests with the 'office of P6SCurement and Assistance

Management. The OIG provides a variety of contract and grant

audit services to the Department, 'including audits of cost
,

. .

proposalsand contract closing statements.

During this regorting pet-iod, OIG.tisSued or processed 78

contract and. grant_audit reportsz_that questioned costs

,amounting to about $63.8,000 and identified otential contract
,

.
.cost avoidance of over $2 million. These audi, ts continue to

. ----

be 'effective in identifying potential waste and, .abusein the

Department's procurement activities. , 4.

;
--,

*
.

c...,_.

rReprts on audits of' cost TIoposals are advisory. dn.hature.
.i _

.

, ,

HoWever, they are extremely impoftant because they serve tov
, . . , ,,.' ... .

4.:asgist th9rDepartment in final,.iegotiations. with coftractors
. .

bys
..

., t. . ..:identifying areas 'for ,potential cost :'savings. The

following is an example of an overstated cost proposal:

.A contractor submitted a .propoahl Of $4.5million to
proVide keypunch services_for the Basic Educational
OpPoritunity Grant program. Waudit of. this cost
proposar disclosed that 'the, contraCtor's 'actual
costs to provide these services Would amount to only.

.

v1.

11=

.
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,.. e , ' . , ,- : 42., .

.
._ ,. .,- 13.5_ miaion. 't.. Auditors.reccimmended that the $4.5

. Tnill,:ion'proPosal be red.uced by $11.0 million. Final
- contract negotiationewee held with the contractor

on JanUary 27,,-1981. ' The ;Depdrtmerit reduced the
contractor 's proposal by $551,01:10'.::': ..-.

' - ,,Vii*, 0 4
.. -5. Internal Audits - -'1 , '

,
..- ca .0 t;,,, .-...

..,-,Audits of DefPartnient41 aperations continue` to be an OIGIIprior-
:-.

' ity. The OIG initiated -a 'number of.isit:tern/al,audj.ts during
....-

, . .this period. One of the .internalaudtt reports. , issued,
.:- . ,;,--1. .,

"Review of Control over Paymdntsi Department Q Educations"
el

, D .
- .'ir go! . :

.is described below.
.,1,c` .. r .. ef i , ',...

,

.:1 . `'t..
e

0 review o f the
i

Department's nt. ro ],v Over. $2. 5 b#.illiOn o:f
:C 4 0

, , , T1 ', it . ,
idirect payments to, contractorS:,,,aricl: ;grantetd- ideAg11.00

f . . . .x? . .
. ) \ 14:,t.

internal- control veakmedses that reslted in overpayments to,
, .

-.1 ,jrr.Z. .. 4:, '''.1 1 rgrantees, Ioss,-crof., conitt.:51. wet.- appx4priation balances, and --N,
Rb

. _Atd- '0 '0 e '
created a.,' strong p9tgri:tilal faio losses ;due tci. fratid. 4The

_ .-.....
.. ,,.....

report alto identifiods. Wia'alcnesses-in the -automated accounting.
. - , . L'..:

con
-- .

records that dontributecVto, these conditions and dismissed the
. . .

. i ,eed for improved internal .controls kncluding 'the separation. _ .' .:i.. -. ,
..... -duties in the Payment prode. s mOre, frequent report.

.
-

, -,,, , , 0
v "' .

preparation, and,_physical security over fiscal documents andto _

negotiable receipts. ,

..,.
-...

More specifically, the. review showed, that the Department doles,. .

note its computer iz ed acccur itips system to ,i COn. r Or
"-k , 11 I

.1

driburs ents but, rather re 'e almost entirely on manual.
.- 1,- '' .....-/processes and the integrityntity oi its employees to assureegr

propriety of paymenti-. It -does not. rely on it tomated,
.

system because. adequote controls have n,cit beenestablished_to
.

. .

'4
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assure that all payment transactions are entered. For
....71 0..

example, at least $105 million of payients made in one fiscal

year bad note, been recorded in the accounting system.' In.., . . ..k

several cases, payments' had been .entered twice, causing an

overstatement of -certain accounts. In addition, wide

discrepanbi existed between data recorded'-\n the ED

Iautomated system and the Treasury. Department's appropriation
..

.

accounts. For example, in May 1979 one appropriation account
r

(based on Treasury records) reflected a $111 million
0

/ .cre.

overdisbursement while ,ED's automated system showed a $192

million cash sbalance for the same appropriation., The

.Department adjusted this discrepancy .by properly
.

. 4 , 1 ,

.

tributinhe difference to other appropriations.

4

The Acting Assistant Sec'eetary for Management concurred in 4%.

assessment of'the Department's financial management sysPrit,

and. agreed to implement either the recommendations, or

proposed acceptable alternate actions bohich satisified the

intent of the recommendations. If properly IMPlemented, these

actibnS should coerect the deficiencies noted in our report.
.

, -

Q. AUDIT RESOLUTION
,\4.

4,

Our prior annual report noted at the Department gan

operatiOns with:la significant backlog of unresolved audits and,
.

.. , , .

W.that this proem has and will con- t4.nue to becoMe even greater

because of new regulatices requiring biennial audits in major,.

ED programs-, Since then, the'OIG 'has worked closely with ED

,managers to resolve this problem. As first step the IGpro-
A,-'

a ."
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posed that the - Department establish a formal audit resolution

_system..

This proposal was a rovedby the Secretary of Education,-and

the Inspector Gener 1 is currently working .311 the Dephrtpental

instructions to implement the system. As currently envisioned

4"-the system will:

6

o Identify and quickly bring 'to top management's
attention any major problems. disclosed in audit
findings;

.

o Establish a process to assure -that audit
recommendatar are implemented, quickly; and

o Make managers responsible for implementation" of .

,au slit recommendations. /

In addition, the Secretary has designated the Under Secretaiy.

to serve as the Depar'tment's 'focal point fdr assuring that

recommendations contained in Inspector General and -U.S.

General Accounting Office. audit reports are,followed up and

resolved in a timely manner.

Congress and the U.S. General Accounting Office have recently

criticized Federal agepcies for (their poor' penfonmance in
'

resolving audits. These studie' as well as our own analysis

of.the problem within ED, undersc

systematic approach to audit"rso ution.

During the 'last six nths, .a tOt 1 of.2,761 audit 'reports_

were issued or,procrsed,compared to 1,718 reports lir-the

previous six rcinth period. Of this n mber, 2,031 required or

re the,need for'a strong and

o

will require corrective action by gram:managers. Audit

4

14



resolution activity' for the period, by

offices,, is shown in the fallowing table.

Action
Office

Postsecondary
Eddcation

Procurement
- and Assista
Management
Elementary and
Secondary
Education
Special Educa-
tion and,
RehabWtative
ServibeS

Vocational and
Adult Education
Educational
Research and
Improvement,

National,
Institute of
Education
TOTAL

I

4

esponsible

AUDIT RESOLUTION ACTIVITY

OCTOBER 1, 1980 to MARCH 31i 1981

action

Unresolved
Audits on
tinci at
10/1/80

.Audits
,Issued
This
Period

4

Addits
, Closed
This
Period

Unresolved,
Audits on
Hand at
3/31/81

V,379
e

138

1,914

78

957

,58

2,336

4 158

6 9 1 X14

9, '9 11

12 1 5 8

3 0 0
Ar

18 20 33 a '5
'1 565 2,031 -2,535

As shown, the number Hof unresolved audits on'han0 at the-end
°

of 'this reporting period, increased dramatically -7 more than

62 percent over the prior period. Continued groWth in the
. V -

number' of unresolved audits on hand is ected to continue .,
,

the increasing number of tudits eing issued orbecause of

processed.

``.

The significance of the increase compared:to the
4

.



status during the previous seven month period .is reflected

the - following trend chart.

M_ ONTHLY COMPARISON .

OF-AUDITS 1SSUED/PROCESSED vs. AUDITS CLOSED

.1-

in
411,

, 4

Audits Issued/Processed
mu" Audits Closed
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Iw
1-
23

ec 450
-,o
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taJ
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I 1:
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f '11

..

Unless the trend shown abdve ia reversed, the Department-win

e unable to comply with the recent legiblative.reguirement,
0'

that,, all audits be closed Within Six months.

A O'ro 1 'of unresolved audits by age group is given in the

1:01111.1:;WAn diagram. -The 2,35 unresolved audits ave
0-;,,

A
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. .

questioned costs amounting to.$68 million. Inl-lt,indem, these
SzA 4'

.

..4.. "
.. `.

two graphs illustrate the rapid 'increase in the, number and. . .
,

.

rate of audit fepoxts-issued or processed, and the failure to

, match the increases with audit.closeopts. 2f additional

attention not'focused'on this Matter, We anticipate that
. .

trend ,will continue and thg.tie number of audits over/.
4.

six months old will ,increase as well:

-41 .

UntetaVed Audits

1700- Ouestioriet1 Costs

129,759

28,000

7-201000
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1. Recovery of Questioned Costs

Of the 1,061 auclit reports closed this period, (See .page 15)

442 iBilolied monetary findings vhich questioned' costs

totalling over $33.1 million.

Program managers sustained $7.6 million in que'stioned costs

and identified an additional $1.2 million in disallowances.

.0f.this amdunt,,$2.6 million has already been collected and

the remaining '$6.2 million has been marked for '?ecovery

through establishment of accounts receivable, or offsets

against grantee accounts. Of the remaining $25.5 million in

questioned costs, $19.5 million was subseqUently allowed after

the grantee prOvided supporting documentation. Vie remaining

.-$6 million was not.sustained.

0%.1,---:

E. STATUS OF PRIOR AUDIT RECOMMENDATIONS

. %,

The status of significant recommendations includedin ()Ur

first semi - annual repbrt, covering th2 period April 1, 1980

through September 30, 1980, is shown below. Management has
1,

generally been responsive to,,,our'recommendations-.., Howeve,

the matters reported below recdmplex, involve large amounts -.

of quetioned costs-,.and require action at- the grantee level.-

.. /
-Rebolution.. and recovery of the funds for these cases is

continuing, and will be monitored by the 01G.
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1. Vocational Rehabilitation

a. Ineligible. Program Costs (page'14 prior report)

An audit of vocational rehabilitation services in one State
-,

disclosed that services provided at seven State institutions

did not meet Federal requireMents because: (1) the State did

not control the programs provided by the institutions; (2) the

services or patterns cif,servfces provided were not new; and

00 the services would have been provided without the

-cooperatiye Vocational RehabrIft!ation prograM.

We recommended that 'the ,State refund $949,60,0 to the
,N

Department and assure that FederaL reiguirements.be met inth

future.

IS;atus.

findings

a

Atheiligh 'Departmental officials agreed with OIG'.s

and'

recommendations and are pursuing this matter,

re'doiery of the .$949,000'has not. been affected,.

. b. Processing' & Control. of Vocational Rehabilitation

Checks:(Pdge 14 prior report)

Ahother.audit disclosed that vikt4lly all responsibility for

authorizing,. preparing, and ;deliiiering maintenance 'and

transportation checks :'to. clients (about 50,000 checks,

totalling $4 million)' was vested .with' the program counselors

without adequate safeguards- to enure the 'integrity of .

disbursed' Rinds. i

. 29
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We recommended a number of specific internal controls to

'assure proper issuance and control of vocational

rehabilitation checks administered.:by the State agency.
..

Status. Departmental Officials.. have not' resolved the
. :

recommendations. contained in this report, but are continuing
. .

. .;
their efforts with the StVe

,
to correct the deficiencies'

noted. -1

2. Elementary and Secondary Education - Title I (page 15

prior report)
r

Reviews of approximately $264 million of program expenditures

in two States disclosed thatithe States had used Title./ funds

for- ineligible projects and for services at schools not

eligible for Title I assistance.
.

In our udit report of July 1980 and September 1980, we

recommen d'tliat $4.4 million be returned to the'DeBartment

- and'thae the State agencies involved improve their procedures
,

for approving and ,monitoring Title I projects.

,o
-StatuST. Departmental efforts-to resolve these deficiencies

and recover the funds. are confinuing.
7 ^.

:..

t Z

An audit of ,vocational eddcation activities in 'one State
..-,

A

'
.

' .
y

disclosed that five local programs had charged unallowable
%

_
.

..- N

costs of $142,800. Some problems noted related to: improper

Vocational Education (Ivage 16 prior report)
"

< A

a

a

ft

4



find allocat ns,preparation of the State plan without local

participation, and failure of the State to use the required

ten percent reserve of funds exclusively for handicapped

individuals.

Status. Departmental officials concurred,With our findings

nd indicated they would seek recovery of- the $\42,800.

wever, final resolution of the matters contained in.the

report has not been completed.

4. Student Financial Assistance (page 17 prior report)

An audit of a college's administration Of Student Fuinancial

Assistance programs disclosed that the school had: (1) made.

awards to neligible students; (2) not docurvited ies

determinations of student financial needy. and ( -3) not

identified disbursements to specific Students.

As a result, an. estimated $440,0000 of $9.4 million

administered by the College had been improperly used and the

allowability of an additional $1.mil1ion was questioned.

Status.
,

.dependent upon the outcome of legal proceedings between El/and

,the college, the Departinent has taken some interim measures.

Although final resolution of these findings iS

In a letter dated ,tlanuary 16, 1981 thupepartment instructed
?

. the college to modify ,its 1979/80 award foi eEe College Work'

Study and Supplemental EduCation'Opportunity Grant'prograts by
ft

$201,000'and'$55,000, respectively. In addition; the college

was *instructed to repay $873,000 in National Direct Student

. 21 fl

O



Loan funds. I,n a letter .dated February. 13, 1981 the college

requesteda 60 day extension to provide time to examine the

Department's calculation of loan prdgram adjustments and to

prepare-a reply t8 the Department.

F. CONGRESSIONAL AND OMB INITIATIVES

Inceeased emphasis at all levels of Government on the problems
A

of fraud, waste and,mismanagement in Federal programs sand

operations has generated .many new initiatives which will

affect OIG operations.

These initiatives direct and, .in some cases, legislatively

mandate that'Inespectors General intensify and expand audit
.1 .

coverage and oversight_-111 specific areas. Included among

these are debt" collection, contracting, year-end spending,

,

-internal controls, and implementation' of the single audit

concept for State and local governments. the major thrust of
,/ .

all these initiatives is generally directed toward preventing

and detecting fraud and abuse, and ensuring, that governmnt

program6 and operations ape: being properly, controlled and

_ carried out in an efficient, and economical manner.

The'thrust of the initiatives ''also makes it clear that the

highest levels of Govern* are looking to the operations of

ehe various .Inspectors General as a sigiiificant fofice

combatting and preventing fraud, abuse, and mismanagement.

We fully. endorse

initiatives

the, intent. and

and wek have taic tn'`a number, of positive steps to
,..: . c

objectives of these

meet these.` new responsibilities.



1. Senate Committee Requests

The Senate Committee report on the Supplemental Appropriations

and ReScission Bill of 1980 included language which directs
1

that the. OIG `report on actions.taken by the Department to

.'improve debt collection, and to include in our semi-annual

report a summary of the total amoun ts due, overdue, and

. written off as uncollectible during the reporting. period. The

Committee report also directs that we submit to Congress an

evaluation of the Department's progress ,in . instituting

effective management control's and improvin g the accuracy and

completeness of data provided to the Federal Procurement Data

System. rn response to these requests, we\have obtained

information from the Office of Financial Management showing

the of the amouriVof debts outstanding, overdue, and

written off by the Department. This information is shown in

Appendix 2. We also plan to perform, in the near future, an

in-depth audit of debt collection policies, procedures and

practices used by the Department to record, bi14 collect and

wr to of amounts due. We have also initiated a review of'

'consulting eervices,contracts to determine whether specific

consulting service con/tracts and_othet contracts were properly.

dategorized'and accurately report to the Federal Procurement

Data'System. The audit is being accomplished in accordance

',with <government wide guidelines prepared by a joint OIG task

group.

23
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In a report by the Senate Subcommittee on ,Oversight of

Government Management, Committee on Govermental, Affairs, we

were requested to make periodic reports on the efficacy of the
0

Department's plan to improve competition in Government

procurement and, to conduct hover the next two fiscal years

thorough and vigorous audits of year-end contract obligations.
.

x

In response to this request, we are currently performing a

review of year-end procuirements. During the review,'we will

examine procurement awards made dufing thL last quarter of
y

Fiscal Year 1980 to determine whether )Adequate lead time
.: .. . L

existed, competitive practices were followed, contract files

were properly documented, the need for services was adequately

justified and whether the proper fund certification procedures

were followed..

The audit will encompass a review,of 49 new contracts awarded

in Fiscal Year 1,80 .totalling about $11 million and 34

contract modifications to existing contracts totalling about

$9.5 millibn affecting contracts awarded in prior fiscal

years.

2. SIngle-,,Audit'Concelit-

Attachment 1° to Office of Managemebt and BUdget Circular A-102.

/
requires State apd local govetnments receiving Federal grant

fUnds, to have independent financial and compliance audits
, I

performed of their operations at least once every two years.

The Attachment providesffor designation df cognizant Federar
,

11'`

' \
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:)agencies with oversight responsibility ;these' non-Federal
.

audits,/ The AttChment also directs Federal departments, and
. .

agencies, to improve 'audit coordination, and.to,increase their
--r _

reliance on audits made.by Stateor laical governments.,

The Office of nagement and Budget has depignated the'OIG in

ED'as the Cogn zante audit 'agency for'mO.r1 than 5O "State

agencies, consi timg: of "State Education and Vocational

6ehabilitation agencies and Commissions for .the. Blind. We

will also quite likely be designa5d-the cognizant agency for #

all .16,000 school districts. Audit cognizance

respons]bi kiities inclUdee mang quality assessment reviews -

of the work non-federal audit organizations; ensuring that

all reports received, reviewed; and distributed to

. appropriate Federal a d' State officials; maintaining a follow-,
,,

,,,a.

. /up :system on ati`dit findings; and ilforming ,other audit

-agencies of irregularities uncovered. ..

The OIG has been aggressive in implemeVng the prOvisions of

A -102,' Attachment P. a 4.rst 'step toward meeting these

reqUirements, all Regional Inspectors General'Ior Audit have

-'been directed to visit state Education;AgencieS to familarize

a, +

them with the requirements of Attachment P. The Regional.

.Inspectors General have also been dired.tedto provide prompt

assistance to State Education implementing these

new procedures.,

,

Additionally,, the_ OIG is providing guidance and technical

several State- Eduqation Agencies.Independentassistance to
-

4
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Public Accounting firms and State audit or.ganizations which

are conducting pilot audits or leielopihg audit_ program's

designed 'to satisfy A-102 aueit rvui-rementstiealsoplan to

work closely with Departmental offiaials to ensure that the

new audit requirements are incorporate4 to their'grant award

_systems. During this period we have p cessed;06 audit

reports prepared by Iridependent Public. 'Accountants- in

accordance with the A-102'requirements. Our efforts to
,, . i

.

. .
, 7,,

implement Attachment P will Continue to .be a hlgh pribrity.
* ,

".

3. Internal Controls

.-.

The U.S. General Accounting Office has reportedand testified

before CongreSsional Committees that the lack'pf adequate
,

internal' controls has been the ,most
,

important fador
.

.,. -
contributing to fraud and waste :in the Federal government.

(aCongress, recog izfng the n d for

e-
-6v

tmprovement in.internal

control systems, has proposed Oslation.whiohVOUld require
u -

agency heads to report annually, to-. the President on the

adequacy of their,agencyis inteina1 accounting and'' control
IP,:

r

systems:
,

Concerns about the adequacy of in4inal controls has alsoobeeh
6

expressed by the Office of.:Management and Buddet. As a
. :

'result, that/Office has issued ,a drafty .cii.culdr., providing

. v

policy guidance: the develdpment, implementation and review_

of, internal cor ol. The circular would require Inspectors

. .

_ .

-1
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General to review internal control directives, systems and

regulations, monitor compliance and provide 'advice to agency

heads.

This high level emphasis on improving internal control systems.

will continue to affect our audit activities. If adopted, the

draft circular would require per iodic internal' its to

-ensure the effectiveness of control 's y stems in ED. The

circular Would alSo require us to perform- vulnerability

assessments and risk analyses for each agency component at

least each 5 years. The legislative proposal, if passed, will

also impact on OIG-activity. OIG audit's of internal control

systems would provide informition contributing to the agency's

assessment of its accounting and administrative controls.

4
Since the inception of the OIG in May 1980, we have placed

priority on alloCating staff resources to perform internal/

.audits of ED's accounting and administrative control tystems.

These audits have been directed towards determining whether ED

internal. controls are adequateL in concept, effective in

_application and successful in providing

data,'

4. -Congressional Requests

accurate rand. useful

The currentremphasis on the elimination of fraud, waste and

misManagptent in government- programs ..and operations has
fi. ', .

46n rated numerous requepts from Congressional' sources.

During the last six month period, we have received and
.. .

.

,
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responded to 25 requests for audit and inve tfgation reports

or,information on many of the Departments ma or programs. We

also redpdhded to 'a detailed questionnal e which' sought

recommendations on howto improve financial an administrative

jactivities throtighout the F ral goVernment.

"4.

1'
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SECTION II

INVESTIGATION ACTIVITIES

A: INTRODUCTION

This 'section of the 'report provides an overview of the

investigation activities during this reporting period. It ,in-

cludes statistical data pertaining to investigations, results

iof' nvestigations, and highlights of cases referredt--for

p osecution or ,administrative ,actiOn. 4 The :section also
4.
includes an update of significant cases :previously reported,,

.

and a discussion of oUr:proaCtive initiatives.

B. .INVESTIGATION-STATISTICS AND ANALYSES

The number of cases under active investigation has increased,

since the last,reporting'period. Cases which had been carried

41i'a "backlog" status have been converted to "active" acid

uceiwedinvestigative attention. PlanT of these cages .were
t_l_.-J

holdovers from the former Office of Education's Division of;
, .

pom6liance and have; beeri closed for lack of criminal potential

-and`; .where-appropriatte, forwarded to' prograt ,offices for

administrative action.

1.
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Sugary (eta on the number of cases opened, closed and pending

as of March 31, 1981.follows:
.

Cases pending Septembe30, 1980. 153

Cases opened this period

Cases closed this: period.

C.ses pending Ma chL3 19.81
Q

220

124-
,

249

The case-workload depicted above was analyzed to' determine:

(1)- program areas generating the greatest number of investiga-

'tion cases; (2) patterns`of alleged violations; and (3) major

sources of allegations:.!

As in7-the last report -a-majority of investigations continue to

involve Student Financial AsSistance programs:, However, an

fickeasing proportion of ouiinvestigative workload involves

other program areas. This direct result'of the Inspector

Genewl'sm emphasis, on Comprehen ivev coverage, of . the

4,

Department's operations and programs. During the period ended

September 30, 1980, OIG investigaeions.affected a' otal of 19
4

peogeams.41 Cases which were opened during the current period

affected 36 different programs. The chart below'includes -a

non-program specificCategory (General Misuse of Funda. Thid

is the most. rapidly growing area of investigations. These'.
v11,

.
.

cases include misconduct or- abuse of Federal 'funds, by

Departmental employees or recipients of.awards and grants.
-

4 Y.



.DEPAIiTIViENTALPROGRAMS- iNVOLNED'IN CASES :OPENED

2.55%

444

Cases °permit Between. 101/80 and 3/31/8

Cases Opened Between 5/1/80 and 9/30/80

.

lilEOG .GSI.P 'NDSL , SEOG 'General CWS . -Other .
.Misuse

, of Funds .

'*Data not available. .
,

, ,
NOTE:- The'tofal..of al percentages exceeds 100 percent because many cases

Involve more than' one program. The figures indicate the perCintage of
`cases involving a particularviogram. ,- .

.,-- ...

Basic Educational..0iiPortunity -.Grant'
Guaranteed Student Loan , .

National Ditebt 'Student Loan I--
Supplemental-Educational Opportunity Grant
-College Work Study .
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There are, approximately 150. distinct programs being

administered 6y the Departmeht. As we diversify our

invest,igat4ve"efforts', we expebt our caseload to involve many

adelitionaL education programs.
C

Most cases involve alleged violations of several criminal

, statutes. The fbilbwing list shows the' incidence of possible

violations.among the 220 cases initiated du'r'ing this reporting

period.

e.4

. ,

. .

ALLEGED CRIMINAL VIOLATIONS
-4...

NUrper,of Cases
Descri,, ption in hick Alleged Percentage

'False StAtements / '154
. .

37
, ..

'

Fraud sing the U.S *Us,
eleghOne, telegrap 'or

- 41.§e'nemescr.addresses
.

69 s16
...

. /
imbezZlement and failure I -

to account, for publiC
funds .-

-,,,.,
.

'Student financial aid
, fraud

False claims ind,demailds
paymen,t,.of public

funds

Bank fraud-credit
-information

:..Conspirecy to defraud
the U -. S:

Bribery of-a Rublic
4fficial'and'confliCt

.of interest

Other Eederal-or local
,:'statutory: violations`

46 ' 11.

-40 9

35 8

23,: : .
6

*

. 16 4

12

6

SI

32



Allegations which ,lead to OIG investigations reach. the
-)

Inspector General from; many sources. Comparing the:cases

initiated during this period with those opened during the pre-,

vious period, by source of allegations, discloses the

following:

.

,

SOURCES OF ALLEGATIONS FOR CASES OPENED
-

intradehrtniental
Referrals
9 .

Other Federal
Agepcies

Official Sphool
Referrals

19%

Citizen Complainti

Student Complaints I..
t School. Employee

Whistle "Blowers

State Agen,cy,
Referrals

Student to n
LInding InstitUtiods-

.FlOt1 li*Aiiiny- I

.",nlouS Allegations .*,

OIG AnditAeferrals

Other Sources

4%

18%

10% (from S sources)

*Data-not available:
'Cases Opened 10/1/80 - 301/81
Cases Opened 5/4/80,- 900/.80

30%

r

S.



71

C. INVESTIGATION RESULTS

'During.ttis report. period, ten cases which were investigated

by 0,IG were accepted 'fo. prosecution` by, United States

Attorney's. -Prosecution *vias decliAbd in 'twenty-two other

.:cases.:

In addition, OIG activities culminated in the indictment of
. ,

five subjects .(individuals or entitites),- and convi tion of
-

twelve subjects. Three defendants were fined a total of
.4

$2,500 and five defendants were sentenced either to
L.

incarceration or a. period 1of probation. Several convicted

subjects have not yet'been sentence&

.

Highlights Of'the more significant matters referred to U.S.

'Attorneys during this period ate briefly described below, //-

An offidlal for a local school district has admitted
submitting false claims and -embezzling' Federal,
funds. The official was a's4laried employee of.a,
Federally funded Emergency School Aid-Act. pilot-
grant. The caSp has been accepted by the U.S.
Attorney for,prosecutiow.,

A-CoOperative investigation by the OIG and another
ederal . investigative agenCy has uncovered a

k-4,aback',.:sqhme opetated byva school financialaid
OfficeraOlho' demanded 10%-of any Guaranteed' Student
Loan monies a student received. The aid officer, in
return,fdt the kickback, instructed the student loah

loan ica'-tionb
and recommended Certain%enders.

o In February 1981 a Case againSt. an' individual
student :was -addepted for ....P.r0.4e*cption'01; a

case is noteworthy because over a
four year peeiod-the individual used fictitious
names and Social security *numbers to enroll in a
number ,'16f Sohoo4s and- Obtained Eabic Edubational.

44



' Opportunity Grant and Federal Insured Student Loan
funds from. each school..

o A Federal Grand Jdry returned a twenty count indict-
ment against an individual for committing fraud in
the Guaranteed Student Loan ptogrem. The defendant
used fictitious names, social -security numbers and
birth dates to obtain numerous loans from program
,lenders. In a related case, a confederate was later
indicted on similar charges.

o A case against an individual was accepted for
prosecution by a U.S. Attorney during March 19'81.
The case involved the Basic Educational Opportunity
Grant 'program Alternate Disbursement System,
whereby the student receives a form in the mail
which is completed by the school and mailed batk to

. the Department. In this case,the individual was no
longer-a student and falsified the school.certifica-
tion to-receive payment.

o During December 1980, a Federal Grand Jury returned
an indictment for embezzlement in connection with
the 'N 'ational ,Ditect- Student loan program. The
defendant operated a student 'pdyment collection
service ftr a group of client sch8ols. Although a
major portion of the, payments colleCted were Federal
funds to be loaned.to other,studenthe.indictment
charges that they'were diverted for pe sdnal use and
not reported' to the client schools..

o' The ,OIG is cooperating, With another e eral agency
in the investigation of a financial, rganization
which uped non - existent' Guatanteed St dent Loan
promissory notes as collateral for mu timillion
dollar loans. The case has resulted in'a, 27 count
indictment at is scheduled for trial dun]. g 1981.

it.- Update of Previously Reported Investigtatioris.'

OuL first Semi-Annual GReportf mentioned4wo cases in which

indictments were returned by' Federal Grand Juries. Those

matters have since been concluded.

/
o Both ga husband and wife were conicted for /student

financial' assistance program fraud;. She wqworking
in the -financial aid office of an edUcational
institution and,-he,,was applying'for\- finanpial aid to
attend the deme_school, She was Cited,b-the court
for abuding her position to facilt,t4t4 the cries
and sentenced to one ye "r itpridonment and 3 years

_4_



The husband-was- sentenced-to- 3 -mOpths
imprisonment and 4 years probation.

o An individual has,been fined $50 'aria received a two
year Suspended sentence for falsifying applications
for student aid funds. .

2. Highlights -of Matters , Referred for Administrative

Action.,

In cases where deemed appropriate, it is the policy of the
Inspector-General to refer matters to proper Departmental
:_officia:10,f necessary administrative. or .personnel action.

Wher- disciplinary action is believed necessary, the Inspector

General may ,r commend such action to the appropriate official.

the_ ifollowing are exaftiPle# .'of cases which resulted. in

administrative referral thiring this reporting period:
7,..:

p

9..
..:... .9

, ...
.%

.

......
o, A comprehensive investigation established the.,

_falsfication of titaveL reimburSement Claims by an 0

einployee. AlthotiO -AO* U:S. Attainet declined to
- ,,-,:,.criminally. ,prosectits ,,_ the___Mattsr,, ri DePartrriental_

: ,` managers .`disCharged., the employee .-.!Ond. tightened
reimbursement prddedUres- asa directrethiat of .

. investigation-andte-commendatiOni-
-4-, ,...

--L.,o , A.--.proprietary -school manager, ,used,...an--authorizatiOn .
letter for .Basic Grant funding, joST-6611-a-teral for at
pglir.Onal "ban.\-- -'"A'4.er -% he. had. defaulted on, the
PqrsOnal loan- and: disappearedY:the . bank :recovered
their loan, by .1-6vying on the prhceedS of the , Basic
Educational .9pportu,nity .Grant . 'accounts:. _''Since.
these funds ,are=--'Federal monies until paid to
indiVidual 'Otudents,,' OIG initiated. .recovery of the

-,-;----fundsfrom,---the- '. bake thrOugh' appropriate
:Departmental ,officials.. .

a -

t . , ' C. :.

,\ , = . : :
.

. r
i'!'iri, kit.etyial, investigation Of possible abuse of a

.
credit .!bureau, computer' .terminal by a Claims and,

---!CoiieCtions---.7emplOy.ee--Thas id.entified- ----weaknesses- in
control- and security ofof= credit inforMation. The

ristiec;tt.:ir -deneraVS- recommendations to regional
management re'sultd in the implementation of
4reat,er control. and,, Security, safeguards:. ...-

1



D, PROACTIVE_ INVESTIGATIVE .EFFORTS.

. -

In-keeping with-the spirit and intent of the Inspector General

Act, the OIG investigation staff has initiated a number of

proactive type. investigations, "Particularly in cooperation

with other agencies. These efforts are beginning to show

significant promise and will play an important role in our

tuture_operations:

The following typify these initiatives.

. o Liaison efforts with the Department of Interior,
Bureau of Indian Affairs have identified areas of,.

,_mutual_interest .that are vulnerable to abuse of
Federal funds Indian adult education programs are
fudded by the Bureau of ,Indian Affairs anti this
Department. .Aieas 'of overlapping or duplicate
programs will be examined.

o Proactive investigationshave been initiated in
cooperation with the Immigration and Naturalization.
Skrvice to identify ineligible foreijnlstudents
receiving student financial aid fOr attendance.at
U.S. educational institutiops. A 'gents from the
agency are assi-s-ting--ds-eb j.dentify schools. with

concentrations ofsuch students;

I:.

A



SEC11370N III

. FRAUD CONTROL ACTIVITIES

During this reporting period, the OIG -began assessing the

Department's vulnerability to mismanagement and fraud: We

'continued the operation of the:. ED complaint cdnte, and

started an employee awareness pr,ogram to educate ED staff to

the
If

potential for fraud, waste .andAmismanagement. We alio
41.

*c,

develd'ped a plan to perform vulnerSlality assessments of high

dollan programs within. the Mppartment.. r.

COMPLAINT -CENTER

.gli.nce the complaint center was- establiihed on August 4, 1980,

we have, received a -total of 80 complaints, including 36

referred by the U.S. 'general Accounting Office. The table on
/:

_ / . .

the following page,,iummariies the :complaints by organilational

4



COMPLAINT CENTER -,

-COMPLAINfig,.',BEtEIVED
. ,4-e .,

REFERRED TO CLOSED BY
........... ,..

-:'., ---t PROGRAM,'
'.OFFICE :NUMBER OIG OFFICE .

:Office Of Managemerit 11' ,. 7 4 '
office".Of Elementary .

.. &.S0Condary Education 10 5 , 5 i,

Off-ice of Postae'condary
Zdudation )- 28 '''14 1;' ',14-

. ...
A , ,,

Offi0e-Of Educational , tl .

'i'eOearch"-& .. ,
,.improvement , 5' 3
offiae 'of Vocational , .

& AdOit Educatioh 3 ri ,3
Office of. Special.'

Education St'
Rehabilitative
SerVices -A '.

_Off:i0e: ;for- Civil
":Rights : 2".,

.:Officfe; 20*.-0i,ilogu.4
Education :,,:144.nbr,ity
;tin* a.6'e ,Atfakks... ..... . , ..
9,01ef...

TOTALS

1 1.
-.2 4 I
43* -.. -37-

' PROGRAM
OIG 'OFFICE

5 3

'2 1.
. .--

..9 8

J. 1
2 4

23, -, 23

1.

OPEN
CASES .

3

'11

.1

3

.4

'0
.0

4-.,6

- . ..

*Of .the 4:3 cases. referred .tQ the OIG., 30 were -refereed' to audit or
inVettigatidh, :111'cl 'the rema'inin4 cases were` 'closed. after" review.. ,

;. i ",:r,- '
. ..

lOf the -48 doMPlai.nts Cliiit
- -

ed, ten We're- ubstantiated in whole
C. 4.' ; ,

'Otj:n 'i.#'t:/.. 4z,SOme examples 'of substantiated'cominaints 'fo4llow:p0 :funds_ by 'aooil
*potec11;e,approxipatelymi`d

`50 of
1;thete-,f0h0.;-haA

used to pay
00*Aao, :441044-: .included ,in
t;h4,:aspitirOS,Clgr-a4,,;biicl)iat.-:, 'Out ,off ice of TAudit. sub-

aricl reO:ornmended .

46.0###*; '06k k i.CL4s4 The
:.00000,40411 called 41,4*06*$1!**,ii.A* 'OeSOlittiOn-7o-f-tbe,

contracting. Offlci.al As ,continuing,. In



40.

e

addition, the schooll was advised to" remise
salary distributiqn System in order ensure more
effective use of Federal funds in ';the future. The
school has Complied with this recOMmendation

o 7s.n anonymous employee !complained' of riepdtism" in ,one
of ED's offices.. The .ca]cler -alleged .that' a
supervisor in the-office hired. two'cl'ose.eelatives-
Bor permanent postions without advertisement Or
competition. An investigation was-conducted by the
Division of Personnel Investigations and Appeals.
As a result' of the:. invesigation, one of the
relatives hired resigned' fiom. the Federal-
Government, Disciplinary -action; ag-ainst 'the ED'
hiring offiCial and the other-relatkve is pending.

'
Another complaint concernedciallegati ns,whlch'were
already under inVestigatibn. by '0I =Off ice q:of

Investigation, An'andnyMous-caIle reported.thati
supervisory employee was using. Sec ,tarAal staff to
type, reproduce, and- distribute'," work . which
pertained to the ,Subject'S...purault.ofi.a Master's.
Degree. The OIG invesigatidon-found the-aileTatiOng'
weretrue. The subject was suspended.without pay
for 14 days, and 'has been, further edVisecto make
restitution tp the D'ep'artment of'approorimately $500
to 'covert the costs' of secretarial time and
reproduction Mater4a1 s

.

",
, ,

B. EMPLOYEE AWARENESS'.,-
, -

4,P§ . - A.,

We a e alerting. ED .eMplOye4s ,ofther: responsibilities to
Or

report suspeCted fraud, waste and mismanagetent. In addition

to official' notices to indiliidua,l,employees and'. Assistant

Secretaries, the OIG prepared and' issued a ,pamphlet ent4led

"Introducing the Office of InSpetttor General-to-ED Emproyees."

Thisjamphlet explains pu'r apd'how"he complaiht

center can 'be used to report trucl, waste and 'mismanagement.

It also lists the national complaNt center"telephenavaumber,
i

.
: . 0 . - iHeadquarters Audit and Investigative -telephone numbersi and'' 4

0 '

12egional telephone- number's". . tify/are. also devel;Oping an
. . ,, /

.

employee awareness notice which sill cover employee misdonduct. ,

C

fi

0

$

t
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and _ethics. The puZpOse of thisInotice will be to heighten

employees' awareness of their ethical respong,ibilitie's by

reminding-them of relevant requirements, citing examples of

misconduct, and listing the penalties for violating standards
A

of conduct.

C. SPECIFIC PROJECTS

We have developed plans to assess the vulnerability of 'high

-°%

41,

11.

dollar programv within th Dep(artment. y We will review

existing reports (audits, vestigetions, program. reviews,

statistical progress reports) for patterns and trends which

may indicate opportunities for fraud, waste or mismanagement.

These patterns and trends will be analyzed to determine

whether related legislation, regulations, administrative

processes and internal controls are sufficient. These reviews

may make recommendations for management's cemsideration, or

suggest areas for audits and/or investigations.

Our initial project involves Student Financial Assistance pro-

-

grams. We are currently litrfo,rming, research, and collecting

and screening deports on this group of programs.



SECTION IV'

OTHER MATTERS

r

The following are several other End ters which have affected

OIG operations during the reporting period'.

A.. STAFFING

The bIG is working under time equivalent personnel

ceiling of 304 positions. Of. w e 304 authorized positions,

300 were filled as 'of Marc 31, 1981 and allocated-' as

,follows:

LOCA ON ANDNUMBER
OF Ot' BOARD STAFF

On Board

Washington
Additors -22
Investigators 19
'Other PrOfesSionals .20

-174-
TOTAL'Washington

Field
Audi ors ,
Itiestigators

141

5,
29

-225

0 163
.(

1. 5

3

0

Other,Professionals
LIPP9rt

TOTAL Field

-.Total Staffing.
,Auditors

11W,SSticjatOrs,..._ _

()tiler Professionals
80PiDr-t

TOTAL Staffing

-17



As reported _in, our first semi-annual ,r port, preliMinary

workload assessment indicatre that.we w uld need a, substantial

increase in"=our audit'and inv gativ staff. The magnitude

of our workloado coupled wit increas ng demands by Congress,

the Office of Management and-Budge r and the U.S.- General
40

Accounting Office makes it evident t at the current personnel

ceiling of 304 is tar below our act al needs.

The Department, has provided

ceiling from the Fiscal. Year 1981 level cif*30.4- to 335 in

Fiscal Year :1982.

some relief by increasing our

B. REVIEW 'OF LEGISLATION AND REGULATIONS ,

.

The 0,IG is required -to review existing and 'proposed

. ,

`legislation and regulations to assess their impact on the
I %

Department's activWes. Through theie assessmentsh_ the
11

Inspector General makes recommenda iona concerning the effect

of proposed rules on the e cti administration of the

Department's programs operation
. ,

Proposed rules are 'also

reviewed to determine their potential impact with respect to
, . ... .. , .

the prevention and detection of fraud and abuse.
11,

During the period from 9ctober 1,'1980 through March 31, 1981,,

we reviewed, six legislative propdsals and 168 proposed regula-

tions affecting ED and the OIG. Comments have been provided
,

officalsappropriate ED c
Ni

ials for incorporation n ED -

. *
regulations or Departmental comments qn legislation.

.... o'



D.

.3
4

,C. OFFICE OF PERSONNEL MANAGEMENT REVIEW OF ED

requiredThe ED Organization Act required that the Office of.Personnei
. '.4 '

I l: ) .

M
.

..A.-' .

Manageent,submit a report to Congregk on the new -D,epartment

.

by May A, rliiiv To meet this ,requiremeht, the 'office
7 ,

initiated an agencylevel review' of ED Headquarters and each

of the ten-Regional Offices which was designed to:

'o Compare mission..objectives" to accomeilhme6ts'and
9 work products;

o Identify significant successes' and shortfalls,4*nd tke

, principal cause- for each; and

,o Recommend improvementg fitir any identified personnel
managemeliot deficiencies.'

The Office of Personnel Management request4 the assistance of

he OIG in performance. of these.retiews, and auditors. from

Headquarters and each of our Regional Offices-were assigned to

its'review teams. Our-participation n"the review effort was

beneficial to the Office of Personnel. Manaqement'and' provided

our auditort with an opportunity to gather v luable audit

survey, information,fOr future OIG reviews.

D. ',SUBPOENAS ISSUED

The 'Inspector General is authorized' to issueadministritive
+ . . - . 4

subpoenas to-require the production of informatioli necessary

3 .'in the performance'of mandated responsibilities. During this
. . / t

reporting period, three'adininistrative subpoenas were issued
,

4 .

/44t'anfi fully complied with. No ,administrative subpoenas were
...%

issued during the pricrepoit/ig period.
.'%

/'< -
,, /

,/

10



.E, GENERAL ACCOUNTING OFFICE REPRTS

The OIG iSt the main control point for handling U.S. General
..

Agcounting .Office reports to ensure that (1) reports are

_,.properly distributed to respo ible tifficials,,.(2) replies are
.

made timely and accurately-eefledt the official position of

the :Department, And, (3) actions premised in response4to the

reports are tracked to.completion. 'Additionally, the OIG

maintains Continuous liaison with the General Accouting.

Office to keep informed of its,activifles.within gip and to

minimize any potential overlap in audit coverage.

OF INFORMATION

Section 5(a)() ovthe Act requires the Inspector General to

include in this..report a summary 'of any report 'made to the
.

Secretary whenever information.or assistance is unreasonably

refused or not provided.

The OIG has received support from top Departmental management
#

and has not been unreasonably refused or denied information or

assistance.

43

a
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.o. REPORTING REQUIREMENTS

Append x 11

14

The specific reporting requirements as prescribed in the.
Inspector General Act of 1978 are listed below. ,

SOURCE

INSPECTOR GENERAL ACT

Section 4(a)(2) Review or'
Legislation and Regulations

.Se6Tc1Z5(a)(1) Significant
Problems, Abuses, and
Deficiencies

Section 5(a)(2) -- Recommenda-
tions with Respect_to
Significant Problems, Abuses
and Deficiencies

Section 5(a)(3) -- Prior
Significant Recommendations

'Nof Yet implemented

SectLan 5(a)1(4) -- Matters
Referred to Prosecutive'
Authorities

Section 5(a)(5) and 6(b)(2) --
Summary of.Instances Where
Information was Refused

Section 5(a)(6) Listing' of
Audit Reportq.

LOCATION.IN REPOd

Section IV, Part B, Page 44
. 9

-40

Sectibn I, Part 'C; Page 4
Section II, Part C, "Pagt 34

Section I, 'Part C, Page

S'eation I Page 18

. Section II, Part C,. Page

A

Section IV,'Part F

440Pendix 3', Page 52

IF

rpm

Page 46

1

4

.s

Z

.4 7

9

Is

111

C

s

a



.%"1, "' 4

t

Z

.

Appendix 2
Page I..af 4

SCHEDULE-OF

ACCOUNTS RECBIIABLE
, .

Tice 'Srenater committee- on App optiations report on the
t.

Supplimental. Appropriations and ResCission Bill, 1980
4..

directqd the' Inspectors Gen ral to include in their semi-., .

annual reports a s
4P

e total amounts due their agency

or department, well as amqunts overdue, and amounts written

off as uncollectible -during the reporting period. The

following schedule\was provided by the 'Office of Financial

Managermant Tor inclusion in our. Semi-annual-report.

accounts receivable statistics have-not been audited by the

-

'.6

OM' and we are.-therefoee'unable tO attest to the accueacy, of
. - .

the data. provided.' '
0

1

/

S. -

SI

5'4



.:

er Type of Receivable
Csi

HIE - Audit Disallowances

ai
2. HUD =,t.oa as

Notes

040 - Accrued Int. Rec.
Pt

.4,

".' II. _School /Assistance in, .4.

Federally Affected Axias
g(iainten. '4 operation)

" . Receivable
Amount

4. Office of Financiil Managhent: .

Audit Disallowances
Program reviews
Negotiated Agreements
OverclaimedExpenditue:

Reports (DFAFS)
4 Unusedhashbalances

Reimb. for Adiain. Costs

Overpays'to Airlines (GTR.
. 'Travel Advahces

A.

158,630:75"

DEPARTMENT OF EDUCATION

SCHEDULE OF RECEIVABLES
AS OF MARCH 31, 1981

Amount, Overdue
(Over 30 Days)

$ 111,730.75

2,846,757',779.33 9,711,282.00
154,981,831.47
54,692,8472_3_

t 1

Witten Off As Uncollectible
Oct. 1 thru Hatch 31, 1981

(reserve e tablished -
no write ffs - loans 4
notes se ured)

Prepared By:
Office of Financial Management

Date: 4/22/81 -

Page 1 of 2

Action Taken or Being
Taken to Improve

See attached note A

See attached note B

6,318,945.82 6,318;§45.82 -0- See attached note C. -

6,059,624.75***. 4,327,345.53 * -0- See attached note D

4,501,932.13 ** 839,872.88 -0-
6,792,091.71 64,884.77 -o-

2,369,155.77 -0- -o-
202,422:60 202,422:00 -0-
'83,432.37 -0-

-0- -0-,49,117.88
308,500:00 206,812.91 -o-

A

6 Includes $947;981.00,in Aferais to the Justice Department for action,
4* Includes $713,676.53 pertaining r&bankruptcies and defaults

** *,Amounts hot included in itheduie for audit disallownances under appeal $63,249,061.12 4 .



.Type of Receivable

Office of'Student'Financial
Assistance

. ,

Federa14 Insured St4dent-Loans. $ 753,558,954.00(est)-

Federal Capital Contributions-14DSL 3,785,000,000.00 1/

Receivable
Amount

DEPARTMENT OF EDUCATION

.'SCHEDULE AF RECEIVABLES

AS OF MARCH 31, 1981

4mount Overdue
'(Over '30 days)

National DirectStudent Loans

Cuban Student inans

Law Enfortement_Education 122;568,203.62'

Ba.sic'Educationa1,600ortunity .

Grants

-215,000,000.00(est)

13,054,214.98

. -

Gisnd,MotaLIDepartment of Educ4ion

$599,639,954,00(est)

760,000:00(est)

209,000,000. st)

12,992,915.32

/
8,041,606.00

701,696.00(est)

$7,971,777,684.51 2/ : $852,159;468158-

WrittenOff As Uncollectible
Oct. 1 thru March 31, 1981

$6,931,530.00(est)

230,000.00(est)

-o-.
44,23ebb

-o-

$7,205,768.00

/ ?Consists-oLcashas insii,tutibnii.4eVOiviag-kunda as of 6/30/80.
,Jte^:rieict,:annUsl:repOrn,CislilalanceOir.:due:0,36/81.'

2 /1).64 ,inCindp,,aMounf'nnder.-61.-Guiranteed. agencies, amounts .11

3/31/8 Win:lint be'44ailableu4ttl,MaY, 1981. .

Page 2 of 2

Action Taken of -Being
Taken to Improve

Private contractors are
requested as collection

agents,
Legislation enacted 12/80
allows use of IRS skip trace
service.

-0 .1 I se

4%-



Note A

Appendix 2
Page 4 of 4

Attachment too

Department of Education-Schedule of Receivables
As of March 31. 1981

Action taken
a. Steps were taken to ensure that the Division receives all necessary documentation

relating to audit reports, audit clearance documents and final letters of
determination.

b. 'A system_was implemented to ensure demand letters are bent within thirty days.
c: Timely response to delltorsicommunication.

d. 'Developed a-system to age receivables.
e. Usage of IRS locator skip tracing to locate auditee when sufficient

address is not available.

Plans r

a. Final letters of determination informing auditee of financial adjuitments
will be sent by certified mail and questionaire regarding method 'of payment.

b. Evaluation of:quarterlyreceivabltg due and reCtnciie with Contracts and
Grants Division.

Note B
, Action taken
a. Work is continuing with.Federal Reserve Bank to provide more timely and

',accurate information.

Plans
a. Transfer of,activity for receivable processing to the ED.

Note..C.._.
.

Action taken
a. Offset on future awards is-main means of collection of receivable.
b. Foliowup letters are prepared requesting funds where offset.is not possible.

Plans'', ,

,.; . -

'-- 'None,...
,-

-
,,Pfana'Ao:4adbee:Writeoffs: va

,

-'

,, .

'Vt
_ .

'-' %Debts of Idasthan"$200. are written off after review almpit automatically.
Uncollectibles over $200. are turned over to GAO for colleCtion. Incidence.
Of.etic011eCtible:"16,miiinal. ., .

iVarE-7131 ': . r 1

44ctiothiatienc,: ,-.. ; ,: . - . .'
-. .,

4,f:; lriperest4enalty:chaiges ere:assessed on all'delinquent payments:,

li.;, -inteinal'PrOCedUreearenuirently in.prAess of -being more .clearly, - ., . -
,are

difined,:relatilie",to the .cOmmuniCition.beicieen.debiors and the various"

4

'.1.piilisiOnA within We office. .

,,,:D04the#P47 evidence attempts to borrow from at iesst,three,coMmergral

leiiO4-40,0iitUtiO*are'4Auire4hefore-lantierM installments are
40eee'te,441k,the4estitutionv.,.;': .-' , , ,

.

'4W4i!iiiiit dey4op*Oetween 80 04'0 fer HUDto,receive 6114 dispose of
infTroperty4eCeiyo&-by..81). : : : A-
-Special-task-for-et is in pi CeAto eliminate baCklog ofreturned checki.

1 . 1Dutiiinding receivables ar' monitoredcree more Cloiely to ensure timely followup.
, , 51 ,_-,4,,, ,f
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Federal Audits ofEducation Department Programs
*October 1, 1980 through March 31, 1981

Section 5(a)(6) of the Inspector General Act requires a
,listing of each audit report completed by OIG during the
reOrting period. A total of,133 audit retorts were
completed by Federal,auditofs, 79 with audit findings and 54
without findings. These reports are listed below:

With Audit Findings

'Number

01-13001

01-14001
01-14002
11=14004
01-14006

02.-1,1350
' 02-14001
)214002

02-14003

92-14904
02-14005

02 -14006
1 04-14000
0 04-14002

05-14203
1)5=14351
06-1400.0
Il6-14901'.
-11451
7:44000
97-14001.'

08 -13301

08-13300

08:43302
08-14000
99-10091
097...11304

.io'-koobo
' 19-10555

Auditee and State

Dept of EducatiOn OSFA Division of
Claims and Collections, MA
Brown University, RI
Brown University, RI
Brown University, RI
MasSachusetts Institute of Tech-
nology, MA
HealthiCareers Academy, NJ
Puerto Rico Education Dept, PR
Puerto Rico'Dept of Social Services,
PR
Puerto Rico Dept of Social Services,
PR
Puerto RicoEducation Dept, PR
New Jersey Dept of Labor and.Industry

Puerto Rico Education bept, PR
Allen University, Columbia, SC
Florida Dept of Health and Rehab
ServicA, FL . I

Ohio Dept,,o Education, OH
Advance SchoOls, Inc:, Irk
NeveMexico Dept of Education,
Texas Education Agency, TX
-Blue Hills Hote'eorp., MD.
Lakes Country Rehab Center,' MD ,

Wighita State University tEEir .

Program, KS
Natiohal Center for Higher Education
Managemept System,' CO
National Center for, Higher' Education
Management System, CO'
,Sodla1 S6ience'-Consortidmvrnc., go.
CoXorado Migrant ED Program, CO
California Dept of.Education, CA-,
Golden -Gate TriiverSitY,'.CA

Date Issued

03/10/81
12/17/80
12/12/80
12717/80

03/24/81
02/10/81
12/31/80

12/31/89

12/31/80
12/31/80

01/19/81
.03/03/81,
01/09)/81

12717/80
02/03/81
01/06/81
11/26/80,,
V241z/pi:
01/15/81
01/12/60

01/0B/81

'11/19/80

11/13/80.
11/19/80i
12/99/80
02/23/8r
.9.3/19/81

Yam"Hill 'School: District, OR' .11/14/80 .

Washir4tOn State Vocational Rehab'
., Service, WA .

. , 01/08/81,
,

. .
, .
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,Number . Auditee and State
. .-

16-1400&q Oregon Dept of EdticatLon, OR
10-1400:1 NstVally IndiarC.T;ribe-, WA

J 1-13007 lid4 'Edation Department -DiviSion, of
7 Financi4a1 tariagerie-nt, D.C.
121-13533: High Point1Public-ichoOls; ,NC

-1271.3668 University of Texad atl Arlington, TX
12-13669 Resource Development Institute, TX
1-2-13670 Res'otirce Developrttent Instituter TX

t12-1370.2:. Blue -Hills HOme dOrp., MO _

12-1316'3 .'f:. Blue Hills Home Corp., MO ,

.1/2-1310.4- ', Blue .Hills. Home- Corp: ;IMO
12 -13765 -, Biue Hine Home Corp. ,. MO
12-13.837 'National Center far Higher Edudation,

.

Ort ra
. co .- 1

1'2713838 _ Nh dolodo Ectucation, Board of..
. CoOperative SerVites, CO \.'

12.-13840 Ed.ucation Comm. of the States, CO
12-1384 Education Comm. 49f, the ates, COY
121.13958 Idaho. State .Dept of , ID
12-14051 Capla Adsociates, NJ .,
12-14051 New YorK Institute for E.ducationOf

the blind, NY .. .- ,
12-14052 New 'Yorl Institute,;oSiEduda:tion

the Blind, ,NY
12714054' New Jer,dey, Dept c:i7Eati4i0X1.:- NJ -
12-14055 Institute, for Education' Development,

NY ,* .*7 ;.
12-14100' , Institutes of Modein.,Pfdcedurs,, VA

, Joseph.
'12714103.*OpP4rttaKit fhlustria'i Center of

AMer'ica?:,:p4
f12714105 14e,habilit'atiory Group, Inc. , VA"
'12-'14106, ; ICF,tIndortiorkted,
12 -14107 ICY Iiparparat'ed;- ..
1214113, -:-.ViTegifri a Union UniverSityiVA
12-14114 :DeveIqPirteht,Associatea, Inc./ D.C.
'12-14130. .Geotrge'ReabOdy College,:,TN***-
12,14152 NTS' Researoh 'Co'rporationi NC.A12-14153. NTS .Redearek,adtp.oration, NC i
1244157: Univ_er,siby of Kentucky IteSerph..

Foundation; KY-
-12-14252- ,TeXis,'EducatiOn Agency:,-Tf
121:43,01 Des Moines ,Indekndent Sch48*."

° District, ,IA
12-14=36 'Iowa- Dept of Public iActruction,,. IA .

. 1.2714303: t Iowa 'Dept . off. !public instriiction,....IA
.1?-14304. --- IOwa ,bept,!of!PubliP Instruction,. 'IA
12714405, American dollege..Testing..rogiarne.,....

. ,

.AmeriOanC011eqe Program,,Inc: , *IA . ;.f
.
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Dabe Issued

12/0/80.
'02/126/81

'02/02/84
02/04/8fr
01/26/81
02/25/8,1
03/.26/81-
01/23/80 '

. 01A3/80
01/23/80,
01/23/80',

12/15/80 -.

02/04/81
OV17/81
03Y17/81
12/15/8.0
11/26/80 ,

';11/26/8Q.,
.01!N

",:4.1/26/WI'
01/22/81.':

01/23/
11/26/80

.11/2600

12/05/610-
01/15/-01

;,-61706/81
*01/22/81
-02715/817,;"

. 03/26/81.
11/26/40..
1/26/80k
01/22/81

,03/26/81
Gain/76r .

O1/22/01:.
(11/23/8
01/23/81
01/0/0
.01/26781.

0j/27A:1
. -

4
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Number

.t2-14350

12-14352
12-14400

12-14401

12 -14402

12-144k

'12-14404

12214405
1 -2 -13395

12-13881

Auditee and State

Utah Native American Consortium,
Inc., CO
University of Montand,,MT ,

University of galifornia:,at Los
Angeles, CA
University of California at Los
Angeles,. CA
University of.California at Los
Angeles, CA
University,of California at Los
Angeles, 'CA
University of California at Los
Angeles, CA
perkeley Planning Associates, CA
China Manpower Project, Inc., NY
DIsalpility Rights Education and
Defense, Funds, CA

1.
O
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Date Issued

11/26/8.0
02/25/81

.0

11/26/80

01/05/81

01/5/81

01/05/81

01/2.2/81
01/26/81
02/04/81

02/26/81

L



B. Reports without.FindingS

Number

02-10100
02-11201
02-11202
02-11203
02411204
02:-13000
03-13000
03-14000
03-14007

12-13396..

1.2 -13438

12-13439

12-13440
12-13441

12-13536
12-13577

'12-13578
12 -13667

12-13839
12-13956
12-13957
12-14053
12-14056
f2-14101
12-14104
12-14108
12714109

12-14110
.

'12-14111
12 -14151
12-14154
12-14155
12-14156
12 -14200
12-14201
2,1.4202
12-114203
12-14204
12-14205
127,14206
'12-14250-

a

Auditee and State

Montclair Board of Education, NJ
Fordham University, NY'
Robert Fiance Hair Design 'nat., NY
Harcourt Brace Jovanovich, Inc. ,-t4
Macmillion, Inc., NY
Education Dept - Regibn II, NY
Lincoln.C6iinty School District, WV
Applied Urbanetics, D.C.
Virginia Dept of Education -
Vocational Education, VA
Academy for Educational-Development,
Inc., NY
Reading is Fundamental, Inc., D.C.
Pennsylvania HAIgher Education Assoc.,
PA
Education Turnkey Systems, Inc., PA
American Coalition of Citizens
Disabled, D.C.
Barrier Free Environments, Inc., GA'
Minnesota Dept of Economic Security,

Ohio Department of Education, OH
Central Oklahoma Vocational and
Technical Schools, OK
National Institute of Education, D.C.
Panhandle Child Development, Inc.,"ID
Panhandle Child Development., Inc., ID
Educational Testing Service, NJ
Educational Testing Service, NJ
University of Virginia, VA
SystemsSciences, Inc., MD
Practical Concept, Inc., TA
Bureau of Social'Science Research,
Inc., D.C.
Bureau of Social Science Research,
Inc., D.C.
Rehabilitation Group, fnc., VA
Mississippi State University, MS
University of Miami, FL
"Research Triangle Institute, NC
'Research Triangle ItstitUte, NC
MacMurray College, IL
Uhiversity. of Minnesota, MN
Illinois Wesleyan University, IL
University.of Minnesota, MN .

Northweste University, IL
jlniversitylmbf Michigan,MI
University of Michigan, MI-

ardo.College,:LA-
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Date Issued

10/14/80
12/31/80
12/31/80
01/16/81
01/19/81
10/14/80
10/14/80
10/02/80

. 1

12/30/80

02/04/81
.12/15/80

03/11/81
02/04/81

03/26/81
02/10/81

.4

03/10/81
03/18/81

'02/04/81
'03/17/81
12/15/80
12/15/g0
01/22/81
'03/18/81
11/26/80
12/15/80
01/23/81

01/23/81

01/22/81
4 02/5/81

11/03/80
02(25/81
03/05/81
03/05/81
11/26/80
'11/26/80
12/05/80

: 02/04/81
03/05/81
03/11/81
03/26/81
11/26/810



Number

12-14251
_1-2-14100
12-14306
12-14307
12-14308
12-14309

12- 14310
12-14351
12-14353

12-14354
12-14450
12-14451
12-14452

Auditee and State

Tulane University, LA
Native American Research Inst., KS
CEMREL, Inc., MO
Midwest Redearch Institute, MD
St. Louis University, MO
American College Testing Program,
Inc.k IA
Wichita State Dniversity, KS

:* Appendix 3
'Page of 5 /.

/
1

Date Issued

.03/11/81
11/ /80
01/26/81
02/25/81
03/06/81

03/11/81
03/27/81'

Colorado School of Mines,. CO _11/26/80
University-of Colorado Health Science
Center, CO. Q3/11/81'
University of Colorado,,C0 ON/11/81
University-of Oregon, OR 03/18/81
Oregon State University, OR 03/18/81
University of Washington, WA 03/11/81

. ,

* U.S.G.P.O. 729-568/130272094
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