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SECTION I

AUDIT PLANNING AND OTHER CONSIDERATIONS

PURPOSE OF A6llfIT GUIDE

This guide is to -assist independent public accountants (IPA in
performing vaits of StUdent Financial Assistance (SFA) programs
in accotdanc.e with the general standards and the standards for
financial and compliance audits of the U.S. General Accountirt1
Office's (GAO) Standards for Audit of Governmental Organizations,
Programs, Activities, and Funetions, 1981 Revision, issued by the
Comptroller General of the United States (hereinafter referred to
as the GAO Standards for Audit). The objectives of an SFA audit
are'to assist ,the Department of Education (ED) in determining
whether a recipient has (a) provided financial datai,includin.g
basic financial statements and other financial reports that can
be relied upon,, (b) maintained a system of internal contrelvi Giver
the receipt and expenditures of funds, and (c) complied with the
terms and conditions of Federal awards, and thus its Claims for
Federal assistance were proper and supportable.

This s-guide is to be used by 41 recipients of SFA funds which are
not subject to eitner Offic,6\,61 Managemen't and Budget (OMB) Cir-
cular A-110, Attachment P 'or A-102, Attachment P. In addition,
until A-110, Attachment P nd the corresponding A-110 audit guide
are officially issued by 0 B, this guide is to be used by all
recipients of SFA funds.

ThiS guide is not intended to be a complete danual4of procedures,
,nor is it intended to supplant the auditor's judgment of audit
work required. Audit'procedures contained h n may not cover
all circumstances or conditions encountered the.audit of
particular institution. The auditor shoul+ e-e professional
judgment to tailor the procedures so that the audit objectives
may be achieved. However, all'compliance requirements contained
in this guide should be addressed by the auditor. If the auditor
desires technical assistance related to performing audits of the
SFA prograMs, the auditor should contact the appropriate Depart-
ment of ,Education Regional Inspector General for Audit (See
Appendix B).

AUDIT APPROACH

Thure are two allowable approaches when performing an SFA audit.
The first is to integrate the auditing procedures in this guide
with the audit of the basic financial statements1/ of an

1/ "Basic Financial Statements" are the entity's general purpose
tinancial statements or similar statements that are prepared
in order to report the financial position and/or results of
operations of the entity.

1
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institution and tp.provide an _opinion therein. Supplementary
data' (schedule of disbursements and expenditures for each SFA
program) would also be reported -od4P to satisfy the special
informational needs of ED. -The second option is for the auditor
to limit the audit scope to that necessary to form an opinion on
a statement of changes in SFA. program fund balance's for all SFA
funds taken as a whole '(the statement of changes) and, on
supplementary data (schedule of disbursements and expenditures
for each SFA program). Under either option, the auditor is
required to 'report on the .study and evaluation of internal_

Cis

abcounting.contr made.as a. part of the audit of the financial
statements. or o the statement of changes and to report on the
extension 'of pr educes to admidistrdtive Controls and program
compliance matters related to SFA programs.

For-guidance in reporting under the alternate approaches, the IPA
should refer to the AICPA's SAS No. 14, Special Reports, SAS No.
29, Re Ortin on Infor ation Accom an in the BasicFinancial
Statements n .Aud for Submitted Documents, and SAS No.
.Reporting on Internal Accounting Control and related interpreta-
tionS%. Also, see, SectiongIII of this guide for additional
guidance on reporting.

Fir purposes of keporting on the financial std ements and on the
study and evaluation of internal accounting cotrols, materiality
should be determined in accordance with SAS No. 47, Audit Risk
and Materiality in Conducting an Audit, and SAS No. 20, Required
Communication of Material Weaknesses in Internal Accounting
Control.

110

All compliance requirements contained in this guide should be
ad r 4. :For purposes of planning and performing the tests for
ea the compliance requirements, and for reporting. 'on the
ade y2i.of the system of administrative controls to assure
com.1 ance (gee Section II), materiality should be determined
based. on the universe of SFA funds. The auditor's report on
compliance with the applicable laws and regulations should
include all instances of noncompliance and questioned costs that
come to the auditor's attention.

AUDI4 AUTHORIZATION AND DUE DATES.
V.

Authority for audit of the NDSL, CWS4 SMOG, Pell Grant, and GSL
programs is contained in 487< b)(1) of t Higher Education Act of
1965, as amended by Public Law 94-482, tart D/ 133.

s of the SFA programs are enc raged to be made annually,
`re required not less frequently than every two years. If an

aud is performed everyot o years it shall cover the two-year

z-/ For purposes 'of this gu de, adequacy an qe'irkterpreted as
providing a reasonable a surance that the syst6m or proce-
dures, if followed, wil result in the intended event or
action occurring.

a
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period. In either.case, the period to be audited can be based on
the entity's"fiscal or prograM year. If the institution receives
Campus-based funds, the audit reports must be submitted by March
31 following the' end of the program year (which 'normdllS; tnds
June 30). If the institution does not receive Campus-based
funds, the due date is January 31 followin e end the
prograd year. If special circumstance* warrant an e n of
the submission dater a request/ for a revised Ode date must
submitted.to the Office of Student Financial Assistance Audit
Revi. ew Branch P.O. Box 23800 En ant Plaza tation
Washington, D.C. 20026. Th request must
30 days prior t9 the original submission date.

MATTERS REQUIRING IMMEDIATE ACTION

received at least

Although the detection of illegal acts or gul' *deses is not
the primary function of an audit, the auditor u d 0- alert to
situations or transactions that may indicate the istee of
such condifiorls. If the auditor becomes -aware of illeal acts or
irregularities in the audit, he shall promptly notify the
recipient management afficials.above the level of involvement.
It is the responsibility of thg entity receiving the information
to notify .1 the 4ppropriate 'law enforcement authoriiie and
'DepartMent of Education Regional Inspector General forAudit.

The auditor should also use discretion to avoid any actions which
would compromise the protection of an individual's rights, and the
integrity of any official inquiries. For suppletpntal guidance,
'see the AICPA's Statements on Auditing Staridards, No. 16 and No.
17, entitled The Independent uditor's Responsibility for the
Detection of Error or Irregularities, and Illegal Acts by
Clients, respectively.

.PLANNING OF AUDIT

In planning for an SFA audit, the auditor shoilld be aware that
awards are n9rmally administered by more than one organizational
component within the institution and that' each 'component may
-maintain a separate or differentsystem for ensuring compliance.
TransactiOns within each organizational compo'nent must be
selected. and tested for adherence to compliance requirements.
The.transactioNs should relate to, a sample of awards within the
system. . . ,

J ,

%,-

For additional guidance in planning an SFA audit the auditor
should become familiar with. the AICPA's SAS No. 22,. titled
Planning and Supervision, and its related interpretatiqn.

3 7
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'-° OVERVIEW

SECTION II

COMPLIANCE REQUIREMENTS

14.3addition to the testing necessary to render an opinion on the
required financial statement(s), and supplementary, data, the'
Auditor should .also perform procedures to ensure that the
-recipient is complying wi,th the laws,and regulations, affecting
the receipt and expenditure 'of'SFA funds,: While testing for -

compliance, the auditor should include those administrative
controls that ha a direct bearing' an the. reliability of the SPA
program 'and ,com ent on anx..deficiencies in the compliance
report.

The compliance requirements for SPA' programs are 'divided into two
.parts within this section. The first part contains thegenertIlly
applicable requirements that wshould be ,considered- for any
recipient receiving federal funds, under 'the SPA progxams. The
second, part of th*s.section proyides the compliihce requirements
that are specific,to the individual programs.

For.eadh program, the following
,

catetjorie6 Are provided:.

(a) The objective of the program

(b)0A brief description of how the program operates

cc) The major pompliance requirements:

o types -of services or products allowed or unallowed
o eligibility
o cost sharing and matching requirements
o program performance
o rvorting requirements
o specific' provisions

.(d), Regulatory references,

-Additionally, each requirement is accompanied by1/4suggested audit'

_procedures that c be used to test for 'compliance. These are
not. the only proce n auditor can use nor are they, manda-l'

tory. Although each major compliance reqqirement should be
addressed by the auditor, the auditor should apply professional
judgment to determine "the specific pr'Ocedurel necessary to, be
applied under thecircum0ances.

r's

4
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The specific compliance' requirements and 'suggeiped audit
procedures for each program are provided in this guide. However,
the auditor should be..familiar with the relevant statutes-and
sections of th-e code of Federal Regulations 6o,' obtain a complete
understanding of the compliance requirements. Specific require-
mvts may change periodically, and auditors should be alert to*
tias possibility through their contacts with the auditee organi-
zation and by other means.

GENERAL COMPLIANCE REQUIREMENT
"1.

4

I. CASH MANAGEMENT

Compliance Requirement

Institutions' financial manageMent systems shall include the
nedessary controls, to ensure that program.funds are accounted for
properly and are used for authorized purposes. If the institu-

4*tion is "on hhe cash request system, the amount of cash in the
accounts should not exceed month's need. Schools receiving
annual advances in excess of $120,000, and for which a continuing
relationship with the Department of Education'has eltisted for at,
least 'one year, should be financed throligh a letter -of- credit
rather than t'he monthly cash request systdm. Where the:institu-
tion is.on the letter-of-credit system, the amount of cash in the
accounts shall be ap-close to daily needs as administratively
possible. (Reference; 34 CFR 675.19, 676.19, 690.74, 690.82,
and. Accodhtin 'Recordkee n. and Re ortin b Postsecondar
'Educatio al Institutions or Federall Fun e tudent Fman aI
Aid Programs, October 1981L (The Blue Book),) an .ED Payment
§ystem Users Manual (published Mara 1982)).

Suggested Audit Procedures

a. Review th institution's cash forecasting process and
t' evaluate for adequacy.

b.,Review the institution's system for requesting/drawing down
Piik funds and evaluate whether it is adequate to keep
request for/drawdowns of Federal funds limited to the ingti.
tution"s impediate needs and within the amount authorized
for eachprogram.

c. Determine dates AramoUnts for selected advAnces, drawdoWns
and other receipts of.SFA funds and compare to the dates the
okunds werr disbursed and/or, checks were presented to the
banks for payment.

4
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d. Determine whether any interest was earned on Federal funds.
Interest earned on non-NDSL funds indicates excess cash, if

interes# 'was earned op non-NDSL funds, the auditor should
report the period of, time involved; and determine whethel the
interest was properly returned to the Department of
Education. For FEL, sep specific, compliance procedures
under the NDSL section.

Review the institution's system to ensure that 'SPA program

funds . are not used for investments or transferred to

subaccounts for financing, activit3As other than making
awards.

.. -FINANCIAL 'REPORTING

Compliance Requirement\

Institutions receiving SFA funds are required to ensure that
financial' status reports, cash reports) and "claims' for

advances and reimbursements contain reliable financial:data,
and are presented in accordance with the terms of ap6licable
agreements. Below are some of .the reports that' should be
prepared by institutions:-

Fiscal Opdrations Report,, and Application 'to Participate
(FISAP Report/ED Form 6&6)

Report of Defaulted Loans (ED Form 574)

Pell Progess Report (ED Fkm 2553). if

Pell Validation ioster (ED Form 255-4)

Payment' Voucher on Letter bf Credit, (TFS 5401)

Recipient Cash Advance Request (ED Form 874)

Recipient Report of Expenditures (ED-Form

(Ref er9nce: ED's Payment System Users Manual
o

Individual award agreements contain the speci is reporting).

requirement's that the recipient ks to follo . Auditors
should familiarize themselves with the detaile instructions
and the Client's system for preparing and submitting federal
financial reports. A separate auditor's opinion -on these

reports is not required. However, as a basis for comments,
the auditor should examine a Sample, of reports and trace the
data on thdse reports to the underlying records on a test
basis.

10
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Suggested Audit Procedures

a. ReView the proCeduret for preparing the required
financial reports apd evaluate.for,pdeqbacy,

b: Sample financial reports and review for oOmOleteness,
ieasonablerleis_and,t1Mliness of submission.'

)C. Trace :tignifiCint: data to sup§prAng doCuMedtation,
.i.e.,:workiheets., ledgers, etc.

-
..

Review Alagnificant adjustments made to the general,
ledger amounts.affecting.StA programs and evaluate. fQt
proprilqy.

INSTITUTIONAL ELIGIBILITY AND PARTICIPATION.

Compliance Requirement
ti

in order to 'participate in the tell. or Campus-based pro-
grams, an ..institution-must be an eligible institution of
h,igher education'. a pUblic or priOate nonprofit institution
of higher. eytions a proprietary ,institution
educatidn; .or a postsecoi4ery 'vocational Institution. In
additiOn to institutions of. higher -education, vocational
schools :and. certain fgreign schools which meet, statutory and
regulatory requirements. malt be efigiblebto participatein
the .GSL AndiEWS.programS.' 134 CFR 668,.Subpart 668.11,
682.200; 682.600, 683.10,,683.80 and 6'90.,7)

Suggested Audit Procedures

a. Ascertain whether the institution has a-.1etter from the
Eligibility and AgencY Evaluation Staff (EARS) which.
lists the institution's/ current location and eligible
programs.

bd Ascertain the institution acitrhedita.tion `status
' or the j status of othe establishedmeans by

0
c. Verify that,the gible programs offere by he institu-

tion meet the.r uired minimum length or r= tion.

Compliance Requirements

Default rates on, NDSLs in excess of'20'percent, and student
.withdrawal rates in excess. of 33 percent .'ma? impair an
indtitution's' capability of adequately adMinistering
Title IV program. (34 CFR 668.16 and 17)

ft

U
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S ..este udit Procedures

1

rr

d. Ascertai whether the NDSL default rate exceeded, 20
percent, nd/of the student withdrawal rate' exceeded 33
percent.

IV. COORDINATION OF STUDENT AID PROGRAMS

Compliance Requirement

The institution must
And

the Title IV programs with
the other .Federal And non-Federal programs of student
financial aid it ddministqrs and must establish contols to
preclude the awarding of assistance in excess of students'
financial needs. The institution must assure that it uses
all information' L4 its possession regarding a student's
Title IV eligibility 'including: need analysis documents;
tax returns; knfortttion regarding a student's citizenShip
previous educations experience or other actors.. (34 CFR
668.16, 674.14, 675.14, 676:14, 674.15, 67515, 676.15,
682.605 and 683.84)

Suggested Audit Procedures
,

a. Ascertain procedures for >providing for exchange' of
information among all appropriate institutibr41 offices
and evaluate for adequacy.

#
b. Review selected recipient, records and evaluate for

adequacy..

c: Test selected recipient records to determine'that total
aid disbursed to students did not exceed their needs.

V.' STUDENT FILE MAINTENANCE, - FISCAL PROCEDURES AND RECORD
KEEPING

Complieince uirement

The institution must establish and maintain on a current
basis, fipancial records to reflect all financial transac-,
tions. The institution must identify .disbursements of Pell,
NDSL, CWS, SEOG, qn and PLUS funds separately from all
other expenditures. Program and fiscal records must show
cost of attendance, stuldentsresources, went eligibility
and payment, respectively. (34 CFR 668. 4, 674.19, 675.19,
676,.1 -682.612, 683.91, 690.82 and 690.81)

8
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1,2

a

SuggeSted*dittroceciures

a. Asoertit e institution s-related procedures and
0 'themJior uacy.

Review'selected accountingiand program records and deter-
mine 'institution. followed established
procedures;

Comliance'.Requilltment
.

Except for loan records and audit questions, the instituOon
must keep.spcbrds 'foian. award year,for\five. years, after it
file it Fiscal Operatidns Report (for Campus-kased funds)
and June 30 progress 'Report .For NDSL, the insti-
tution must keep repayment ,records for at least ,five years

'from the date" Of-foaa ase,ignmenta repayment or cancellat.ion.
For GSL ,and PLUS, the institution 'must keep copies ,of

For GSL, all required
11 in the date, a

en 11 at least
received. FOr
d records for
riod for wh4.ch
eep records of
al audit until
68.12, 674.19,

k. 4
Nib

c.

If

review

reports for five years 1.kftetliltng.
records must_ be kepi for -five 4years
student, ,,graduates, withdraws or ,faild t
half-time for 'a period for which oti GSL was
PLUS, t
five

. the lo
any clai

institution must keep all requi
following the last date of the p
s-intended. The institution must
or by Fede

resolution of any audit questions. (34 CFR
675.19, 676.19, 682.612, 683.91 and 690183)

ted Audit Procedures
am-

c. scertgIfi procedures for maintaining rocoias and evaluate
for adequacy.

est seleCted records to see whether the institution
liowed prescribed procedurest

VI. STUDENT ELIGIBILITY 41-

General Compliance Requirements

A grant, loan and/or work-study award may be mad only to a
1rstudent who is a regular student; is enrolled accepted

for enrollment as at least a half-time stddent in-an eligi-
ble program; is a U.S. citizen, national, or permanent
resident, or in another specified status; has financial
need; has signed .a , Statement of Educational Purpose; is
maintaining satisfactory progress in his or her course of
study; is admitted/ a) with a 'certificate of graduation from
a school providing secondary education, ( ii ) w,ith a
recognized equivalent .of such certificate or (iii) who is

ti



beyond the age of Nigh school attendance in the
state' in which the institution, is located and has the
ability to benefit from the education or training offered;
does not owe a refund on a Federal grant; and 'is not in

default on a Federally-funded or :insured student loan ft

recei*ed from or for attendance at the .institution at which
the studett is enrolled, unless he or she had made arrange-
ments satisfactory to the lender to repay the loan; has
'signed a 'statement indicating compliance with lltaft
registration_requirements.- Also, if'a student has been
accepted into an eligible program, within which that student
'takes remedial courses, ,the student would be eligible for
Title Ty aid. If .the student is not accApted into on
eligible program until tte remedial program has -beeh

ti successfully completed, ..he/she- would not be eligible until
accepted into the eligible piogram.

Excepti6s to General Compliance Requ,trements
I

rTherepare several exceptions to the general requirements:
:Pell grahts and SEQGs may be made bnly to undergraduate
students; an institution may use up to 10% of its CWS and/or
SEDG'allocation to fund students enrolled less thin half-
time; PLUS borrowers do not have to show financial need;
PLUS borroweKs. inclup parents of dependent undergraduate
students.

Effective October 1, 1983, students must indicate compliance
with selective service registration requirements in order to
be considered eligible students. Effective January 1, 1984, 111
institutions must have satisfa,ptory progress standatds which
meet the regulatory requirements prescribed in the Federal
Register on October 6, 1983 as clarified and revised by the
January 1984 "Dear Colleague" letter #84-P-121.

(344-CFR 614.9, 675,9, 676.9, 682.200 690:4, 676.22, 690.5,
674.2, 675.2, 676.2, 690.2, 682.201, 674.31, 690.3,
668.16(e), 668 Subpart A, 690.75, 668.23,-668.24, 68-411,eand

a 683.84)

Suggested Audit Procedures,

a. Review the institution's procedures for determining
student eligibility and evaluate for adequacy.

b. Review selected awards and determine adherence to
prescribed procedures.

10
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VII. INSTITUTfONALDISBURSEMAS 11'0 AWARD RECIPIENTS

Compliance Requirement

If the institution is disbursing Pell or Campus-based funds
it, must obtiin a financial aid transcript if the recipient
pPeviously attended another. eligible institution, (34 CFR
668.14)

Suggested Audit Procedurq

a. Ascertain Whether the institution has a procedure to
obtain or attempt to obtain transcripts, as required and
has transcripts of ?as documented its attempits .in, its

.

files.

Compliance Requirement

The various student aid programs have maximums and minimums,
as follows:

NDSL - maximums:
(1) $12,000 for gkaduate students ,(includes any

amounts student received as an undergraduate
student)

(2) $ 6,000 for undergraduates with an upper limit
of $3,000 on loans to undergraduates during,
the *first 2 years.

SEOG (L) ,$ 2,000 maximum for the academic year
`4 .(2) $ 200 minimum for the academic year

Pell Grant -`the amount of the award varies depending
upon t46 Payment Schedule in effect for the
award year involved, 'but may not be below
the minimum or exceed the maximum award
established for that year.

(34 CFR 674.31, 676,24 and 69'0.65) 44*

Suggested Audit Procedures

b. Ascertain whether the institution has established proce-
dures to make awards within limits and evaluate for
adequacy.

c. Review selected records and determine whether the insti-
tution followed established procedures.

Compliance Requirement

In general, ti, institution must, make at least' two equal 4

payments each academic year, for the pet'', SEOG and NDSL
programs. For these programs, the institution must make

11
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, 1

direct disbursements to students, or If it credits
students'' accounts, *.it must give studehts receipts or
otherwise notify '-students Tf thq method of payment. For
CWS,- the institution .must pay the student directly at
least once a month. (34 CFR 674.16, 675.16, 676.16, 690.3,
690.75, 690.76 and 690.78) °,

Suggested Audit' Procedure

d. Test disburiements and- related'records.
..

VIII. REFUND CAL TION AND OVE1PAY1 NT DETERMINATION PROCEDURES
L. i

Compliance Reguirement . 1

,

If a student who .received Title ry funds other than'CWS is
clue a refund, the institution must return a portion of the
refund to the Title IV progiam(s) by using the following
formula:

S

a

_Total amount of Title IV (Minus CWS earnings)
Student

4,
awarded for-thekpayment period /

Refund Total amount of aid award (minus earnings)
for the payment period -IP

rt

.(34 CFR 668.21, 682.608, 682.609, 682.610 and 682 Appendix
A, 683.87, 683.88, 683.89 and 683 Appendix A)

Suggested Audit Procedures

a. Asceitain procedures for calculating refunds and
allocdting refunds to the various Eti programs and /or" GSL
lenders. 'ti

b. Review selected records and determine whether prescribed
procedures were followed and if refunds were deposited
timely in SFA accounts, or were returned to the GSL
lender within 4E days.

c. Checi ft° see if NDSL, Pell and SEOG refunds are
' deposited into appropriate accounts, prior to the next

drafty down of Federal funds.

Compliance Requirement ,

The institution is responsible for determining any overpa
ments to students. Overpayments can'commonly occur when ,a
student L leaves an institution after receiving a ca h
disbursement. from Pell, SEOG br NDSL programs.

16
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The institution is to use the following formula in deter-
mining the amount of,. overpayment to be returned to the
Title IV programs:.

Total amount-of Title TV aid (exclusive of
CV'S, GSL and PLUS) awarded for the

Amounb of K pay rent petiod
Overpayment Total amount 1of aid (exclusiye of CWS, GSL,

and PLUS) warded for the payment period

(34 CFR 668.21, 674.14, 67 f4, 676.14, 690.78, and'690.80
and Federal Student Aid Handbook(s))

Suggested Audit Procedurfs

d. Ascertain whether the institution has procedures for
determining overpayments, notifying and billing students
and collecting the overpayment.

e. Ascertain whether the institution hag developed written
'policies allocating Title' IV overpayments to the various
Title IV funds and evaluate for adequacy.

f. Review selected records and d9termine whether the inset
tution followed established piocedures.

'13
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SPECIFIC PROGRAM REQUIR3WNTS

I. PROGR OBJECTIVE -

PELL GRANT

The obje iv o the Pe Grant, formerly the Basi Educa-

tival Opportuni. y Gra (BEOG), program is to make grants
to eligible undergraduate students The Pell Gant is

intended to provide a fOundatioh'of fi ancial aid.

II. PROGRAM PROCEDURES
A

Under the.Reqular Disbursement System, the program is admin-
isterediby the DepaAmeht of Education (ED) and costse on-
dary educational fitutions. Students send apglicat pns ;)
to a centre ocessor, which provides Student Aid Reports

* (SARs) to applica'nts. Students theh take the SARs to their
institution, which determines award amounts based on the
cost of attendance at that institution, the Student "Aid

Indip (SAI) and the enriglItment-status of the'student,- by
using a Payment Schedule.'rED provides funds to the institu-
tion based'on actual and estimated Pell expenditures.

IfI. COMPLIANCE REQUIREMENTS AND SE GESTED AUDIT PROCEDURES

A. TYPES OF SERVICES OR PRODUCTS ALLOWED OR UNALLOWED

Comptnce Requirement

The institution may expend Pail funds only for grants to
students and administration of the Pelt program. ,(34 CFR

690.10 and 690.82)

r)
Suggested Audit Procedure

a. Ascertain the institution's related procedur s and

review them for adequacy.

..rs'rb. Review selected records and determine whether the

institution followed establighed procedures.

B. ELIGIBILITY
tc.

Compliance Requirement

For institutional eligibility to participate in the pro-
grams, ,see INSTITUTIONAL ELIGIBILITY AND PARTICIPATZON
(III) in the GENERAL COMPLIANCE REQUIREMENTS section of
this audit guide.

1 Ea



rdh

'4

C. COST-SHARING AND MATCHING REQUIREMENTS

There areno cost-sharing or matching requirements
this program:

D. PROGRAM PERFORMANC

ti ,

The institution may metke:.:iknts only to elgimplp stu-
dents. (34 CFR 690.75)

f
#Sugested Audit Procedures

See STUDENT ELIGIBILITY (VI) in the GE kAL COMPLIANCE
REQUIREMENTS section of this audit guide.

.

Compliance ,Requirement
;oe ,

I.

The institution must calculate grants based'on the nsti-
tuticib's-cost of atEendanqp, the SAI and the enr lmiot
status, and disburse funds.at prescribed times., (34 CFR
690.51 through 90.58, 690.61through 690.68, Pell Grant
Payment Schedule(s), and Federal Student Aid Hand-
book(s))

`Suggested Audit Procedure

c..Review,,selected grants to students and determine
adherence to,prescribed procedures.

I

S

Compliance Requirement

The institution must verify the Pell Graht applicant data
on those SARs selected by ED for validation before
disbursing payment. (34 CPR 690.77 and Pell Grant
Validation Handbook(s))

Suggested -Audit Procedure

d. Review selected SARs and determine whether
procedures were followed.

,

Compliance Requirement

The institution may not make a2payment to a student prior
to registration for the payment peritd. Credit to a
registered student's account may not be madbsgre than 3
weeks before the first day of classes; pa ent to a
student directly may not be made more than 10 days before
the first day of classes. The institution must*observe
cut-off dates for accepting SARs. (34 CFR 690.61 and
690.78)

prescribed

Vp,
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ggested Audit Procedures

e. Ascirtain whether the institution has procedures for
making payments within prescribed timeframesj and
evaluate for adequacy.

f. Review sa'ected student files and determine whether
prescribed'procedures were followed.

E. REPORTING REQUIREMENTS

dbmpliance Requirement

The following financial reports must be submitted
periodically:

o Pell Iran rog ess Reports
7

o Pell Grant ValV ion Rosters

(34 CFR 690.84)

$uggested Audit ProcOures

See FINANCIAL REPORTING (II) in,the GENERAL COMPLIANCE
REQUIREMENTS section of this audit guides

Fa SPECIAL PROVISIONS

There are nc) spedial proviR,ions or thi's program.

b

rr.
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* CAMPUS -BASED, PROGRAMS

I. PROGRAM OBJECTIVES

The objectives of each of the three Campus -based programs,
National; Direct Student Loan (NDSL), College Work-Study.

'-(CWS), and Supplemental Educational Opportunity Grant."
((SEO,G), are different, and are described under the Specific
program headings.

a

II. PROGRAM OCEDURES

Postseconda educational institutipns file one application
for Federal funds from the three, ,Camfus-based programs.
Using the f 'ds received, `the institutions,' in turn, fund
students whp submit aid applications to tWinstituti,ons.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

a

4
A. TYPES OF SERVICES OR PRODUCTS ALLOWED OR UNALLOWED

Compliance Requirement

The institution may expend program funds only for the
administration of the programs, which includes awards to
students and limited. administrative expenses./ 434 CFR
64.17, 6,75.17, 676.17, 674.1e, 675.18 and 67-6.18)

Suggested Audit Procedure

a...Test expenditures and related recordd%

Compliance-Requirements

Up to 5% of the institution's first $2,750000 of
expenditures, 'plus 4% of the instituticm's expenditures
greater than $2,750,000 and less than $5,500,000 plus 3%
of the institution's expenditures in excess of $5,500,000
may be used for administrative expenses. There are
additional adminisitrative cost allowances (ACA) and
allowable administrative expenditures_ under CWS and NDSL.
The ACA must be used to administer the Title IV programs.
(34 CFR 674.8, 674.18, 675.18, 675.32 through 675.34 and
676.18).

Suggested Audit Procedures

b. Test expenditures and related records.

'17
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c. Ascetairi whether the cost of administ ring the
-programs equalled or dxceeded,the admimistra ive cost
allowance.

B. ELIGIBILITY'

Compliance Requirement

For institutional eligibility to participate in the.
programs, see INSTITUTIONAL ELIGIBILITY AND PARTICIPATION
(III) in the GENERAL COMPLIANCE REQUIREMENTS sVion Of
this audit guide.

C. COST SHARFNG OR MATCHING REQUIREMENTS

Compliance Requirement
.

For each fiscal yeaYfor which the institution receives
an alloeagion of funds under the CWS or SEOG programs, it
must continue triL expend, on its' own scholarship and
'student aid programs, an amount which is. not lest; than
the average expenditure per year made for that purpose
during the 3 fiscal years preceding the later of the
following: (1) the .effective date of the current Program
Participation Agreement, or (2) the fiscal year for which
the institution receives or received its first allocation
of funds under the CWS or SEOG program, unless
specifically waived by the Secretary. (34 CFR 675.20
and 676.20)

Suggested Auditf Procedures

d. Ascertain whether the institution met the requirement
or the Searetemy waived the expinditure requirement.

Compliance Requirement

There a ±e matching requirements for NDSL and CW8 which
a e addressed in those program sections.

D. ROGRAM PERFORMANCE

Compliance Requirement

The institution may make grants, loans and work-study
awards only to,eligible students,. (34 CFR 674.9, 675.9
and 676.9)

Suggested Audit Procedures

e. See STUDENT ELIGIBILITY (VI) in the GENERAL COMPLIANCE
REQUIREMENTS section of this audit guide.

18
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4

Compliance Requirement

The institution must submit 'a'Fiscal Operations Report
and, Application to Participate, in they Campus-based
programs (FISAP) in order to spend money in any of'the
programs, either for awards to students or for admini-
strative, collection or litigation costs. (34 CFR 674.5,
675.5, 676.5 and instructions accompanying the applica-

(lepion section of the FISAP (ED 646)). 41,

Suggested Audit Procedures

1. Ascertain' whether the institution has established
procedures to complete the application and- evaluate
for adequacy.,

g. ReviewSthe reasonableness of the significant\entries
for tuition and fees, Pell, institutions and State
aid,- enrollment data and selected inco er grid "cell
entries and determine whether t;he insti tion followed
established'procedures.

h., Ascertain whether /the institution made changes to
FISAP entries during the' edit 'process.; evalu,pte
supporting.documentation for adequacy.

i. Trace significant data to:supporting documentation.
..s. ,

Compliance Requirement . ,.
. ,

Using an approved systemaof need analysis, the institu-
tion must establish a student's financial need based on
the cost of attendance at the institution, the student's;
expectedamily contribution, and other resources availa-
ble to,the. student. (34 CFR 674.11, 675.l., 676.11,
674.12, 675)12, 676.12, 674.13, 675.13, and 676:13)

Suggested Audit' Procedures

i 1 .

Ascertain the institution's procedures for establish-
ing the cost of attendance, a stude'nt's expected
family contribution, a student's other resources a0,
hence, a student's financial need, and determiAe
whether the institution followed an approved system of
need analysis.

IL Review selected student files and determine -whether
prescribed procedures were followed.

19. 23
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E. REPORTING REQUIREMENTS

..Compliance Requirement

The appropriate Fiscal Operations Report sec ions of the
FISAP must be completed' annually for any program, in which
the institution' has expended funds. (34 CFR, 674.19,
675.19( and 676.19)

Suggested Audit Procedures

1--See FINANCIAL REPORTING (II) in, the GENERAL COMPLIANCE
REOJIREMENTS.sectiOn of this audit.guide.

F.'SPECTAL PROVISIONS

Special provisions are highlighted in individual program
sections.

A

4

t
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NATIONAL DIRECT STUDENTLOAN

b.PROGRAM OBJECTIVE

The objective of the. National rect Student Loan (NDSL)
piogram is to piovide long-term, low interest, deferred"
repayment. loans to undergraduater-graduate, and professional
students who demonstrate need for financial assLatance in
order to pursue their cou;ses of study at postsecondary
educational institutions.

P

If, PROGRAM.' PROCEDURES

Revolving loan funds ore established and maintained at
postsecondary educational institutions through apnual appli-
cations to participate in the NDSL progriM. The fund at the
iqhtitution is.started with a" Federal capital contribution.
(FCC) and a matching institutional capital contribution
,(ICC). Repayments of principal interest are dePosited
to the fund as arereimbursements by the. Federal government
.or Direct Maris cancelled due to teaching or military
service; new FCC and.ICC,may also be added. The institu-
tion, in turn,' is fully responsible for administering the
program: approving, disbursing and collecting the loans.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. TYPES OF SERVICES OR PRODUCTS 'ALLOWED AND UNALLOWED

Compliance Requirements

1 -The institution may expend loan, funds only lor making
loans or administering the loan program or other student
financial aid programs in accordance with the Program
gitticipation Agreement. (34 CFR 674.18 and 674.8)

Suggested Audit Procedure

a. TeSt expenditures and related records.

A.

B. ELIGIBILITY .0
0, C7

For institutional eligibility to participate in the
programs, see INSTITUTIONAL ELIGIBILITY AND PARTICIPATION
(III) in the GENERAL COMPLIANCE REQUIREMENTS section of
this audit gui e.

)

'--
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C. COST SHARING OR MATCHING REQUIREMENTS

Compliance Requirement

The institution must have deposited into the NDBI, find
capital contributions equal, to at least one -ninth of the.
Federal capital contribution. The-ICC must be deposited'
prior to or at the same time.as the FCC. (34 CFR 674.8
and 67401)

Suggested Audit Fpcedures

b. Ascertain-any FCC and 'the time of deposit.

c. Determine whether the ICC was deposited it trig same,
time, if.not.earlier, than the FCC was deposited, and
in the proper amount. -

D. PROGRAM PERFORMANCE:

Complitionce Requirement

An knstitution may make loans only to eligible students.
In addition to the general eligibility requirements, an
institution may not make a loan to a student who is
unwilling to repay the loan. Default on a previous loan'
is.evidence of that unwillingness. (34 CFR 674.9)

. Aso Ir

Suggested Audit Procedures

d.\See STUDENT ELIGIBILITY (VI) in the GENERAL COMPLIANdb
REQUIREMENTS section of this audit guide.

e. Review selected loan applications and determine
whether prescribed procedures were followed.

Compliance Requirement

Thg prOmissory note used by the institution must be
approved. Specific approval of an institution's note
form is, required may if it differs substantially from
the sample IkKomissory note form provided in the appendix
to the regulations. The institution 'must provide full
disclgieure of the borrower's rights and obligations
before it makes- its first advance. (34 CFR 674.16. and
674.32)

Suggested Audit Procedures

f. Ascertain whether the institution is using an approved
note.

22
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Ascertain the ,inStitut,ionts ^.111.io edurea for providing
nfdrmation'to,borrow0t and, eve te,for adequacy.

Compliance Requirempnt
4

,

The institution buSt exercise, &id care -and diligence .in
the collecting of.'ilpans: (31, CFR' 674.32; 674.34, 674,34a.
and Subpart C. )qrace perdockr, deferment provisions and
due diligence' regliirementi vary ;depending on when the
loan was made.)

Suggested Audit PrOcedures

h. Ascertain the institutiop's procedures for tracking
the enrollment status of borrowers, conducting exit
interviews, maintaining contact with borrowers, bill-

. ing borrowers, processing ,defermeg.1 and cancellation
requests and payments, referring *aceotints to collec-
tion agencies or performing collection activities on
its own, litigating, loans, and assigning loans to the
Department of Education. Evaluate the procedures for
adequacy.

i. Review selected loan accounts and determine whether
prescribed procedures, were followed.
4

j. If the institution uses a billing service and/or
collection agency, evaluate the adequacy of procedures
for dommuniating,with, monitoring and collecting
funds from the service/agency,

Compliance Requirement/

The institution must maintain complete repayment records
for each borrower, including amounts of repayment
credited to principal and interest, deferment activity,
amounts of loans cancelled, and any penalty and collec-
tion,,charges ccollected. (34 CPR 674.19(d)(3), 674.34,
674.34(a), and 674.321'

,

Suggested Audit Procedures

k, Review selected accounts and determine whether there
was supporting, documentation, calculations were
computed correctly using proper rates, and borrowers'
accounts were adjusted timely.

hi. Review selected defaulted loan accounts and determine
whether the length of time in default was, properly
noted.

23 27



E. REPORTING REQUIREMENTS

Reporting requirements are addressed in REPORTING
REQUIRE S (E) in the CAMPUS- BASED programs section of
this audit ide.

F. SPECIAL PROVISIONS

Compliance Requirement

The institution should request new FCC only when needed,
deposit any' idle NDSL ,cash in an income-producing
account, and return any excess cash to the Depart-
ment. (Dear President'letters dated April 1978 and July
1979, and Dear Financial Aid Administrator letter dated
August 1983, and Dear Colleague letter dated December
1983.)

Suggested 'Audit Procedures

m. Review.for adequacy the institution's procedures for
estimating. the capital needed to operate its NDSL

-program.

n. Ascertain the institution's procedures for 'investing
idle cash, determining excess cash, and returning
excess cash and evaluate for adequacy.

o. Ascertain whether the institution followed pr&cribed
procedures and reflected any interest earned and/or
FCC. returned on the NDSL. Fiscal Operations Report:

Compliance Requirement /

Any interest earned on NDSL must be deposited in the. NDSL
fund. (3.4 CFR 674.8)

Suggested Audit Procedures

p. Ascertain whether the .institution-earned income on NDSL
funds, and if so, whether it deposited. the income in
the NDSL fund.

28
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COLLEGE WORK -STUDY

PROGRAM OBJECTIVES

The objectives of the College Work-Study (CWS) program are
to provide part-time employment to undergraduate, graduate
and professional students-who need the earnings to help meet
their, costs of postsecondary education. The program is also
intended to broaden the range of worthwhile job opportuni-
ties for qualified students.

The objective of the Job Location and Development (JLD)
program is to encourage the development and expansion of
off-campus part-time or full-time employment opportunities
for all studentS, regardless' of their financial need, who
are enrolled in eligible institutions and who desire, to
work.

II. PROGRAM PROCEDURES

Funds are provided to institutions upon. submission of an
annual application, FISAP, and in accordance with statutory
'and regulatory formulae. Ffderal CWS funds are matched with
institutional funds, normally on a 4:1 ratio. Students
apply directly to and are selected by the institution. ''The
institution decides the amount or the award, places the
student in a job, and pays the- student or contracts to have
the student paid. The institution may also use a portion of
CWS funds for a JobLocation and Development"(JLD) program.
JLD funds are available only through a-CWS allocation to the
institution.

III, COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES.

A. TYPES OF SERVICES OR PRODUCTS ALLOWED AND UNALLOWED

Compliance Requirement

The institution May use CWS funds only for (Awards to
students, transfers to iSEOG, JLD, and administrative
costs. (34 CFR 675.18,.675.21, 675.26 and 675.33)

Suggested Audit Procedure

a. 'Test expenditures and related records.
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Compliance Requirements

,CMS students may be employed .on-campus by rion-profit-
/ making institutions, or off-campus by written agreement
with non-profit agehcies, to do work the employer normal-
ly pays to have done. Whether employed on-campus or off,
the' student must be supervised responsibly *and may not
perform work (1) which involves partisan or non-partisan
political activity; (2) which involves lobbying at the
Federal level; (3) which involves the construction,
operation or maintenance of a facility used for sectarian
instruction or as a place of religious worship; (4) for
ED; or (5) which displaces regular employees. (34 CFR
`675.22 and 675.23)

Suggested Audit Procedures

b, Determine whether the work performed was
was responsibly supervised.

B. ELIGIBILITY

allowable and

For institutional eligibility to participate 'in the
prograMS, see INSTITUTIONAL ELIGIBILITY AND PARTICIPATION
(III) in the GENERAL COMPLIANCE REQUIREMENTS section of
this audit guide.

C. COST-SHARING AND MATCHING REQUIREMENTS

'Compliance Requirement

The institution or off-campus agency must pay at least
2()% of compensation for work, performed unless the ,insti-
tution has received a Partial' waiver of institutional
matching. (34 CFR 675.25 and 675.26).

Suggested Audit Procedure

c. Ascertain whether. the Secretary waived a portion of
the matching, requirement. If the institution hag a
waiver, this should be noted in the audit report.

d. Ascertain the amount of institutional and/or off--;

campus agency share of expenditures and evaluate
timeliness of the match.

Compliance Requirement

The level of effort requirement for CWS is combined with
that for SEOG and is addressed under COST-SHARING AND
MATCHING REQUIREMENTS (C) in the CAMPUS - BASED, programs
section of this audit guide.
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D. PROGRAM PERFORMANCE

Compliance Requirement

The institution may make awards only to eligible stu-
dents. The institution may use-up to 10% of its CWS
allocation to fund less han half-time students who are
otherwise eligible to rec ive CWS funds. (34 CFR 675.9)

Suggested Audit Procedures

e. See STUDENT ELIGIBILITY (VI) in the GENERAL COMPLIANCE
REQUIREMENTS section of t 'his audit guide.

Compliance Requirement

CWS payments must be supported by time sheets and certi-
fied by a responsible official. If payroll disbursements
to students are made by off- campus agencies, the

.institution must obtain ,and retain documentation of
disbursements. (34 CFR p75.19 and 675.24)

Suggested Audit Procedures

f. Ascertain the institution's procedures for processing
time sheets and making disbursements. 7

Review selected CWS records and evaluate for
adequacy.

g-

.-REPORTING REQUIREMENTS 6

Reporting requirements are addressed under REPORTING
REQUIREMENTS (E) in the CAMPUS-BASED programs section of
this audit guide.

.4,14
F. SPECIAL PROVISIONS

If the institution uses CWS funds to establish or expand
a JLD program, the program must be administered in
accordance with a written agreement, and the institution
must maintain appropriate xecords. (34 CFR 675 Subpart
B)

Suggested Audit Procedures

h. Ascertain the institution's procedures for adminis-
terihg the JLD program and evaluate for adequacy.

/

i. Test expenditures and related records.
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SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT

I. PROGRAM ABJECTIVE

The. Objective of the Supplemental Educational Opportunity
Grant (SEOG) program is to provide grants to eligible under-
graduate students.

1

II, PROGRAM PROCEDURES
4

Funds are provided to institutions upon submission of an
annual application, FISAP, and in accordance with statutory
and regulatory formulae. Students apply directly to the
institution and are selected by the institution on the basis
of need. The institution decides the amount of the grant,
which can be up to $2000 but not less than $200, for an
academic year.

III. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES

A. TYPES OF SERVICES OR PRODUCTS ALLOWED AND UNALLOWED

Compliance Requirement

Grant monies may be used only for grants to students,
transfers to the CWS program and administrative costs.
(34 CFR 676.18 and 676.21)

Suggested Audit Procedures ,

a. Ascertain the institution's related procedures and
review them for adeq, acy.

b. Review selected records and determine whether' the
institution followed established procedures.

,

B. ELIGIBILITY

For .institutional eligibility to participate in the
programs, see INSTITUTIONAL ELIGIBILITY AND PARTICIPATION
(IUD in the GENERAL COMPLIANCE.REQUIREMENTS section of
this audit guide.

C. COST-SHARING AND MATCHING REQUIREMENTS

Compliance Requirement
tif

The level of effort requirement for SEOG is combined with
°-ellat for CWS and is addressed in the COST-SHARING AND

4
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MATCHING REQUIREMENTS (C) in 'the' CAMPUS-BASED programar.

section of this.audit guide. (34 CFR 676.20)

D. PROGRAM PERFORMANCE

Compliance Requirements

The institution may .make grants only t

students; it may use up to 101 of its SEOG a
fund less than half-time students who are

eligible to receive SEOG funds. (34 CFR

676.18(d))

Suggested 'Audit Procedures

c. See STUDENT ELIGIBILITY (Vrf in the GENERAL COMPLIANCE
REQUIREMENTS section of this audit guide.

d. Test expenditurea and related data.

E. REPORTING REQUIREMETS

Reporting requirements
REQUIREMENTS (E) in the
this audit guide.

eligible
cation to
otherwise
676.9 and

are addressed under REPORTING
CAMPUS -BASED programs section of

F. SPECIAL PROVISIONS

There *ire no _special provisions.
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GUARANTEED STUDENT LOAN
(Including PLUS)

I. PROGRAM OBJECTIVES

The objective of the Guaranteed Student Loan (p SL) pros am
is to make low interest loans availablesto students to pay
for their costs of attending postsecondary' educational
institutions.

*
The objective qf.the,PLUS program is toy make loans available
to Lndependent*undergraduate students, graduate and profes-
siona-students, ond to the parents-of dependent undergrad-
uate

\,

students -to enable the students to pay fqF their costs
of attending postsecondary educational institutions.

NOTE: Tests of the compliance requirements are not expected
to be made at the lending institutions.

II. PROGRAM PROCEDURES

The loans are made through lenng institutions, but
postsecondary institutions are responsible for completing
portionkfof the loan applications, verifying studentjeligi-
b4ity, iling Student Confirmation Reports (SCR), refunding
money to lenders, when appropriate, and handling loan cheeks
when they are sent to the educational institution rather
than to the borrower.

-s\

Tests of the compliance requirements are not ex ected to be
made at the lending institutions.

III. COMPLIANCE REQUIREMENW AND GGESTEDAUDIT PROCEDURES

A. TYPES OF SERVICES OR PRODUCTS ALLOWED AND UNALLOWED

The auditor is not expected to make tests on allowed or
unallowed services..

B. ELIGIBILITY

For institutional eligibility to participate in the
programs, see INSTITUTIONAL ELIGIBILITY AND PARTICIPATION
(III) in the GENERAL COMPLIANCE REQUIREMENTS section of
this audit guides

C. COST-SHARING AND MATCHING REQUIREMENTS

There are no cost-sharing or matching (requirements for
this program.; f
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D. PROGRAM PERFORMANCE

Compliance Requirement

The'institution must determine student eligibility.
(34 CFR 682.201, 682.605; 683.11 and 683.84)

0
Suggested Audit Procedures

1'

4

a. See COORDINATION OF STUDENT AID PROGRAMS (IV) in the
GENERAL COMPLIANCE_ REQUIREMENTS section of this audit
guide.

b. See. STUDENT ELIGIBILITY (VI) in the GENERAL COMPLIANCE,
REQUIREMENTS section of this audit guide.

c. Review selected, loan applications and determine
whether prescribed procedures were followed.

Compliance Requirement

If the PLUS borrower4sis a parent, the institution must
determine whether the parent is eligible to borrow on
behalf of an eligible dependent undergraduate student.
(34 CFR 683.11 and 683.84)

Suggested Audit Procedure

d. Review,selected loan applications and determine
whether prescribed procedures were follo wed.

Compliance Requirements . .

0

The institution is responsible for completing portions of
the GSL application regarding student eligibility; the
student's estimated cost of attendance, the student's
estimated financial assistance =and, if appl,tcable,. the
expected faMily contribution.. (34 CFR 682.605, 682.200;
682.21V, GSL Family Contribution Schedtjles)-

, f

Suggested Audit Procedures
r\

e. Ascertain procedures established; by the institution

4
for completion of its portigp of the loan application
and evaluate' for adequacy. 11

f. Review selected an a
whether press z-kbe pr

Compliance Requirement

ions and determine
were followed.

The institution must follow prescribed procedire's for
handling loan checks which vary depending on whether the
student does or doep not enroll, and whether the check is

31
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made out to the student only, or jointly to the student
and the institution, and whether the check is sent
directly to the student or to the institution for credit
to the student's account. (34 CFR 682.607)

Suggested Audit Procedures

g. Ascertain procedures established for handling loan
checks and evaluate for adequacy.

h. Review selected loan recipientrecords and determine
whether prescribed procedures were followed.

Compliance Requirements

When an institution becomes dwaie that (1) a full-time
student to whom a PLUS loan was made ceased to be
enrolled full -time, or (2) a student who received a PLUS
loan or for whom a PLUS loan was xeceived failed to
enroll at least half-time for the period for which the
loan was intended, the institution should immediately
report the information to the lender. (34 CFR 683.91)

.s

Suggested Audit Procedures

:i. Ascertain the ins, ion's procedures for reporting
enrollment change to the lender.

j. Review 'se ected PLUS records and determine whether
establis protedures were-followed.

X. REPORTING --*UIREMENTS

Com lian Rz.uirement
1

The iest tion must submit Student COnfirma i n Reports
(SCR) per odically.' (34 CFR 682.612)

SU ested audit Procedures

k. Ascertain procedures established by the institution
for completion of., SCRs and evaluate for adequacy.

1. Obtain opies of SCRs s-a review for completeness and
timelinetisof submission.

m. Trace significant data to the supporting docuMenta-
tion.

Compliance Requirement

The institution should report a change a student's
enrollment status prectly to the lender or .guarantee
agency if a studene has graduated, withdrawn, or ceased
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to be enrol ed at least) half-time and the* change"is (i)
one which would normally be reported on an SCR and (ii)
the school does not expect to submit its next SCR torthe Apr
Secretary within the next 60 days: (34 CFR 682.609 and
682.612) A

Suggested Audit Procedures

n. Ascertain procedures established by the institution
for reporting enrollment changes directly t10 the
lender or guarantee agency.

o. RevieW selected loan recipient records and determine
whether established procedures were followed.

F. SPECIAL PRqVISIONS

There are no special provisions.
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SECTION III

REPORTING

REPORTING REQUIREMENTS

The audit report should be issued to the institution's governing
body and/or President, as appropriate. The institution shall
transmit four copies of the audit report to the appropriate
Department of Educatian Regional Inspector General for Audit (See
Appendix B.,.

1

The reporting requirement depends on the' approach that was 'taken
in performing.the SFA audit. (See Section I - Audit Approach).

7

If the SFA audit was performed in conjunction with the audit of
the basic financial statements and an opidion is being expressed
thereon, the following four interrelated reports should be issued
and include:

c

(a) The entity's basic financial statements and the audi-
tor's report thereon and -a supplementary schedule
showing the total disbursements and expenditures for
each SFA program (including loan activity) together
with the auditor's report ot the supplementary
schedule.

(b) ) An auditor's report on the study and evaluation of
internal- accounting control performed as part of the.
audit of the basic financial statements, including any
material weaknesses identified as a result of the
evaluation. ,

( An auditc's report containing (1) the auditor's
conclusions, based on the Department of Education's
criteria concerning the adequacy of the procedures
studied as set forth in Section II of the Student
Financial Assistance Audit Guide, with an exception
regarding any material weaknesses in the corresponding
administrative control 'systems, and (2) a statement of
positive assurance with respect to those items tested
for compliance with the applicable laws and regula-
tiohs, including the laws and regulations pertaining to
financial reports and claims: to ED for advances and
reimbursements, and negative assurance on those items
not tested . It shall 'also contain comments on all
instances of noncompliance and instances or indications
of fraud, abuse, or illegal acts found during or in
connection with the audit. The comments should include
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an identification of all questioned cost, if any, as a
result of noncompliance, fraud, abuse, illegal acts
for each SFA -program, without regardIto whether a

condition giving rise to the questioned .d.ot has been
corrected,and/or the recipient entity does or does not
agree with the finding or questioned costs. In
addition the comments should contain adequate informa-
tion necessary to facilitate the audit resolution
process (i.e., number of items tested, size of the
universe, error rate, corresponding dollar amounts,
etc.)

(d) An auditor's comments 'on audit resolution matters. The
auditor will indicate the status of findings reported
in prior year audits. For prior -audits closed by-the
Office of Student Financial Assistance (OSFA) during
the audit period, the auditor should .determime whether
reimbursements were made by the institution for any
questioned expenditures which were upheld by OSFA and
whether other required actions were taken as, stated, in
the ED final letter of determination. If there were no
prior findings and recdmmendations, the audit should
so state.

(2) If'the A audit was not performed in conjunction with t
audit of the, basic financial statements, the following four
interrelated reports should be issued and'include:

(a) The entity's statement of changes in the SFA programs
fund balances (prepared in accordance with SAS No. 14,
Special Reports and its related interpretations) and
the auditor's report thereoh and a supplementarl,
schedule showing the total disbursements and expendi-
tures for each SFA program (including loan activity)
together with the auditor's report on the supplementary
schedule.

a
(b) ,An auditor's report on the study and evaluation of

internal control performed as part of the audit of the
statement of changes in fund balances, including any
material weaknesses identified as a result of the eval-
uation..

(c) An auditor's report on compliance (same as (c) 'above).

(d) An auditor's comments on audit resolution mattersi(same
as (d). above).

The four parts of the audit report may be bound into a single
report, or simultaneously submitted as separate documents.
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SELECTED SAMPLE REPORTS

Depending on th
cial statements
balance and all
should be prepar
ing principles.
that basis shoul

The following
the auditor:

reporting approach being used, the basic finan-
r the statement of changes in SFA program fund
ther required reports, statements and schedules
in accordance with generally accepted account-
If the basis of accounting is not GAAP, then

'be stated in the auditor's report.

ple reports and schedules are included to assist

a
1. Auditor's Report on the Basic Financial& Statements and

Supplementary Schedule of Disbursements d Expenditures
for each SFA Program.

2.. Auditor's Report on Statementikwof Changes in SFA Program
Fund Balances and Supplementary Schedule of Disbursements
and Expenditures for each SFA Program.

3. Statement of Changes in SFA Program Fund Balances.

4. Notes to Statement of Changes in SFA Program Fund
Balances.

5. Schedule of Disbursements and Expenditures for each SFA
Program.

6. Auditor's Report on Internal -Accounting Control Based
Solely on a Study and Evaluation Made as Part of an Audit
of the Financial Statpments =asic Financial Statements or
Statement of Changes pn .FA gram Fund Balances) in
accordnce with generally a cepted auditing-standards.

7. Auditor's Comments on Compliance.

8. Auditor's Comments on Audit Resolution\Katters Relating to
the' SFA Programs.

MP
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ILLUSTRATIVE

AUDITOR'S- REPORT
ON BASIC FINANCIAL STATEMENTS AND

SUPPLEMENTARY SCHEDULE OF DISBURSEMENTS AND EXPENDITURES
FOR EACH-SFA PROGRAM

We haie examined,the balance sheet of the (Institution) as of
(Date) and the related statements of changes in fund balances and
current funds, revenues, etpenditures and other changes for the
year/two4year period then ended. 'Our 'examination was made in
accordance with generally accepted auditing standards and,
accordingly, included such tests o 'the accounting records and
such other auditing procedures as we considered, necessary in the
circumstances.

'In our opinion, the financial statements, referred to above
present fairly the financial position of the (Institution) as of
(Date), the changes in its fund balances and its current funds,
revenues, expenditures and other changes for the year/two year
period *then ended, in conformity with generally accepted
accounting principles applied on a consistent basis. ")

Our examination. was made for the purpose of forming an opinion on
the finahcial statements. taken as a whole. The information
included in the supplementary schedule of disbursements and
expenditures for each SFA program for the year/two year period
`ended (Date), is presented for purpose of additional analydis and
is not a required part of the jinancial statements. The
,information has been subjecte0 to tilt auditing procedures applied
in the ,examinations of the financial statements of the
(Institution), and in our opinion, is `fairly stated in all
material respects in relation to the financial statements- -taken
as a whole.

NOT4 The opinion should be qualified as necessaryunderthe
circumstances.
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,
ILLUSTRATIVE-

)

AUDITORS REPORT
N ON STATEMENT OF CHANGES IN
-*SFA PROGRAM -FUND. BALANCES AND

SUPpLEMENTARY SCHEDULE OF DISBURSEMENTS AND EXPENDITURES
FOR EACH SFA PROGRAM!

We have 'examined the accompanying statement of changes ,in SFA
program fund balances of the (Institution) for the /ear/two year
period ended (Pate). Our examination was made in accordance with
generally accepted auditing-standards and, accordingly, included
such tests _of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

The' accompanying statement' was prepared fc:r the purpose of
complying with the audit requirement relating to the Student
.Finapcial Assistance Programs of the U.S. Department of Education
and is limited to activities related to these programs.

In our opinion, the statement referred to above presents fairly
the changes in SFA program fund ;balances of the (Institution) for
the year/two year period ended \(Date) in conformity with .

generally ac'cep'ted accounting princii3les1i applied on a
espsistent basis. k

4-
,

Our examination was made for the purpose of forming an opinion on
the accompanying statement of changes in SFA program fund
balances takenas.a whole. The Wormation included in the
supplementary schedule of disbursements and expenditures for each
SFA program gor the year/two farear period ended (Date),' is
presented for purposes of Addrtional analysis and is not a
required part of the accompanying statement of changes in SFA
program fund balances. The information has been subjected to the
auditing procedures applied. in the ex.inination of the# accom-
panying statement 6f changes in SFA program fund balances of the
(Institution), and in our opinion, is fairly stated in_ all
material respects in relation to the accompanying statement taken
as a wholt.

.1i/ If the statement of changesin SFA program fund balances are
prepared in accordance with a comprehensive basis of account-
ing other than generally accepted accounting principles, this
report would be modified in accordance with paragraphs .02-
.08 of SAS No. 14, Special Reports.



Statement

Fund Balances - 6/30/XX

ILLUSTRATIVE

of Changes in SFA PrograM Fund Balances
June 30, 19XX

Grants and College Work Study

Pell

XXX,XXX

SEOG
- 7

XXX ,XXX XXXII,XXX- XXX., XXX XXX, X*

Student Loans. To

cws NDSL

Additions:
Nos

,Federal awards xxx,xxx xxx,xxx xxxtxXx
Othef xxx rxx, xxx xxx -xxxfpcx

xxx,xxx XXX XXX,XXXTOTAL ADDITIONS

Deductj.ons:
Grants
Wages
Amounts returned-to

governmetit
Loan-cancellations
Provisions for

doubtful loans
Administrative expenses

TOTAL DEDUCTIONS

Other charges:
Institution
matching grant.

Principal and
interest

Transfers ong programs
TOTAL OTHER ANGES

Net increase (decrease)
in fund balances

Fund balances -.6/30/XX

See accompanying notes to
Fund Balances.
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XXX,XXX
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XXX,XXX
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,XXX XXX-L.---
XXX,XXX

XXX,XXX
XXX,XXX

XXX,XXX
=EX=PMM=NINWW0140

XXX ,XXX

XXX,XXX

XXX,XXX
XXX,XXX
XXXqXX

=SAM
XXX XXX

XXX,XXX
XXX4XXX
XXX/XXX

XXX,XXX
PSZWAPS:
xxx xxx

XXX,XXX XXX,XXX
XXX,XXX XXX,XXX

xxx,xxx XXX,XXX
XXX,XXX XXX,XXX

XXX,XXX XXX,XXX
.XXX,XXX XXX
XXX,XXX XX X XXXmeww.MWM. IkW

XXX,XXX XXX,X1i

XXX,XXX XXX,XXX
XXX,XXX MAW
XXX,XXX XXX/XXX

XXX,XXX XXXIXXX

XXX (XXX 11,XXX XXX

Statement of Changes in Student 'Financial:Assistance Prograto
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ILLUSTRATIVE

Notes to Statement of Changes in SFA Program Fund Balances .

June 30, 19XX

(1) , Basis of Presentation

The accompanying statement of changes in SFA program fund
balances. (Statement) has been prepared in accordance with
generally accepted accounting principles and the format as
set forthq.:the publication,. Audit Guide for Student Finan-
cial Assistance Programs. The purpose of the Statement is
to present, .in summary form, SFA (activities of. tlie
(Institution) for the year/two year period ended June 30,
19XX, which have been financed by the U. S. Department of
Education., Except,as despribed in the following paragraph,
generally accepted accounting principles are in agreement
with the accounting practices prescribed for such prograis
by the Department 9f Education's liscal control and fund
accounting procedures.

The prescribed practices for the NDSL Program do not provide
for-apdrual of interest on 'student loans receivable or for a
provision of allowance for doubtful loans. Accordingly,
interest on loans is recorded as received; uncollectible
loans are not recognized until the loans are cancelled or
written-off in conformity with NDSL Program requirenients.
These practices do not 'conform with generally accepted
accounting principles. .

In order to fully disclose the financial position of the
NDSL loan fund, an allowance for doubtful loans and an
amount for accrued interest receivable was reported in the
Statement; however, the amounts are not included in the
data submitted to the Department of education on the Fiscal
Operations Report for the NDSL Program.

Because.the Statement presents. mil..v.!' selected portion of
the activities of the Institution, it is not intended to .and
does not present-either the financial position, changes in
fund balances or the current funds, revenues, expenditures,
and other changes in fund balances of the institution.

"'
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/LLUSTRATIVE

SCHEDULE OF DISBURSEMENTS AND EXPENDITURES
FOR EACH SFA PROGRAM
For The Period (Date)

Disbursements

National Direct Student Loan Program

Expenditures

College Work-Study Program
Supplemental Educational Opportunity

Grant Program
Pell Grant Programs

Year e d June 30
9X2

This schedule should be prepared on the accrual basis 0
accounting, or appropriate disclosure should be made.

41
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ILLUSTRATIVE

AUDITOR'S REPORT
ON INTERNAL, ACCOUNTING CONTROL BASED

SOLELY ON &STUDY AND EVALUATION MADE AS PART
OF AN AUDIT REQUIRED FOR THE SFA PROGRAMS

OF THE U.S. DEPARTMENT OF EDUCATION

We have examined the (Financial Statements) of the (Institution)
for the year/two year period ended (Date), and have"issued our
reports thereon dated (Date). As part of our examination, we
made a study and evaluation of the system of -internal accounting
control of the (Institution) to the extent we considered ,

necessary to evaluate the system as required by generally
accepted.auditing standards and the standards for financial and
compliance' audits contained in the- U.S. General Accounting
Office's Standards for Audit of Governmental Organizations.
Programs, Activities and Functions. For the purpose of this
report, we have classified the significant internal accpunting

11;
controls in the following categories .(identify control .stego-,
ries).

a

Our study included all of the control categories listed above
except that we did not evaluate the accounts g controls over
(identify any category not evaluated) because to reasons for
excluding any, category froth the evakluation) . The purpose of our
study aad evaluation was to determine the nature, timing, and
extent performing the auditing prOcedures necessary for
expressing an opinion on the entity's (Financial 'Statements).
Our study and evaluation was mom-limited than would be necessary
to express an opinion on the system of internal "accounting
control taken as a whole or,on.any of the categories of controls
identified above..

The management of (Institution) is responsible for establishi4s
and maintaining., a system of internal accounting control. In
fulfilling this iresponsibility, estimates and judgments by
management are 'required to assess the.expeqted benefits and
reld costs of control procedures. The objectives of a system
are to provide management with reasonable, but not absolute,
jassurance that assets are safeguarded against loss from unautho-
rized use or disposition, and that transactions are executed in
'accordance with management's authorization and recorded properly
to permit Vibe preparation of financial statements in accordance
with generally accepted accounting principles.

Becalte of inherent limitations in any system of internal
accounting control, errors or irregularities may nevertheless
occur and not -be do4ye'cted. Also, projection of any evalution
of the system to future periods is, `subject to the risk that
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4.1

.1

procedures may become inadequate because cif changes in conditions
or that the degree oetbmpliance with the procedures may deterio-
rate.

Our study and evaluation made-for the limited purpose described'
in the first, paragraph would not, necessarily disclose all
material weaknesses in the system. Accordingly, we do not
express an opinion on the system of internal accounting'control
of the (Institution) taken as a whole or on any of the categories
of controls identified 'in the first paragraph. However, our
study and evaluation- disclosed the following conditions that vie-
believe result in more than a relatively low risk ,that errors or
irregularities in amounts that would -be material in relation to
the (Financial Statements) of the (Institution) may occur and
not be detected within a timely period.'" (A description of the
material weaknesses that have come- to the auditor's attention
would follow.)?/

These conditions were considered in determing the nature, timing,
and extent of the audit tests to besapplied in our examination of
the (Financial Statements) for the -year/two year period ended.
(Date), and this report does not affect our report on the
(Financial Statements) dated (Date).

i
This eport is intended solely for-the use of management and the
U.S. epartment of Education and should not be used for any other
purpose.-

1/

2/

If the study and evaluation discloses no material weaknesses,
this sentence would state, "However, our study and evaluation
disclosed no condition that we believe to be a material weak-
ness," and the following paragraph-of this report that begins,
"These conditions..." would be omitted.

All material weaknesses that have come to the auditor's atten-
tion during the audit would described, 'whether or not they
relate to 0 category of cont ols that was excluded from the
study and evaluation. SAS N 20, Required Communication of
Material Weaknesses,in In fnal Accounting Control, paragrapil
3, notes that the auditor become aware of material weak-
nesses through the prelimin ry review-of the system or by

performing substantive tests f account balances.
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ILLUSTRATIVE

AUDITOR'S COMMENTS ON COMPLIANCE

Approach #1 - The Basic Financial Statements Have Been Audited

An illustrative example of this report follows:

the Board of Trustees
Name of Institution

We have examined the accompanying financial statements of (the
institution) as of and for the year/tieo year period ended June
30, 19XX, and have issued our report thereon dated November 15,
19XX. As part of our examination, we made a study and evalua-
tion of those internal 'admin.istrattive methods and procedures

. _Aestablished by ithe institution) to administer and account for
Student Financial Assistance Programs in:accordance with the /,
significant administrative requirements of the Dgpartment of
Educationfs (Educatio4) March 1984 Audit Guide for Student
Financial Assistance programs (Guide) Section II and 'the
following complianc ,requirements:

I CASH MANAGEMENT

II -`FINANCIAL REPORTING

III .INSTITUTIONAL ELIGIBILITY AND PARTICIPATION

IV COORDINATION OF STUDENT AiD. PROGRAMS

V STUDENT FILE MAINTENANCE FISCAL PROCEDURES AND RECORD:
KEEPING

VI STUDENT ELIGIBILITY

VII INSTITUTIONAL DISBURSEMENTS TO AWARD RECIPIENTS

VIII.REFUND CALCULATION AND OVERPAYMENT DETERMINATION
PROCEDURES

Other Compliance Requiremdhts Specific to Each SFA
Program,

We unaerstand that procedures and systems in conformity with the
criteria contained in these significant- administrative
requirements are considered. by Education to be adequate for
its purposes in accordance with the provisions of The Higher
Education Act as amended. Based on this undetstanding and our
study and evaluptiop, we believe the institution's,procedures,
and systems were auequatewfor Education's purposes, except for

4.
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'the conditions desCribed frefer to appropriate section of the
report) which we , believe are material-weaknesSes. in relation
to the SFA awards to which this refers. In addition to
these weaknesses, other conditions that we believe are not in

conformity with the criteria referred to above are described
(refer to appropriate section of report),

In addition, our examination also included test of controls to
ensure compliance with the provisions of certain major program
terms and conditions identified in Section II-Compliance
Requirements of the Guide. Based upon our examination, we found
that for the items tested, the institution complied with the
material terms'and-conditions of the SPA award agreements except
as described in the. Findings and Recommendations - Specific
Compliance Matters section of this report.

Further, ,based on our examination and the procedures refeeied
to above,' except as, discussed in the preceding' paragraph,
nothirt came to our attention to indicate that (the Institution)
had not complied with the materiar terms and conditions (identi-
fied in the firit paragraph .above) of. (the Insitution's) SPA
programs.

+4*

This report is intended solely fo he use of the Institution,
the cognizant. audit agency and other Federal audit agencies
and should not be used for any other purpose.

Approach #2 -.If the Basic Financial Statements Have Not Been
Audited or the Institution Chooses this Reporting Approach:

The first sentence of the example' report for Approach 1 would
be revised to state: r

We have examined the accompanying statement of changes in
SFA program Auld balances of the (Institution) for the
year/two year period ended June 30, 19X3, and have issued
our report thereon dated November 15, 19XX.

The remainder of the example report for Approach I would remain
the same.

I 4



SCHEDULE OF FI INGS AND QUESTIONED COSTS
(Should be Attached to Auditor's Comments on Compliance)

SAMPLE. FINDINGS

Finding No. 1 ,APPLICATION AND FISCAL OPERATIONS REPORT (ED FORM
646)

a) Cash on Hand and in Depository 'as reported in Part IV,
NDSL, did not agree with the general ledger and the bank
statement. Cash was reported as $200,00'0, whereas the
institution's books and records showed a balance of
$150,000. The discrepancy was the result of the institu-
tion transferring $50,000-of NDSL funds into its operating
account.

Recommendation

Refund immediately $50,000 to the NDS fund.

College's Comment

The institution reimgursed $50,0,00 to the NDSL fund.
Oo .ap.

b) The SEOG Disbursements in Part IV should have been
reported as $85,250 instead of $95 250. This was .a result
of a posting error. -'4

Recommendation

Submit promptly a corrected ED Form 646.

College's Comment a

Officials concur and have submitted a corrected copy of ED
Form 646. ,

c) The data pertaining to eligible aid applicants' on the
Income Grid section of Part II was not properly supported,
documented, or reliable. The supporting documentation for
the reported totals consisted only of tick marks recorded
on a tally sheet. Individual students included in the
totals were not identified, which precluded verification
that the students reported in the Income Grid met the
criteria for inclusion. Subsequently, the Financial Aid
Office reconstructed the data included in the Income Gq.d,
reported a decrease of 213 eligible aidr_gplicants,
corrected income categories for .30 students -,- d changed
the status of 14 students from independent to dependent.
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Recommendations
A

1) ',Submit a corrected ED Form 646, Part II, Section F.

2) Improve procedures to assure that data reported are
reliable, properly supported, and documented.

College's Comments

College officials stated that they did not have-a clear
understanding of the importance of this section of ED Form.
646. They concurred-and are in the process of implement-
ing the recommendations.

Finding No 2 - PROGRESS REPORT (ED FdRM 255-3)

The regularly scheduled Progress Reports, ED Form 255-3, which
may be submitted as early as the first of the appropriate month
but .no later than November 15, March 15, or July 15, were not
submitted timely. lIn addition, the lialidatiori-Roster (ED Form
255-4) had been riceived but the institution had not returned
the roster within the 30 day period. The institution's source
of data used in preparing these reports was not properly main-
tained to assure that reports were submitted timely.ql

Recommendation
0
Improve administrative and accounting procedures so that "all
required report1.4411 be submitted' timely.

College's Comments

The institution recognizes that kness exist; in administra-
tive and Accounting procedures and has taken the necessary steps
to improve its recordkeeping

Finding No. 3 SATISFACTORY ACADEMIC PROGRESS

The institution has not implemented its published standards of
satisfactory academic progresde. As a result, Title IV funds of
$20,750 have been disbursed Aineligible students. A review of
academic records, of 50 ndomly-selected financial aid
recipients (universe: 250) disclosed that 16 recipients were not
maintaining satisfactory progress based on the institution's
standards.

J.
8 students had not achieved the minimum grade
average'as stated in the standards.
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,4 full-time stVents have been enrolled in school for the
past 4 years and are still classified as 2nd year
students.

3 full-time students had attended 2 years longer than the
time-frame allowed for completion of their studies.

1 student had completed only 13 of 45 credit hours attempt-
ed in the last 3 quarters.

These studpnts' academic records .did not meet the intitution's
standards which properly incorporated these components: 1)
qualitative measure (e.g., grades or point average); 2) a quanti-
tative Measure (e.g., a number of credit hours to. be completed
each payment period, "term or academic year--this addresses
progress for-the time the student is enrolled); and 3) a time

me for completion of, a degree, diploma or Certificate
p ram.

Recommendation

1) Enforce the standards ofsatisfactory academic progress..

Refund $20,750 to the appropriate program funds and revise
the federal financial reports to reflect the repayments.

Institution's Comments

According to college officIals the standards of satisfactory
academic progress had not been implemented because of lack -of
staff. They agreed that the 16 students had not maintained
satisfactory academic progress in accordance .with the standards
knd plan to implement the recommendations immediately.

Finding No. 4 - DUE DILIGENCE,

The institution has not complied with the requirements for
diligence of the NDSL program. No follow ups have been perfor d
on accounts over 120 days delinquent; and not one account" has
been litigated even though there are 305 borrowers' in default.
The excessive default rate of 21 percent probably could be
reduced if litigation and follow-up procedures were performed.

.11

Recommendations

4-) Establish and implement procedures to follOw up on delin--
qlent accounts and, if warranted, refer these accounts to
'collection agencies or perform collection activities with
its own personnel.
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2). Litigate borrowers in default where collection efforts
have-failed and who meet the criteria for litigation.

Institution's Comments

Concurred with our recommendations of following up on delinquent
accounts and reviewing loans in default for possible litigation
actio

Fin4lng No. 5 - EXCESS CASH BALANCE

A cash bal.-veer of $200,000 was accumulated in the ,NDSL fund,
and none of the cash was deposited in an interest-bearing account
or an income-producing account. The institution estimated that
during the next fiscal year disbursements to award recipients
would be $50,000; other expenditures, $10,000; and collections
and other income, $30,000. Based on the procedures in the Dear
President's letter dated July 1979, the school would have excess
cash during the next year.

Recommendations

1) Return the Federal share of excess cash to the Department
of Education in accordance with the Dear President's
letter.

2) Review the cash in its NDSL fund at least annually, f011ow-
ing the procedures outlined in the Dear President's
letter.

a 3) Deposit idle cash which is not needed for a period of time
in an income-producing account, retaining income earned in
the Loan Fund.

46

Institution's Comments

Officials concur and have returned the excess cash to tbs.):

Department of Education.

Finding No. 6 - REFUNDS

Although the institution has`a refund policy, refunds have not
been made to the students who were due refunds because the insti-
tution did not have an established procedure for the Registrar's
Office to notify the Student Financial Aid Office of withdrawals.
Consequently, no refunds have been allacated to the Title IV
programs. Twenty students were due refunds, and $3,000 should
have been returned to the Title IV programS.



a,

Recommendations

1) Establish procedures to implement the institution's. refund
.policy.

2) Allocate $3,000 to the appropriate Title IV programs.

Institution's Comments

Concurred and had implemented the recommendations soon after our
examination was completed.

I,

Finding No. 7 - REPORTING REQUIREMENTS - GSL

The institution had not reported the change in studerIts' status
to the guarantee agency or the lender because no procedures had
peen astablished. Our review disclosed that 5 students had
withdrawn and .2 had ceased to be enrolled at least one-half
time.

Recommendationl

We recommend that the 4nstitution establish and implement proce-
4dures to comply with the reporting requirements to lenders or
guarantee agencies.

Institution's COmments

Officials concurred and established procedures as recommended.
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AUDITOR'S COMMENTS ON AUDIT
RESOLUTION MATTERS RELATING TO TEE

SFA PROGRAMS

The institution has taken 'Corrective action on findings from
prior audit reports, ACN * xxx, and title:

41

Findin No. 1.

Action Taken

Finding No. 2

Action Taken

The required documentation with
regard to financial aid tran-
scripts was not obtained for
students receiving aid who have
attended other eligible institu-
tions.

On March 10, 1983, the institu-
tion reimbursed $15,350 to the
appropriate programs, resulting
from non-compliance with program
regulations.

All findings from the previous audit report must be included.
,

Where adequate corrective action his not been taken and the

finding is reported again in either of the findings and recom-

mendations sections of the current report, the auditor need only

briefly describe the prior finding and show the page reference

where it is included in this durrent report.

here were no prior findings and recommendations, include a

note to that effect in this section.
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REFERENCE MATERIALS.

\ APPENDIX A
Page 1 of 4

de

The publications -listed below can be used for verification and
reference, purposes in auditing the programs. The institutions
should have copies of these materials. Auditors should use the
reference material applicable to the period.under audit.

General Provisions

1. Federal Register, December 31, 1980, Vol. 45, No. 252,
34 CFR 668: Student Assistance General Provisions.

2. Federal Register, January 21, 1981, Vol. 46, No. 13, 34
CFR 674, 675, 6.76, 682, 683, and-690: Cost of Attendance
and Treatment of Bankruptcy\Regulation.

al+

Federal Register, April 11, 1983, Vol. 48, No. 70, 34 CFR
668: Student Assistance General Provisions. (Impl menta-
tion date: October 1, 1983.)

4.- Federal Register, October 6, 1983, Vol. 48, No. 951 34
CFR 668 and 690: Student Assistance General Provisions
and Pell Grant Program.

Student Financial Aid Handbook(s) -for the-year(s) audited..
(Souice: Department of Education, 'office of Student Finan-
cial Assistance, P.O. Box 84, Washington, D.C. 20044).

ik
Dear Colleague Letters and Q. and A Newsletters (Source:
Department of Education, Office of Student Financial
Assistance, P.O. Box 84, Washington, D.C. ;0044)

Pell Grant Program

1. Federal Register, December 30, 1980, Vol. 45, No. 251,
34 CFR 690:. Pell Grant Program.

2. Federal Register, May 13, 1982, Vol. 47, No. 93, 34 CFR
690: Cost of Attendance July 1, 1982 through June 30,
1983.

3. Federal Register, October 28, 1982, Vol. 47, No. 209, 34
CFR 690: Pell Grant Program.
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4. Pell Grant Validation Procedures Handbook for the year(s)
audited. (Source: Department of Education, Office of
Student FinanCial Assistance, P.O. Box 84, Washington, U.C.
20044)

Payment Schedule for the Applicable Award Year.

6. RDE Manual (Tape Exchange; not applicable for all institu-
,tions)

Ala

Campus-based Programs'

1. Federal Register, January 111t, 1981, Vol. 46, No. 12, 34

CFR, 674, 675, and 676: gational Direct Student Loan
Program, College Work-Study Program, and Supplemental
Educational Opportunity Grant Program.

Note: This is the most recent comprehensive set of regula-
tions covering NDSL. Refer to earlier regu ons for
loans made prior October 1,_1980.

Z. Federal Register, July 30, 1982, Vol. 47, No. 147, 34 CF
674, 675 and 676:. National Direct Student. Loan Program,
College Work-Study Program and Supplemental, Educational
Opportunity Grant Program, technical amendments and correc-
tions.

4

3. Federal Registft, August 2, 1982, Vol. 47, No. 148, 34
CFR 674, 675, ikand 676: National Direct. 1Student Loan
Program, College Work-Study Program and Supplemental
Educati`onak Opportunity Grant Program, Funding
Re4ulations.

S

4. Federal Register, 'June 15, 1982, 34 CFR 674, 675 and 676:
Approved List of Need Analysis Systems for Award Year 1982-
83 for Awards to Students under the NDSL, CWS and SEOG
programs.

5. Federal Register, April 15, 1983, 34 CFR 674, 675, and
676: "Approved Systems of Need Analysis for Academic Year
1983-84.

6. Federal Registers or other published lists of schools with
students from low-income families - used to determine
National Direct and Defense Loan teacher cancellations.
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7. -ColleCtion Manual, NDSL Program, November. 1979, (Source:.
Department of Education, Office of Student Financial Assis-
tance, P.O. Box 84, Washington, D.C. 20044).

18. Student Loan Collection Pocedures, National Association
of College and University 'Business Officers. (Source:
NACUBO, One. Dupont. Circle, Suite 510, Washington, D.C.
20036; Price- $10.00 if not , an NDSL participant. NDSL
participant no charge).

9. NDSL Cancellation, Postponement, Deferment Guide, June
1980. .(Source: Department of Education, Office of Student
Financial Assistance, P.O. Box 84, Washington, D.C.
20044).

10. Dear President letters dated April 1978 and July 1979 and
Dear Financial Aid Administrator letters dated August and
,Mcember 1983. (Regional Office of Student Financial
Assistance).

Guarant ed Student Loan Program (GSL) including PLUS

1. Fed ral Register, September 17, 1979, Vol. 44, No. 181,
34 CFR 682: Subparts A, B, and F, Guaranteed Student Loan
Program.

2. Federal Register, January 16, 1981, Vol. 46, No. 11, 34
CFR 682: Guaranteed Student Loan ogram, Refund of
Tuition Charges and Other Fees.

3. Federal Register, April 21, 1982, Vol. 47, too. 77, 34 CFR
683: PLUS Program Regulations.

.

4. Federal Register, May. 3, 1982, Vol. -47, No. 85, 34 C14'682:
Guaranteed Student Loan Program, Amended Family Contribu-.
tion Schedule for the period July 1, 1982 through June 30,
1983.

5. Federal Register, April 1, 1983, Vol. 48, No. 64, 34 CFR
682: Family Contribution Schedule for the Guaranteed
Student Loan Program for 1983-84 and 1984-85.

6. GSL 'Bulletin S -32, "October 1981.
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General Reference

1. Standards for Audit of Governmental Organizations/ Programs;
Activities and Functions, issued by the Comptroller. General of
the United States, 1981 Revision. (Source: Superintendent of
Documents, U.S.- Government Printing Office, Washington, D.C.
20402 7 Stock No. 020-000-00205-1)'

2. AICPA. Professional Standards, '(Source: American Institute
of Certified Public Accountants, 1211 Avenue' of the Americas,
New York, New York 10036)

3. The Blue Book:, Accounting, Recordkeeping, and Reporting
By Postsecondary Educational Institutions For- Federally - -Funded
.Student Financial Aid Programs, (Published October 1981)
(Source: ED, OSFA, Division of Training and Dissemination, ROB-
3, 400 Maryland Avenue, S.W., Washington, D.C. 20202) .

4. Institute Guide for Financial Aid Self-Evaluation, NASFAA,
(Updated) (Source: ,National Association of Student Financial
Aid Administrators, 1776 Massachusetts Avenue, N.W., Suite 100,
Washington, D.C. 2D006)

5. ED Payment Syste Users Manual, (Published March 1982)
(Source: Director, Di ision of Policy Systems and Procedures,
Department of Educat on, Financial Management Service, 400
Maryland Avenue, S.W. Wishington; D.C. 2022)

$
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REGIONAL INSPECTORS GENERAL FOR At

Regions

Regional Inspector General
for Audit

Department of gducation/OIG
JW McCormack Post Office'Ss

Court' 512)
Boston, MA "09

617-223-140

II Regional Inspector General
for Audit

Department of Education/OIG
20 Federal Plaza (doom 3739)
New York, NY 10278.

212-264-8442

III Regional Inspector General
for Audi

Department of Education/OIG
PO Box 1371
Philadelphia, RA 19101

215 596-0262

IV Rei al Inspector General
for udit f

Department of Education/OIG
PO Box 1598
Atlanta, GA 30301

404-221-5862

V Regional Inspector General'
for Audit

Department of Education/OIG
300 South Wacker 'Drive (Room 1302)
Chicago, Ill 60606'

312-886-6503

.56

APPENDIX
Page-1 of 2

States Covered

Connecticut, Maine,
Massachusetts, New Hampshire,
Vermont, Rhode Island

New York, New Jersey,
Puerto Rico, Virgin Islands

Delaware, District of Columbia,
Maryland, Pennsylvania,
Virginia, West Virginia

Alabama, Florida, Georgia,
Kentuc,ky, Mississippi, North
Carolina, South Carolina,
Tennessee

Illinois, Indiana, Minnesota,
Michigan, Ohio, Wisconsin

61
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REGIONAL INSPECTORS GENERAL FOR AUDIT

Regions

VI Regional Inspector General
for Audit .

Department of Educatidn/OIG/s4
1200 Main Towel: (Room 1420)
Dallas, TX 75202

214-767-3826 ---'

VII Regional Inspector General
for Audit

Department of Education/OIG
324 East 11th Street (10th Floor)
Kansas City, Missouri 64106

816-374-7101

VIII Regional Inspector General
for Audit

DepaYtment of Education/OW
1185 Federal Office Buil
1961 Stout Street (Roo
Denver, Colorado 80294

3031 -834-2385

IX Regional Inspector General
for Audit

Department ofNEducation/OIG
50 United .Nations Plaza, Room 304
San Francisco, Ca -94102 1

415-556-2711

X Regional Inspector General
for Audit

Department of Education/OIG
2901 Third Avenue (M/S 105)
Seattle, Washington 98121

206-442-0657

APPENDIX B
Page 2 of 2

States Covered

- Arkansas, Louisiana,
`New Mexico, Oklahoma, Texas

ti

Iowa, Kansas,
Nebraska'

Colorado, Montana, North
Dakota, South Dakota, Utah,
Wyoming- .

Arizona, California, Hawaii,
'Nevada

Alas , Idaho, Oregon
Washi ton
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Regions

fI

OFFICE OF STUDENT FINANCIAL ASSISTANCE
REGIONAL AND HEADQUARTERS PR }GRAM CONTACTS

Regional Administrator
Student Financialiftssistance
Programs

JET McCormack Post Office anti
Courthouse Building, Rm 510

Post Office Square
qoston, MA 02109

617-223-7205

II. Regional Administrator
Student Financial Assistance
Programs

26 Federal Plaza
New York, NY 10278
212-264-4045

III Regional Administrator
Student Financial Assistance

Programs /
PO Box mis
PhiladelphialfA 19101

215-596-1U18

5\

(

rr

IV Regional Administrator
Student Financial Assist rice

Programs
i(PO-Box 1692

Atlanta; GA 30301
404-242-5008

V Regional Administrator
Student Financial Assistance
Programs

300 South Wacker Drive
Chicago, 111 60606

312-886-9022

HEADQUARTERS

Regions
04a

APPENDIX C

VI Regional Administrator
Student Financial Assistance
Programs

1200 Main Tower Building,
Room 1645

Dallas, Texas 75202
214-767-4359

VII Regional Adm istrator
Student Fina ial Assistance
Programs

324 East 11th Street - 18th
Floor

Kansas City, Missouri 64106
816-374-5875

VIII Regional Administrator
Student Financial Assistance
. Programs
1961 Stout Street - 3rd
Floor - FOB

Denver, Colorado 80294
303-837-4128 /

. IX Regional Administrator
Student Financial Assistance
Programs

50 United Nations Plaza
San Francisco, CA 94102

415-556-8159.

Audit Review Branch
Division of Certification'

and Program Review/OSFA
P.O. Box 23800, L,Enflnt Plaza St.4ion
Washington, D.C. 20026

202-245-1835

58

X -Regional Administrator
Student Financial Assistance
Programs

Mail Stop 102
2901 3rd Avenue
Seattle, Washington 98121

206-442-0434

-111000-
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