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The Commission is responsible for the efficient administration and effective oversight of its 
authorized Federal and State financial aid programs. To that end, the Commission must examine 
the management of its programs and the disbursement of funds from beginning (Commission) to 
end (eligible qualifying institutions.)  This is accomplished through both external reviews and 
internal audits performed by staff in the Legal & Audit Services Division. 

PROGRAM COMPLIANCE OFFICE 

The Commission’s Program Compliance Office (PCO) auditors conduct reviews of postsecondary 
institutions participating in the Commission’s financial aid programs to give the Commission a 
measure and a process to safeguard the assets it has entrusted to the institution, to check the 
accuracy and reliability of the data submitted, and to ensure and protect the overall integrity of the 
Commission’s programs. The areas of review include: program compliance, student records, and 
payment administration for participants in the Cal Grant, Specialized Programs and the California 
Student Opportunity and Access Program (Cal-SOAP).  The PCO currently has a staff of three 
Associate Management Auditors conducting reviews.  A fourth Associate Management Auditor is 
acting in the role of a Staff Management Auditor.   

• Institutional Audits 

The PCO auditors are performing full field audits of Cal Grant participating institutions for the 2011-
12 and 2012-13 academic year.  For fiscal year 2013-14, the auditors closed twelve audits, issued 
two draft audit reports, performed field work at five institutions and engaged an additional three 
campuses. An additional four audits have been closed in fiscal year 2014-15. The most common 
findings for these audits include: satisfactory academic progress policy does not meet federal 
standards; renewal unmet need calculated incorrectly; Cal Grant funds not reconciled; eligibility 
verification not performed; Cal Grant A awards paid on an ineligible program. As a result of these 
findings, institutions have returned $242,415.02 to the Commission and been found to have an 
additional $78,767.50 in institutional liabilities.    
 
• Fiscal Reviews 
Legislative changes have increased the audit workload within the PCO with the implementation of 
SB 70 and SB 1016.  The institutional eligibility requirements for the Cal Grant Program became 
more rigorous with the establishment of the cohort default rate (CDR) and graduation rate 
qualifications for participating institutions.  In 2011-12 academic year, 76 institutions were 
eliminated from the Cal Grant Program for exceeding the maximum CDR.  For the 2012-13 
academic year, 156 institutions were eliminated from Cal Grant participation for either CDR, 
graduation rate or both.  With the large number of institutions exiting the Cal Grant Program, the 
PCO instituted a fiscal review process to ensure that the newly ineligible institutions had 
appropriately reconciled their Cal Grant funds and returned undisbursed and/or ineligible Cal Grant 
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funds to the Commission before the three-year audit provision contained in the Institutional 
Participation Agreement expired.  To date, 47 fiscal audits of ineligible institutions are either in 
process or completed and $62,584.90 has been returned to the Commission. An additional 
$18,709.00 in institutional liabilities was discovered during these audits. 
 
• Competitive Program 
 
The Program Compliance staff has been actively involved in the Commission’s efforts to increase 
the paid rate for the Competitive Cal Grant awards.  For the last two years, the PCO has assisted 
the Program Administration & Services Division (PASD) in contacting students and institutions to 
conduct research on why students at a particular institution have not been paid.  As a result of 
these activities, the PCO has expanded the scope of the institutional audits to include a sample of 
Cal Grant students, whether Entitlement, Transfer Entitlement or Competitive, that were on the 
institution’s roster for the academic year under review that were not paid at any point during the 
academic year.   
 
INTERNAL AUDITS 
 
• Internal Audit Plan and Risk Assessment 
 
The Internal Auditor has drafted an Internal Audit Plan and Risk Assessment for review by the Audit 
Committee.  (See Exhibit 15.) The Internal Audit Plan and Risk Assessment have been based upon 
a risk-based approach specific to CSAC operations.  The plan focuses on high risk areas and a 
limited amount of special projects, as available resources permit. 
 
• FISMA 
 
The Financial Integrity and State Manager’s Accountability (FISMA) Act of 1983 was enacted to 
reduce the waste of resources and strengthen accounting and administrative control. FISMA 
requires each state agency head to maintain effective systems of internal accounting and 
administrative control, to evaluate the effectiveness of these controls on an ongoing basis, and to 
biennially review and prepare a report on the adequacy of the agency's systems of internal 
accounting and administrative control. 
 
The Commission’s internal auditor performed a risk assessment utilizing questionnaires, risk 
assessment spreadsheets, prior audits, and interviews with Commission managers. The identified 
risks were shared with the senior management team and the highest risks were identified.  The top 
risks were found to be related to protection of personally identifiable information, information 
technology modernization challenges and limitations, and issues related to succession 
planning/key-person dependency.   
 
The FISMA report was prepared, signed off by the Executive Director as required by law, and timely 
submitted in December 2013.  The corrective action plan was submitted as required in January 
2014.  (See Exhibit 14.1) 
 
The Department of Finance (Finance) has accepted the Commission’s FISMA report and corrective 
action plan as submitted.  Finance’s acceptance of the FISMA report and/or CAP means the report 
and plan meet the evaluation criteria, including an evaluation of whether management was engaged 
in the risk assessment process and involved in establishing controls, ongoing monitoring, and risk 
mitigation strategies on an organization-wide basis.   
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The Commission submitted its required 6-month corrective action plan on June 17, 2014.  (See 
Exhibit 14.2)  This corrective action plan was accepted by Finance on August 12, 2014.   
 
The Commission will be required to submit an updated corrective action plan by December 31, 
2014.  The Commission will be updated of the status of the FISMA reporting and the corrective 
action plan at its February 2015 meeting.  
 
 
Responsible Person(s): Keri Tippins 
 General Counsel and Chief 
 Legal & Audit Services Division 
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DATE: December 18, 2013 
 
 
TO: Michael Cohen, Director of Finance 
 
 
FROM: Diana Fuentes-Michel, Executive Director, California Student Aid Commission 
 
 
SUBJECT: Review of the Systems of Internal Control 
 
 
In accordance with the Financial Integrity and State Manager’s Accountability Act of 1983, 
Government Code sections 13400 through 13407, I am submitting the enclosed report describing 
the review of our systems of internal control for the biennial period ended December 31, 2013.  

As statutorily required, the California Student Aid Commission is in compliance with 
Government Code section 12439.   

 
 
Enclosure(s) 
 
cc: Director of Finance   FISMAhotline@dof.ca.gov 

Legislature   deanna.hansen@asm.ca.gov 
State Auditor   MargaritaF@auditor.ca.gov 
Governor’s Office  Adrian.Mata@gov.ca.gov 
State Library   FISMA@library.ca.gov 
State Controller’s Office SCOaudFISMA@sco.ca.gov 
State Treasurer’s Office FISMA.Reports@treasurer.ca.gov 
Attorney General  OPRA@doj.ca.gov 
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Name of Department / Org Code (    California Student Aid Commission/7980 January 31, 2014 Report January 28, 2014

Signature of Director:  ___/ S / June 30, 2014 Report indicate report submitted

December 31, 2014 Report indicate report submitted

June 30, 2015 Report indicate report submitted

CORRECTIVE ACTIONS TAKEN CORRECTIVE ACTIONS TO BE TAKEN
ONGOING MONITORING

PERSON RESPONSIBLE FOR 
ACTION (POSITION TITLE)

DATE OF ACTION/
PLANNED ACTION

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

An internal audit will be performed to 
determine security risks.

Keri Tippins, General Counsel June 2014

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

An external provider is currently 
performing a risk assessment on the 
Commission's Grant Delivery System. 
The Commission will review the 
assessment and determine an 
appropriate course of action based upon 
the recommendations in the assessment.

Chris Edwards, Division Chief 
Keri Tippins, General Counsel

On Going

Departmental 
Succession Planning 

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

Each division is documenting procedures 
and cross training. 

Management On Going

CORRECTIVE ACTION PLAN

CONTROL WEAKNESSES 
IDENTIFIED

Personally Identifiable 
Information Protection

Information Technology 
Modernization Challenges & 
Limitations
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Name of Department / Org Code (    California Student Aid Commission/7980 January 31, 2014 Report January 28, 2014

Signature of Director:  ___/S/ June 30, 2014 Report June 30, 2014

December 31, 2014 Report indicate report submitted

June 30, 2015 Report indicate report submitted

CORRECTIVE ACTIONS TAKEN CORRECTIVE ACTIONS TO BE TAKEN
ONGOING MONITORING

PERSON RESPONSIBLE FOR 
ACTION (POSITION TITLE)

DATE OF ACTION/
PLANNED ACTION

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

The Commission is developing an 
internal audit plan and risk assessment 
for 2014-15 which will include a security 
risk component. The Commissioners will 
vote in September 2014 for approval.

Keri Tippins, General Counsel September 2014

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

The risk assessment on the 
Commission's Grant Delivery System has 
been completed.  The Commission is 
currently reviewing the assessment 
results and developing a plan for 
implementing recommendations.

Chris Edwards, Division Chief 
Keri Tippins, General Counsel

February 2015

Departmental 
Succession Planning 

The Commission has several mitigating 
controls in place. Please see FISMA 
report.

Each division is documenting procedures 
and cross training. 

Keith Yamanaka, Chief 
Deputy Director

December 2014

CORRECTIVE ACTION PLAN

CONTROL WEAKNESSES 
IDENTIFIED

Personally Identifiable 
Information Protection

Information Technology 
Modernization Challenges & 
Limitations
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