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Background

The California Student Aid Commission (Commission) is responsible for the effective oversight
and efficient administration of Federal and State financial aid programs, including the Cal Grant
Program. This includes ensuring program integrity through compliance audits and reviews of the
institutions participating in the programs. These reviews give the Commission a measure and
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.

Over the past couple of years, the Commission’s Audit Team has implemented a number of
changes to improve the audit process. These changes ensure that audits are completed
efficiently, in a very timely manner, while enhancing accuracy and reducing human error with
automation. The changes implemented include the following:
e 100% paperless audits
o Institutions are now able to upload the requested documents directly to the
Commission’s WebGrants system instead of sending in hardcopy of documents.
This change was received very well by institutions that have been audited so far
as it eliminated the additional workload of printing and organizing documents prior
to sending them in. In addition, it ensured the security and confidentiality of
students’ personal information as data in the system is only accessible to auditors
and school financial aid personnel who have access to the school’s records in the
system.
o A virtual environment also allows the schools flexibility on when they can provide
documentation rather than during the one-week period when auditors are onsite.
During the pandemic, remote/paperless audits allowed financial aid personnel
prioritize tasks based on the changes that were taking place due to the lockdowns
related to COVID-19 and work on audit requests as their schedule allowed.
e Automation of testing workpapers
o The Audit Team has implemented and now uses the TeamMate+ Audit Software
which allows for multiple automated functions. The transition includes electronic
testing spreadsheets instead of paper-based forms. This allows for audits to be
performed with an increased accuracy eliminating the need to manually input data
on hard copy forms and calculate amounts. Data in the testing workpaper is
populated from files generated from our system and calculations are performed
automatically using Excel formulas.
e Time savings
o The above changes have allowed the team to save at least eight (8) hours of travel
time per audit as well as travel-related expenses (meals, lodging, mileage). In
addition, an average of twenty (20) hours related to document organization and
filing is saved per week, per auditor. The team is now able to focus this time on
other high priority items such as updating the audit procedures in the software,
enhancing workpaper functionality and picking up additional tasks as needed.

Audit Selection Criteria

The Commission uses a risk-based approach in selecting the institutions and student records to
audit. The Cal Grant audit program emphasizes on the verification of applicant eligibility, fund
disbursement, fiscal responsibility for program funds and general eligibility. The Commission also
performs Fiscal Close-Out (Focused) audits. The Fiscal Close-out audit is a streamlined audit
program centered on the fiscal accountability of funds for institutions that have ceased
participation in the Cal Grant Program. Audits are selected based on the following criteria:

o Date of last review of the institution’s Cal Grant program

e Number of findings in prior review



¢ Amount of liability identified and collected in prior review
Cal Grant funds received for the award year being audited
e Percentage of liabilities from total funds received for audit period

Areas of Noncompliance

The major areas of noncompliance found in the Cal Grant compliance audits completed are
primarily in the areas of applicant eligibility, fund disbursement, fiscal responsibility, and general
eligibility for program funds. A summary of the most common reasons for these findings are noted
below.

1. Applicant Eligibility

Participating institutions are required to confirm that a Cal Grant recipient meets eligibility
and program requirements at the time Cal Grant funds are paid to the recipient or the
recipient’'s account using all existing information including the Institutional Student
Information Record (ISIR) or the California Dream Act Application (CADA). Most of the
audit findings in this area are the result of the institution not determining that a student
became ineligible for a Cal Grant.

2. Fund Disbursement

The institution is required to disburse Cal Grant funds based on a student’s attendance at
the time of disbursement. The majority of the findings in this area resulted from institutions
disbursing a Cal Grant payment that is not consistent with the student’s enroliment status.

3. Fiscal Responsibility for Program Funds

Institutions participating in the Cal Grant program are required to deposit and maintain Cal
Grant funds in an interest-bearing account and must reconcile their accounts with funds
received from the Commission for each award year. The reconciliation process consists
of comparing the accepted payment transactions reported by the school via WebGrants
with transactions reported on the institution’s accounting system. The maijority of findings
in this area resulted from funds being deposited in non-interest-bearing accounts, interest
earned not being returned, and/or funds not being reconciled.

4. General Eligibility

Institutions participating in the Cal Grant program are required to maintain updated policies
and procedures for the overall administration of the program. The maijority of findings in
this area resulted from institutions not maintaining policies and procedures for the
administration of the program, not ensuring the Satisfactory Academic Progress (SAP)
policy meets the federal requirements, non-compliance with the Commission’s WebGrants
Information Security and Confidentiality Agreement and not maintaining the required
standards of administrative capability to be able to administer the program.

In order for an institution to resolve an audit finding, the institution is required to submit revised
policies and procedures to the Commission. Upon approval, these revised policies and
procedures must be implemented by the institution to ensure future program compliance. In
addition, the institution must return ineligible funds, if any, upon receipt of the final report. An
audit that is considered final (closed) indicates that the institution met all required action set forth
by the Program Compliance review. Institutions that have numerous findings demonstrating a
lack of administrative capability are placed in the Commission’s At-Risk Program for a minimum



of two years. Institutions on the At-Risk Program will be required to provide eligibility
documentation for approval prior to receiving Cal Grant funds. While on the program, an audit will
be conducted to ensure the institution meets the eligibility criteria prior to having funds disbursed
for the term following the audit. An institution that fails to meet the requirements may have its
participation in the Cal Grant Program terminated. The Commission’s Institution Support Unit
(ISU) will work with institutions on the At-Risk Program to bring them into compliance.

Current Year Audits

For Award Year 2017-18, the Commission performed at total of fifty (50) Cal Grant Audits. Due
to the situation caused by the COVID-19 pandemic, some audits were not completed until the
following year and were closed later than anticipated. The Commission and institutions had to
transition to remote audits due to the Governor's stay-at-home order in place. In addition,
Commission audit staff was reassigned to the Governor's Contact Tracing Assignment, which
added to the delay in completing audit work as originally planned. As indicated above, the team
utilized the downtime to implement and set up the new audit software during this period and
streamlined audit workpapers.

Major areas of non-compliance noted during the audits for Award Year 2017-18 are as follows:

Display 1.A: Major Areas of Noncompliance in
Final Audit Reports of Cal Grant Institutions

Audit Findings uc Csu CCC Private | Proprietary Total
Applicant Eligibility 3 3 15 15 - 36
Fund Disbursement 3 2 11 12 2 30
Fiscal Responsibility 2 1 6 11 - 20
General Eligibility 1 1 6 8 - 16
TOTAL 9 7 38 46 2 102




Table 1.B: Major Areas of Noncompliance and Financial Outcomes in Final Audit
Reports Cal Grant Institutions

Audit Findings
Applicant Fund Fiscal General Funds Disbursed to Funds
s AT e Eligibility | Disbursement| Responsibility Eligibility the Institution Returggc:eto the
California State University
(CSU)
CSU Fullerton 0 0 0 0 $59,635,197 $0
CSU Long Beach 1 1 0 0 56,568,019 836
CSU Northridge 2 1 1 1 68,496,843 10,915
Total CSU 184,700,059 11,751
California Community
College (CCC)
Folsom Lake College 0 0 0 0 526,287 0
Fullerton College 1 1 0 0 2,790,329 63,110
Lassen College 2 1 2 1 135,989 2,804
Los Angeles Trade 0 2 0 0 1,431,410 20,152
Technical College
Mendocino College 3 1 0 0 458,524 6,061
Modesto Junior College-BA 0 1 1 1 7,032 0
Saddleback College 0 0 0 0 788,231 0
American River College 0 0 0 0 2,371,276 0
Bakersfield College-BA 0 0 0 0 14,845 0
Citrus College 1 1 2 1 1,772,348 2,508
MiraCosta College-BA 0 0 0 0 7,544 0
MiraCosta College 1 1 1 1 1,392,407 0
Modesto Junior College 0 0 0 0 2,800,093 0
Moorpark College 1 1 0 0 1,078,183 1,757
Mt. San Antonio College 0 0 0 0 4,180,857 0
Orange Coast College 1 0 0 1 2,355,257 1,672
Palomar College 0 1 0 0 1,776,338 0
San Jose City College 1 1 0 1 423,321 627
Skyline College 4 0 0 0 531,689 3,618
Total CCC 24,841,960 102.309




Private

Career Networks Institute 158,588 0

California College of the 1,426,628 89,754

Arts

Chamberlain University- 17463 0

Sacramento

Charles R. Drew University 90,867 35,587

Claremont McKenna 942,340 0

College

Gnomon 12,340 0

Gurnick Academy of 12,691 0

Medical Arts-Sacramento

North-West College, West 125,898 22,815

Covina

North-West, Pomona 54,090 18,024

North-West, Riverside 125,392 9,907

Platt College-Anaheim 40,637 0

Pomona College 983,218 9,084

Santa Barbara Business 29,582 0

College-California

Union Institute and 42,433 860

University- Los Angeles

Union Institute and 21,512 2,689

University-Sacramento

Universal Tech Institute- 158,501 6,666

Long Beach

California College of the 1,426,628 89,754

Arts

Holy Names University 2,023,759 0

Menlo College 1,329,703 92,792

SAE Expression College 111,564 0

Southe.rn California Institute 192,763 1,408

of Architecture

University of La Verne 31,415 0

Teacher Program

Vanguard University of

Southern California 5,039,663 45,134
Total Private 14,397,675 424,474




Proprietary

Argosy Art Institute of 1,107,050 3,808

California- Inland Empire

Argosy Art Institute of 273,273 0

California- Orange County

Argosy Art Institute of 523,753 0

California- San Diego

Argosy University- San 21,953 0

Francisco Bay Area

Argosy University- Inland 180,224 1,765

Empire

Argosy University- Los 55,129 0

Angeles

Argosy University- Orange 56,919 0

County

Argosy University- San 25,278 0

Diego

Total Proprietary 2,243,579 5,573

University of California (UC)

UC Davis 0 116,174,973 0

UC Irvine 0 147,432,020 0

UC Los Angeles 1 120,864,933 12,630

UC Riverside 0 132,269,525 1,562

UC San Diego 0 108,912,585 8,978

UC Santa Barbara 0 102,003,031 0
Total UC $727,657,067 $23,170

Grand Total $953,840,340 $567,277






