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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 several changes
to improve the audit process. These changes ensure that audits are completed efficiently, in a
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 a hard copy 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
before sending them in. In addition, it ensured the security and confidentiality of
students’ personal information as data in the system are 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 to
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 Commission has implemented and now uses 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 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 by 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 the verification of general eligibility, applicant
eligibility, fund disbursement, and fiscal responsibility for program funds. 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:

Date of the last review of the institution’s Cal Grant program
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
Percentage of liabilities from total funds received for the 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 is noted
below.

1. General Eligibility

Institutions participating in the Cal Grant program are required to maintain updated policies
and procedures for the overall administration of the program. Many 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.

2. 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.

3. 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 enrollment status.



4. 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. Most 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.

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 actions 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 before 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 Program Operations Unit will work with
institutions on the At-Risk Program to bring them into compliance.

Current Year Audits
Award Year 2020-21: the Commission performed a total of twenty-two (22) Cal Grant Audits
twenty-two (22) are closed. Additionally, the team continues to streamline the new audit software
and the audit process.

Major areas of non-compliance noted during the audits for Award Year 2020-21 are as follows:

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

Audit Findings CccC CSsu uc Private Proprietary Total
General Eligibility 4 0 0 1 9 14
Applicant Eligibility 10 0 0 0 3 13
Fund Disbursement 8 0 0 2 5 15
Fiscal Responsibility 7 0 0 2 4 13
TOTAL 29 0 0 5 21 55




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

Cal Grant Institutions

Audit Findings
Funds
General Applicant Fund Fiscal Funds Disbursed Returned to
Institutions Audited Eligibility Eligibility Disbursement Responsibility to the Institution the State
California Community College (CCC)
BALDY VIEW ROP 0 0 0 0 $17,304.00 $0.00
BARSTOW COMMUNITY COLLEGE 0 1 3 1 $980,323.00 $6,227.00
COASTLINE COMMUNITY COLLEGE 2 0 0 0 $485,672.00 $274.00
COLLEGE OF SAN MATEO 0 0 1 0 $416,735.00 $0.00
CUESTA COLLEGE 0 0 1 0 $1,238,268.00 $621.00
LANEY COLLEGE 0 1 1 2 $1,185,794.00 $7,297.00.
LAS POSITAS COLLEGE 0 2 0 1 $496,227.00 $1,242.00
MISSION COLLEGE 1 1 0 0 $561,422.00 $207.00
NAPA VALLEY COLLEGE 0 2 0 0 $427,524.00 $1,707.00
SACRAMENTO CITY COLLEGE 0 1 0 0 $3,233,164.00 $414.00
SANTA BARBARA CITY COLLEGE 0 1 0 2 $1,370,371.00 $10,452.99
SOLANO COMMUNITY COLLEGE 1 1 2 1 $1,050,019.00 $4,321.00
Total CCC 4 10 8 7 $11,462,823.00 $32,762.99
Private
CA INSTITUTE OF INTEGRAL STUDIES 1 1 0 $64,149.00 $0.00
LAGUNA COLL OF ART AND DESIGN 0 $888,388.00 $0.00
Total Private 1 0 2 2 $952,537.00 $0.00
Proprietary
CONCORDE CAREER COLLEGE-
SAN DIEGO 1 0 2 0 $130,388.00 $6,355.00
DEVRY UNIVERSITY-ONTARIO 3 0 1 0 $535,311.00 $11,039.00
EMPIRE COLLEGE 2 3 0 2 $14,872.00 $3,639.00
FASHION INSTITUTION OF DESIGN
MERCHANDISING 2 0 1 0 $1,703,062.00 $7,250.00
GURNICK ACADEMY OF MEDICAL ARTS-
LOS ANGELES 0 0 0 0 $38,172.00 $0.00
NEWSCHOOL OF ARCHITECTURE 1 0 1 1 $748,882.00 $5,681.00
UEI COLLEGE-RIVERSIDE 0 0 0 0 $4,968.00 $0.00
UNITEK COLLEGE-BAKERSFIELD 0 0 0 1 $54,469.00 $0.00
Total Proprietary 9 3 5 4 $3,230,124.00 $33,964.00
Grand Total 14 13 15 13 $15,645,484.00 $64,724.99






