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INTRODUCTION 


PURPOSE 

Our overall audit objective was to ascertain the effectiveness of existing policies and procedures related to 
the administration of the student financial aid program and to determine the adequacy of controls over the 
related processes to ensure compliance with relevant governmental regulations, Trustee policy, Office of 
the Chancellor directives, and campus procedures. 

Within the overall audit objective, specific goals included determining whether: 

� 	Initiatives have recently been undertaken or completed to improve the effectiveness, efficiency, and 
economy of financial aid operations and maximize financial aid resources. 

� Adequate consumer information on financial aid has been disclosed. 

� Financial aid is supported by adequate automated record-keeping systems. 

� 	Provisions have been made for safeguarding financial aid data and automated systems from 
inappropriate disclosure and loss. 

� Complete, correct, and consistent information is circulated on financial aid. 

� Other campus offices adequately coordinate with the financial aid office. 

� The campus protects against overcommitment or underutilization of financial aid resources. 

� Standard student budgets and cost of attendance are appropriately established. 

� Financial aid recipients were eligible to receive assistance. 

� 	The campus has complied with federal and state requirements and conditions stipulated by financial 
aid resource providers. 

� Financial aid is packaged in accordance with applicable policies and procedures. 

� Fee waivers have been factored into financial aid awards. 

� Work-study limits have not been exceeded. 

� Separation of duties is adequate between awarding and disbursing. 
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INTRODUCTION 

SCOPE AND METHODOLOGY 

The management review emphasized, but was not limited to, compliance with state and federal laws, 

Board of Trustee policies, and Office of the Chancellor policies, letters, and directives. Fiscal year (FY) 

2001/02 and the financial aid cycles for fall 2001 and spring 2002 were the primary periods reviewed. In 

certain instances, we were concerned with representations of annualized data, and it was necessary to look 

at the last full fiscal year completed prior to the start of the audit (FY 2000/01). 


Our primary focus involved the internal administrative, compliance, and operational controls over the 

management of the student financial aid program. Specifically, we reviewed and tested policies, 

procedures, and processes for: 


� Identifying financial aid resources. 

� Distributing information to potential applicants. 

� Calculating student budgets. 

� Establishing student eligibility. 

� Packaging financial aid awards. 

� Managing financial aid funds. 

� Securing financial aid applicant and recipient information. 

� Safeguarding financial aid automated systems. 


During the audit, we visited ten campuses: Chico, Dominguez Hills, Hayward, Los Angeles, Monterey

Bay, Pomona, San Diego, San Francisco, San Marcos, and Stanislaus. We interviewed personnel 

involved in financial aid; reviewed financial aid policies, procedures, and systems; and tested financial aid 

records on awards and disbursements. 


BACKGROUND 

As a result of a systemwide risk assessment conducted by the Office of the University Auditor in the last 
quarter of 1999, the Board of Trustees, at its January 2002 meeting, directed that Financial Aid be 
reviewed in 2002. The Office of the University Auditor last reviewed Financial Aid in 1994 on six 
campuses. 

The proposed scope of the audit as presented in Attachment B, Audit Item 2 of the January 29-30, 2002, 
meeting of the Committee on Audit stated that the review would include identifying financial aid 
resources, establishing student budgets, packaging financial aid awards, managing financial aid funds, 
complying with federal and state program requirements, securing financial aid applicant information, and 
preparing financial aid reports. 

Financial aid programs provide support for students to help meet the costs of obtaining a college 
education. The federal government, state governments, colleges and schools, and a variety of other public 
and private sources provide funding for financial aid programs. There are two main categories of 
financial aid, differentiated primarily by the basis upon which they are awarded, as follows: 
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INTRODUCTION 

Achievement-based aid is awarded to students who have a special characteristic, skill, talent, or 
ability. Typically, achievement-based aid is in the form of scholarships. 

Need-based aid is provided to students who demonstrate financial need. Most financial aid, 
particularly public-funded aid, is awarded on the basis of financial need determined through the 
application process and in accordance with a prescribed federal formula. 

Financial aid is available in four basic types of programs as follows: 

Scholarships are “gift aid” which do not have to be repaid. Scholarships typically include criteria 
such as academic performance or special talents. 

Grants are “gift aid” and generally do not include criteria other than financial need. 

Work-study is a “self-help” program in the form of part-time employment during the student’s 
college career. 

Loans are a form of “self-help” since they represent borrowed money that must be paid back over a 
period of time, typically after the student leaves school. 

Federal financial aid programs provide over 70% of the funding currently available for student financial 
aid. On an annual basis, federal financial aid programs are audited as part of the California State 
University (CSU) Single Audit as required by the Office of Management and Budget Circular A-133. At 
June 30, 2001, the student financial assistance cluster in the Single Audit Report by KPMG included: 

PROGRAM AMOUNT 
Federal Supplemental Opportunity Grants $12,636,585 
Federal Family Educational Loan $325,886,005 
Federal Work Study $16,358,009 
Federal Perkins Loan – Federal Capital Contributions $17,060,565 
Federal Pell Grant $246,059,734 
Federal (William Ford) Direct Loan $280,164,585 

TOTAL $898,165,483 

Non-federal financial aid programs include those funded by the state through the California Student Aid 
Commission, programs administered by the CSU, and campus-administered funds. The state administers 
Cal Grants and certain loan assumption programs. The CSU provides need-based assistance through state 
university grants and educational opportunity program grants. Certain other funds are available through 
the campuses such as local scholarships. In the CSU Statistical Abstract for FY 
2000/01, financial aid funds by source are graphically represented as follows: 
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INTRODUCTION 

Cal Grant/State Other Outside Aid 

Other Federal Aid 
Programs 

CSU Student Aid 

Fellowship 
5.7% 

1.7% 

Federal Family 
Education Loan 

Graduate Programs 

Programs 
11.9% 25.1% 

CSU Campus Aid 
Programs 

2.7% 

Programs 
52.9% 

For financial aid purposes, campuses establish standard student budgets or cost of attendance allowances 
that vary depending on where a student lives during the academic year (e.g., at home with parents or 
relatives, in university or campus housing (residence halls), or off-campus in an apartment or other 
housing). Costs include fees and tuition, books and supplies, meals and housing, transportation, and other 
miscellaneous personal expenses. Students who are not classified as residents of the state of California 
must also pay non-resident tuition. Allowances for expenses, other than tuition and fees, are based 
largely on statewide survey data about the average expenses of students in California and information on 
the local or regional costs in the area served by particular campuses. 

At the beginning of 2002, CSU campuses managed financial aid through a variety of record-keeping and 
automated database systems, which will be replaced by PeopleSoft as part of the CSU’s Common 
Management System. Six CSU campuses were implementing the PeopleSoft Student Administration 
module in 2002 and have been excluded for purposes of this audit because of the significant 
implementation workload. 

At seven of the ten campuses visited, the financial aid offices reported to the vice presidents for student 
affairs. The three exceptions were Hayward and Stanislaus that reported to vice presidents for academic 
affairs and San Francisco that reported to the vice president for administration and finance. Financial aid 
records were maintained in various automated systems as follows: 
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INTRODUCTION 

CAMPUS FINANCIAL AID DATABASE 
Chico Financial Aid Records Management System (FARMS) 
Dominguez Hills Banner 
Hayward Student Information System Plus 
Los Angeles Student Information System Plus 
Monterey Bay Banner 
Pomona Banner 
San Diego RIX 
San Francisco Financial Aid Computing System (FACS) 
San Marcos Banner 
Stanislaus Banner 

OPINION 

We visited ten campuses from February 25, 2002, through December 13, 2002, and audited the controls, 
procedures, and systems in effect at that time. Campus specific findings and recommendations have been 
discussed and reported individually. 

In our opinion, except for the non-disclosure of certain consumer information and the awarding of grants to 
teacher credential candidates for non-qualifying course work, the financial aid programs at the ten campuses 
visited were capably administered and generally in compliance with applicable regulations. All campuses 
had automated the financial aid office, including some with document imaging, which had added to effective 
program management. Our review also disclosed certain areas of the program that needed improvement. 
These areas included comparison with industry staffing standards, coordination of information needed from 
other campus departments, clarification of financial aid benefits available to resident assistants, and 
documentation that students actually acquired computers when allowances had been included in their cost of 
attendance. These and other areas in need of improvement are referenced in the executive summary. 
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INTRODUCTION 

EXECUTIVE SUMMARY 

The purpose of this section is to provide management with an overview of conditions requiring their 
attention. Areas of review not mentioned in this section were found to be satisfactory.  Numbers in 
brackets [ ] refer to page numbers in the report. 

GENERAL/CONTROL ENVIRONMENT [8] 

CONSUMER INFORMATION [8] 

Certain consumer information was not disclosed in direct individual notices at all campuses visited. 
Disclosure of consumer information meets requirements for continuation of institutional eligibility to 
participate in federal financial aid programs. 

ERRONEOUS REPORTING [9] 

Erroneous financial aid data was reported by two campuses, both with locally developed financial aid 
information systems. Adequate control over changes to information systems reduces the risk of 
inaccurate data, while accurate reporting facilitates systemwide comparisons and meaningful program 
evaluations, and ensures the proper allocation and retention of funds. 

INDUSTRY COMPARISONS [10] 

The National Association of Student Financial Aid Administrators (NASFAA) staffing evaluation 
model was not extensively used within the California State University (CSU). Periodic industry 
comparisons assist in validating and maximizing the efficiency and economy of operations. 

FISCAL AND PROGRAM COORDINATION/OVERSIGHT [11] 

Interaction between financial aid offices and other campus departments warranted improvement at 
seven of the ten campuses visited. Coordination with other campus offices reduces the risk that errors 
and irregularities will go undetected and increases the likelihood of an equitable distribution of 
financial aid based on financial need. 

STUDENT ELIGIBILITY [13] 

POST-BACCALAUREATE PELL GRANTS [13] 

Some students who were enrolled in graduate-level teacher credential programs received Pell Grants 
for work completed in non-qualifying courses at seven of the ten campuses visited. Adequate 
monitoring of qualifying coursework reduces the risk that financial aid will be awarded to ineligible 
students and preserves the CSU’s institutional eligibility to participate in federal financial aid 
programs. 

BENEFITS FOR RESIDENT ASSISTANTS [14] 
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INTRODUCTION 

Guidelines for payments to resident assistants (RAs), and the manner in which the payments were 
factored into financial aid benefit calculations, were widely interpreted. Matching of financial aid 
benefits with current attendance costs reduces the risk of financial aid overpayments and provides a 
more equitable distribution of funds. 

AWARDING/DISBURSING [15] 

Financial aid disbursement documentation required improvement at three of the ten campuses visited. 
Maintaining adequate documentation meets requirements for continuation of institutional eligibility to 
participate in federal financial aid programs and assures equitable distribution of funds. 
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OBSERVATIONS, RECOMMENDATIONS, 
AND MANAGEMENT RESPONSES 

GENERAL/CONTROL ENVIRONMENT 

CONSUMER INFORMATION 

Certain consumer information was not disclosed in direct individual notices at all campuses visited. 

The breadth of information needed for consumer disclosure purposes typically required the 
involvement of a number of different campus departments other than the financial aid office. These 
other areas included public safety, intercollegiate athletics, admissions and records, and institutional 
research. We noted that the campus financial aid offices generally assumed that the required 
disclosures were occurring. The most common practice was for the campuses to rely upon the 
availability of information in the campus catalog or schedule of classes and at various website 
addresses. Two exceptions noted on the majority of campuses were the inclusion of financial aid 
information in the mailing of admission acceptance letters to prospective students and the distribution 
of crime statistics to current employees. 

The federal Higher Education Act, the federal Equity in Athletics Disclosure Act (EADA), and 
regulatory guidance provided in the Code of Federal Regulations (CFR) require direct individual 
notices of prescribed information to certain target audiences including: prospective students; 
currently enrolled students; current employees; parents, coaches, and counselors of prospective 
student athletes; and the general public. The disclosures are to include general school information, 
crime/security statistics, student completion/graduation/transfer rates, Family Educational Rights and 
Privacy Act (FERPA) privacy/security rights, financial aid program information, and gender-specific 
information on athletic participation and financial support. 

At a minimum, direct individual notices must: 

� Identify the required information disclosures. 

� Provide the exact electronic website address where the information can be found. 

� State that, upon request, a person is entitled to a paper copy containing the required information. 

� Inform students and others how to request a paper copy. 


Regulatory guidance repeatedly states that web presentation by itself is not an acceptable disclosure. 

Campus management cited various reasons for the lack of individual direct notices including 
misunderstanding the requirement, misconceptions that web availability met the requirements, and 
reliance on other departments. 

The lack of individual direct notice of prescribed financial aid information jeopardizes the 
institutional eligibility of the campuses to participate in federal financial aid programs. 
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES 

Recommendation 1 

We recommend that the chancellor’s office define, document, and transmit to campuses 
responsibilities for the disclosure of consumer information by direct individual notice. 

Management’s Response 

We concur with this recommendation. The chancellor’s office will provide campuses with additional 
guidance on satisfying responsibilities for the disclosure of consumer information by direct individual 
notice that complies with existing statutes and regulations. This guidance will be distributed to 
campus presidents by November 15, 2003. 

ERRONEOUS REPORTING 

Erroneous financial aid data was reported by two campuses, both with locally developed financial aid 
information systems. 

We noted that: 

� 	The San Diego campus overstated certain data on the federal Fiscal Operations Report and 
Application to Participate (FISAP). The process for generating the annual FISAP reports was 
automated through the campus-developed information system called RIX, and the campus 
determined that the system contained some faulty programming code changes, which erroneously 
counted financial aid applicants that did not enroll. As a result, the campus will likely have to 
repay certain amounts or forfeit future federal allocations. 

� 	Financial aid reported by the Chico campus to the chancellor’s office was understated by $4.5 
million. A major contributing factor was the underreporting of $4.9 million in Unsubsidized 
Stafford Loans, due to a flaw in the Financial Aid Records Management System (FARMS) 
program that omitted these loans for students if no other type of financial aid was received. 

In Control Objectives for Information and related Technology (CobiT), the Information Systems 
Audit and Control Foundation prescribes a framework of good practices for the effective management 
of information and related technology. For managing changes, CobiT states that management should 
ensure that all requests for changes and system maintenance are standardized and subject to formal 
change management procedures. 

State Administrative Manual (SAM) §20050 indicates that the elements of a satisfactory system of 
internal accounting and administrative controls include an effective system of internal review. 
Further, internal accounting controls comprise the methods and procedures directly associated with 
assuring the reliability of accounting data. 

Inadequate control over program changes increases the risk that systems will neither support business 
objectives nor produce correct results, while inaccurate reporting undermines the validity of statistics 
accumulated systemwide and may affect campus allocations and program evaluations based on total 
financial aid administered. 

Financial Aid/Systemwide/Report No. 02-22 
Page 9 



OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES 

Recommendation 2 

We recommend that the chancellor’s office strengthen its review of financial aid data generated by 
the campuses running locally developed information systems. 

Management’s Response 

We concur with this recommendation. The chancellor’s office will revise the edit and review process 
for campus-submitted financial aid database reports in an effort to further increase assurances that the 
data are consistent with other reports of financial aid activity at the campuses. The revised edit and 
review process will be implemented by December 1, 2003. 

INDUSTRY COMPARISONS 

The National Association of Student Financial Aid Administrators (NASFAA) staffing evaluation 
model was not extensively used within the California State University (CSU). 

During our review, we found that only two of the ten campuses visited (Chico and Monterey Bay) 
had used the NASFAA staffing model (neither had retained the comparison results). At our request, 
the chancellor’s office conducted a brief survey of the other campuses. Only three of the six 
campuses that responded indicated that they had done the survey. Two of these campuses reported 
that their staffing was adequate, and the other reported that it was understaffed. 

Volume 2, Chapter 3 of the 2001/02 Student Financial Aid Handbook from the U.S. Department of 
Education indicates that financial aid must be supported by an adequate number of professional, 
paraprofessional, and clerical personnel. 

Campus management cited several reasons for not using the NASFAA model including their belief 
that the model was not necessarily the best measure and that its use would not make a difference in 
staffing regardless of the results. 

Not utilizing the NASFAA tool increases the risk that benefits in automating the financial aid process 
may not be fully realized in terms of improved efficiency and economy of operations. 

Recommendation 3 

We recommend that the chancellor’s office encourage periodic comparisons against industry 
standards for financial aid, and the sharing of the results among all campuses. 
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES 

Management’s Response 

We concur with this recommendation. The chancellor’s office will encourage campuses to participate 
in the survey that is currently being conducted by the National Association of Student Financial Aid 
Administrators (NASFAA) in order to update its staffing and salary model. Additionally, we will 
encourage each campus to perform the NASFAA staffing and salary analyses as of June 30, 2003, as 
a baseline measure, and to share the results with the chancellor’s office. We will also encourage 
campuses to complete the staffing analyses again as of June 30, 2005, or once the staffing model has 
been updated by NASFAA. This information will be conveyed to campuses in a systemwide 
memorandum by October 31, 2003. 

FISCAL AND PROGRAM COORDINATION/OVERSIGHT 

Interaction between financial aid offices and other campus departments warranted improvement at 
seven of the ten campuses visited. 

Financial aid benefits were driven, in part, on information provided by departments outside of the 
financial aid office. For example, a student’s financial aid budget was based on living costs. The 
three typical budgets were living with relatives, living on-campus, and living off-campus, and these 
budgets varied among the campuses based on local costs. For 2001/02, the full-time undergraduate 
budgets were as follows: 

CAMPUS 

LIVING 
WITH 

PARENTS 

LIVING 
ON 

CAMPUS 

LIVING 
OFF 

CAMPUS 
Bakersfield $7,282 $10,173 $10,054 
Chico $7,300 $12,400 $12,400 
Dominguez Hills $7,742 $10,827 $13,196 
Fresno $7,500 $10,944 $10,944 
Fullerton $7,754 $11,289 $13,201 
Hayward $7,611 $11,058 $12,921 
Humboldt $7,750 $11,100 $11,100 
Long Beach $7,648 $10,334 $13,246 
Los Angeles $7,686 $11,170 $11,296 
Maritime Academy $7,856 $11,770 $12,608 
Monterey Bay $7,759 $11,441 $13,357 
Northridge $7,602 $12,010 $12,010 
Pomona $7,423 $11,223 $12,523 
Sacramento $7,732 $11,224 $12,970 
San Bernardino $7,599 $12,075 $12,075 
San Diego $7,992 $12,852 $13,248 
San Francisco $8,024 $14,972 $14,972 
San Jose $7,800 $12,800 $12,800 
San Luis Obispo $8,174 $12,170 $12,170 
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San Marcos $7,610 $13,370 $13,370 
Sonoma $7,936 $12,103 $13,534 
Stanislaus $7,725 $11,775 $11,775 

Students self-declared on their financial aid application (Free Application for Federal Student Aid – 
FAFSA) where they anticipated living in the forthcoming year. The bulk of these applications were 
filed by April 1st, approximately five months prior to the start of the fall term. Although many of the 
campuses visited requested that students reaffirm their living arrangement as part of the financial aid 
award and acceptance process, we found that six of the campuses visited did not crosscheck students 
paid benefits as living on-campus with the campus housing office to verify that these students 
established occupancy. 

We also noted that: 

� 	 One campus was discarding files older than six months because it was assumed that backup files 
were kept by the computer center. However, the computer center had been purging these 
records unbeknownst to the financial aid office. 

� 	 One campus did not have on-campus scholarships evaluated independently of the awarding 
department. 

� 	 Fee waivers or third party payment of fees was not factored into financial aid calculations at two 
campuses. 

Chapter 2 of the U.S. Department of Education’s Accounting, Recordkeeping, and Reporting by 
Postsecondary Educational Institutions for Federally Funded Student Financial Aid Programs (Blue 
Book), June 2001, General Institutional Responsibilities, states that the institution has the 
responsibility to maintain accurate information about student applicants for Title IV aid and to resolve 
any discrepancies or inconsistencies. 

In most instances, campus management in the financial aid offices indicated that the necessary 
information might not have been provided to them or that they did not receive it from other 
departments in a timely manner. Additionally, the systems for alerting the financial aid offices that 
information was missing did not work properly. For housing purposes, the financial aid directors on 
several campuses indicated that the coordination was less important when the budgets were the same 
for living off-campus and on-campus. 

The risk of errors and irregularities increases when on-campus housing occupancies and other 
information is not coordinated with the financial aid office, which may result in excess financial aid 
awards to some students, limiting the availability of award monies to other students with financial 
need. 
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Recommendation 4 

We recommend that the chancellor’s office remind the campus financial aid officers that information 
dependent on other campus departments needs to be adequately coordinated. 

Management’s Response 

We concur with this recommendation. Working in consultation with campus financial aid personnel, 
the chancellor’s office will compile an inventory of the interdependencies for campuswide data 
related to financial aid eligibility and award coordination. A summary of the information will be 
shared with all campuses by March 30, 2004, with a request that they review current systems and 
procedures to ensure that information is being adequately coordinated. 

STUDENT ELIGIBILITY 

POST-BACCALAUREATE PELL GRANTS 

Some students who were enrolled in graduate-level teacher credential programs received Pell Grants 
for work completed in non-qualifying courses at seven of the ten campuses visited. 

Higher Education Amendments of 1998 (Public Law 105-244) states that the federal government 
allows students who are enrolled in post-baccalaureate teacher certification programs to receive a Pell 
Grant, but stipulates that they be enrolled in courses required to receive a teaching credential 
necessary for employment as a teacher in an elementary or secondary school. 

Campus management indicated their belief that monitoring specific course enrollments was not their 
specific responsibility, and that this process was significantly different than what has been expected 
for satisfactory academic progress for other financial aid recipients. 

Failure to comply with federal Pell Grant requirements can lead to overawards to some students, 
increases the risk of inequitable distribution of financial aid, and jeopardizes the institution’s 
eligibility to participate in federal financial aid programs. 

Recommendation 5 

We recommend that the chancellor’s office require each of the campuses to establish and implement 
procedures for post-baccalaureate Pell Grant recipients to ensure that Pell Grants are only awarded for 
qualifying courses. 

Management’s Response 

We concur with this recommendation. The chancellor’s office will work with campus financial aid 
personnel in consultation with the U.S. Department of Education officials to ensure that appropriate 
procedures are identified and implemented to ensure that post-baccalaureate students enrolled in 
teaching credential programs do not receive federal Pell Grants in excess of their eligibility. The 
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chancellor’s office will advise campuses by December 31, 2003 of any modifications that must be 
implemented to ensure compliance with acceptable practices. 

BENEFITS FOR RESIDENT ASSISTANTS 

Guidelines for payments to resident assistants (RAs), and the manner in which the payments were 
factored into financial aid benefit calculations, were widely interpreted. 

For example, all RAs at the Chico campus received full room and board. After one semester of 
service, tuition and other fees were also paid. The fee payment was $2,070 for full-time 
undergraduates in 2001/02. The value of room and board ranged from $4,064 to $6,870 depending 
upon the facility, bringing the total package to approximately $5,467 (based on the fees plus the 
midpoint of the room and board range). 

In addition to the payments described above, seven RAs also received financial aid exceeding 
$10,000 in 2001/02, bringing their combined payments and benefits to more than $15,000. The full-
time undergraduate budget for a student living on-campus at Chico was $12,400 in 2001/02 broken 
down as follows: 

Fees/Tuition $2,070 
Books/Supplies 846 
Room & Board 7,500 
Transportation 584 
Miscellaneous/Personal 1,400 

TOTAL $12,400 

Financial aid benefits and payments exceeded budgets for the RAs at the Chico campus, in part, 
because room and board were considered earnings as opposed to untaxed income and were not 
considered a factor for calculation of financial aid benefits in the year in which the student served as 
an RA. Students were advised that the RA payments may affect future financial aid awards. 

Some of the basic principles governing financial aid benefits in Volume 1, Chapter 7 of the 2001/02 
Student Financial Aid Handbook from the U.S. Department of Education indicate that: 

� A student must have financial need to receive aid except for certain unsubsidized loan programs. 

� 	Financial need is the difference between the student’s cost of attendance and the family’s ability 
to pay these costs. 

� 	The total aid that the student may receive from federal funds and other sources when added to the 
students expected contribution cannot exceed the student’s cost. 

This same chapter notes that the value of room and board provided to an employee should be reported 
as untaxed income under housing, food, and other allowances, but it is not explicit on the year 
affected – the year in which the student serves as an RA or in some subsequent year. 
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The CSU State University Grant (SUG) program policy guidelines indicate that a student must have 
paid the State University Fee (SUF) in order to be eligible for a SUG. Some of these same RAs 
received SUGs when their SUF was paid directly to the campus by the housing program. 

The above method of handling RA benefits made it difficult to track payments because they were not 
being reported by the campus as taxable income. Campuses were informally advised by the 
chancellor’s office human resources department that these payments are exempt from tax reporting 
because they meet the Internal Revenue Service criteria of being on the business premises, for the 
convenience of the employer, and as a condition of employment. 

The financial aid director at Chico indicated that there was less than unanimity within the CSU as to 
how to treat RA payments in financial aid benefit calculations. 

Calculating financial aid benefits without considering housing and fees already paid by the university 
overestimates RA financial needs. 

Recommendation 6 

We recommend that the chancellor’s office establish the basis for treatment of RA room and board in 
the calculation of financial aid benefits to ensure uniformity throughout the CSU. 

Management’s Response 

We concur with this recommendation. The chancellor’s office will request that each campus provide 
information on current provisions for compensation or other remuneration of students in resident 
assistant (advisor) or similar positions. The chancellor’s office will then provide campuses with 
additional advice on the appropriate treatment of benefits or other remuneration, consistent with 
federal statutes, regulations, and guidance in a systemwide memorandum that will be issued by 
January 30, 2004. 

AWARDING/DISBURSING 

Financial aid disbursement documentation required improvement at three of the ten campuses visited. 

We found that: 

� 	One campus added an extra family housing allowance in addition to the one already included in 
the expected family contribution. 

� 	This same campus did not require receipts to document that computers added to financial aid 
recipient budgets through allowances had actually been acquired, and another campus did not 
always maintain documentation for adjustments made to student cost of attendance calculations. 

� 	Two other campuses did not document periodic reviews of professional judgment exercised by 
financial aid counselors. 

Financial Aid/Systemwide/Report No. 02-22 
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES 

Requiring receipts for allowances added to the student cost of attendance for personal computers was 
a particularly gray area in the federal regulations and lacked CSU systemwide definition. Variations 
in practice included: 

� Requiring receipts as proof that costs were incurred. 

� Discussing anticipated costs but not collecting receipts afterwards. 

� Adamant opposition to collecting receipts because it would constitute excessive workload. 


The U.S. Department of Education’s 2001/02 Student Financial Aid Handbook, Application and 
Verification Guide, indicates, in part, that “if a student has special circumstances not taken into 
account by the expected family contribution formula, the financial aid administrator may use 
professional judgment to adjust – on a case-by-case basis – the values of specific data reported on a 
student’s Student Aid Report. Special circumstances are conditions that differentiate an individual 
student, not conditions that exist for a whole class of students.” Such adjustments must be 
documented in the student’s file. 

Volume 1, Chapter 7 of the U.S. Department of Education’s 2001/02 Student Financial Aid 
Handbook, Financial Need and Packaging, under the discussion of the components of a student’s 
cost of attendance, indicates that “a reasonable allowance (as determined by the school) for the 
documented rental or purchase of a personal computer can be included.” 

Campus management indicated their belief that the need for this documentation was subject to their 
interpretation of the regulations. Campus management further indicated that these issues may have 
been best business practices but not necessarily compliance requirements. 

Failure to maintain adequate documentation jeopardizes the institutional eligibility to participate in 
federal financial aid programs and may result in an inequitable distribution of funds. 

Recommendation 7 

We recommend that the chancellor’s office establish a means to assure that campuses periodically 
evaluate supporting documentation in comparison to best business practices for adding extra housing 
allowances, augmenting budgets for computer purchases, and exercising professional judgment. 

Management’s Response 

We concur with this recommendation. The chancellor’s office, in consultation with campus financial 
aid personnel, will compile a summary of current policies and procedures relative to allowable budget 
adjustments and professional judgment modifications. This summary will be discussed with financial 
aid personnel in an effort to agree upon best practices. After review and discussion with the campus 
aid personnel, the summary of best practices will be distributed by systemwide memorandum and will 
be subject to review and modification on at least a biennial basis or when federal regulations or 
pertinent federal or state policy guidance dictates. The initial systemwide memorandum on this topic 
will be issued by March 30, 2004. 
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES 

Recommendation 8 

We recommend that the chancellor’s office examine the need for a CSU systemwide policy requiring 
financial aid recipients receiving computer allowances to provide receipts supporting costs incurred, 
and take appropriate action. 

Management’s Response 

We concur with the recommendation. Staff in the chancellor’s office will work collaboratively with a 
group of CSU campus financial aid administrators to review current CSU policies and practices for 
computer allowances and documentation standards relative to federal statutes, regulations, and 
guidelines and in comparison to the prevailing practices at other major universities participating in 
federal Title IV programs. The conclusions and recommendations from this effort will be presented 
to the CSU Financial Aid Advisory Council for consideration and recommendation to the chancellor 
for any appropriate systemwide policy guidance. 

It is anticipated that any policy recommendations from the Advisory Council will be forwarded to the 
chancellor by January 31, 2004, so that appropriate notification can be provided to campuses in order 
to implement any required changes in policies and procedures for the 2004-05 award year. 
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August 21, 2003 

THECALIFORNIASTATE 
UNIVERSITY

To: Mr. Larry Mandel 

From: 

ManagementResponseto Recommendationsof Audit Report Number 
02-22,Financial Aid, Systemwide 

Subject: 

Thank you for your July 23, 2003 memorandum transmitting the draft audit report 
Number 02-22, Financial Aid, Systemwide. In accordance with the Policies and 
Proceduresfor the Office of the University Auditor, we have inserted our response and 
corrective action plan to each of the eight recommendations on the enclosed diskette/file 
that you provided with the audit recommendations. A printed copy of the 
recommendations with our managementresponseis also enclosed. 

We appreciate both the work and the recommendations of the Office of the University 
Auditor. The recommendations and our corrective action plan should strengthen the 
administration of financial aid programs. 

DSS:mlr 

Enclosures 

cc Dr. CharlesB. Reed(without diskette)

Mr. RichardP. West(without diskette)

Dr. GaryA. Hammerstrom(without diskette)

Mr. Allison G. Jones(without diskette)

Ms. Mary L. Robinson(without diskette)


401 Golden Shore, Long Beach, California 90802 .Phone (562) 951-4737 .Fax (562) 951-4867 .mIrobinson@calstate.edu 
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FINANCIAL AID 

SYSTEMWIDE 

REPORT NO. 02-22 

GENERAL/CONTROL ENVIRONMENT 

CONSUMER INFORMATION 

Recommendation1 

We recommend that the chancellor's office define, document, and transmit to campuses 
responsibilitiesfor the disclosureof consumerinformationby directindividualnotice. 

Management'sResponse 

We concur with this recommendation. The Chancellor's Office will provide campuseswith 
additional guidance on satisfying responsibilities for the disclosure of consumer information by 
direct individual notice that complieswith existing statutesandregulations. This guidancewill be 
distributedto campusPresidentsby November15,2003. 

ERRONEOUS REPORTING 

Recommendation2 

We recommendthat the chancellor'soffice strengthenits review of fmancialaid datageneratedby 
thecampusesrunning locally developedinformationsystems. 

Management'sResponse 

We concur with this recommendation. The Chancellor's Office will revise the edit and review 
process for campus-submittedfinancial aid databasereports in an effort to further increase 
assurancesthat the dataare consistentwith otherreports of financial aid activity at the campuses. 
Therevisededitsandreviewprocesswill be implementedby DecemberI, 2003. 

INDUSTRY COMPARISONS 

Recommendation3 

We recommendthat the chancellor's office encourageperiodic comparisons against industry 
standardsfor financial aid, andthe sharingof the resultsamongall campuses. 
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Management's Response 

We concur with this recommendation. The Chancellor's Office will encouragecampusesto 
participate in the surveythat is currently being conductedby the National Associationof Student 
Financial Aid Administrators (NASFAA) in order to update its staffing and salary model. 
Additionally, we will encourageeachcampusto performthe NASFAA staffing and salaryanalyses 
as of June30, 2003,asa baselinemeasure,andto sharethe resultswith the Chancellor'sOffice. We 
will alsoencouragecampusesto completethe staffinganalysesagainas of June30, 2005 or oncethe 
staffingmodelhas beenupdatedby NASFAA. This informationwill be conveyedto campusesin a 
systemwidememorandumby October31,2003. 

FISCAL AND PROGRAM COORDINATION/OVERSIGHT 

Recommendation4 

We recommendthatthe chancellor'soffice remindthe campusfinancialaid officers that information 
dependentonothercampusdepartmentsneedsto be adequatelycoordinated. 

Management's Response 

We concurWiththis recommendation.Working in consultationWithcampusfinancialaid personnel, 
the Chancellor's Office will compile an inventory of the interdependenciesfor campuswidedata 
relatedto financial aid eligibility and award coordination. A summaryof the information Will be 
sharedwith all campusesby March 30, 2004 With a requestthat they review current systemsand 
proceduresto ensurethat informationis beingadequatelycoordinated. 

STUDENT ELIGIBILITY 

POSTBACCALAUREATEPELLGRANTS 

Recommendation5 

We recommend that the chancellor's office require each of the campusesto establish and implement 
procedures for postbaccalaureatePen Grant recipients to ensure that Pell Grants are only awarded for 

qualifying courses. 

Management'sResponse 

We concurwith this recommendation.The Chancellor'sOffice will work with campusfinancial aid 
personnelin consultationwith the U.S. Departmentof Educationofficials to ensurethat appropriate 
proceduresare identified and implementedto ensure that postbaccalaureatestudentsenrolled in 
teachingcredentialprogramsdo not receive FederalPell Grantsin excessof their eligibility. The 
Chancellor'sOffice will advisecampusesby December31, 2003 of anymodifications that mustbe 
implementedto ensurecompliancewith acceptablepractices. 
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BENEFITS FOR RESIDENT ASSISTANTS 

Recommendation6 

We recommendthatthe chancellor'soffice establishthe basisfor treatmentofRA roomandboard in 
the calculationof financialaid benefitsto ensureuniformity throughoutthe CSU. 

Management's Response 

We concur with this recommendation. The Chancellor's Office will requestthat eachcampus 
provide information on currentprovisions for compensationor other remunerationof studentsin 
Resident Assistant (Advisor) or similar positions. The Chancellor's Office will then provide 
campuseswith additional advice on the appropriatetreatmentof benefits or other remuneration, 
consistentwith federalstatutes,regulations,andguidance,in a systemwidememorandumthat will be 
issuedby January30,2004. 

AWARDING/DISBURSING 

Recommendation7 

We recommendthat the chancellor'soffice establisha meansto assurethat campusesperiodically 
evaluatesupportingdocumentationin comparisonto bestbusinesspracticesfor addingextra housing 
allowances,augmentingbudgetsfor computerpurchases,andexercisingprofessionaljudgment. 

Management's Response 

We concur with this recommendation. The Chancellor's Office, in consultation with campus 
financial aid personnel,will compile a summaryof current policies and proceduresrelative to 
allowable budget adjustmentsand professionaljudgment modifications. This summary will be 
discussedwith financial aid personnelin an effort to agreeupon bestpractices. After review and 
discussionwith the campusaid personnel,the summaryof best practices will be distributed by 
systemwidememorandumand will be subjectto review and modification on at leasta biennialbasis 
or when federal regulations or pertinent federal or state policy guidancedictates. The initial 
systemwidememorandumonthis topic will be issuedby March30,2004. 

Recommendation8 

We recommendthatthe chancellor'soffice examinethe needfor a CSUsystemwidepolicy requiring 
financial aid recipientsreceivingcomputerallowancesto provide receiptssupportingcostsincurred, 
andtakeappropriateaction. 

Management's Response 

We concurwith the recommendation.Staff in the chancellor'soffice will work collaborativelywith 
a groupof CSUcampusfinancialaid administratorsto review currentCSUpolicies andpracticesfor 
computer allowancesand documentationstandardsrelative to federal statutes,regulations, and 
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guidelinesand in comparisonto the prevailing practicesat other major universitiesparticipating in 
federalTitle N programs. The conclusionsandrecommendationsfrom this effort will be presented 
to the CSUFinancialAid Advisory Council for considerationand recommendationto the Chancellor 
for anyappropriatesystemwidepolicy guidance. 

It is anticipated that any policy recommendations from the Advisory Council will be forwarded to the 
Chancellor by January 31, 2004 so that appropriate notification can be provided to campuses in order 
to implement any required changes in policies and procedures for the 2004-05 award year. 
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