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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.

Financial Aid/California State University, Chico/Report No. 02-32
Page 1



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.

v v vV v v v v Vv

During the audit, 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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OBSERVATIONS, RECOMMENDATIONS,
AND CAMPUS RESPONSES

GENERAL/CONTROL ENVIRONMENT

CONSUMER INFORMATION

Certain consumer information was not disclosed in direct individual notices.

The campus relied upon the availability of consumer information in the campus catalog and at various
website addresses for disclosure purposes. A major exception was the annual mass mailing of
crime/security statistics to current students and 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) requires 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.

4
4
» 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.

The director of financial aid indicated that notification to various constituencies on a direct individual
basis was dispersed among various other campus offices.

The lack of individual direct notice of prescribed financial aid information jeopardizes the
institutional eligibility of the campus to participate in federal financial aid programs.

Recommendation 1

We recommend that the campus establish procedures to disclose consumer information by direct
individual notice.

Campus Response

CSU, Chico concurs with the audit recommendation. Relevant campus personnel have been apprised
of the need to provide direct consumer disclosure information. Further discussion and action are
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APPENDIX A:

PERSONNEL CONTACTED

Name

Manuel A. Esteban
Anita Barker

Mark Carlsten
Kelly Clark

Jim Cragle
Kentiner David
Adam Fernandez
Dennis Graham
Darlene Gross

Jean Irving

Steve Irving

Pam Johnstone-Lindemann
Bill Jones

Barbara Joronen

Chris Malone

Debbie McElroberts
Jim Moon

Paul Moore
Terryl Murphy
Linda Nelson
Stephanie Neuhart
Rez O’Sullivan
Dan Reed

Bruce Rowen
John Swiney
Annette Tickner-Edwards
George Wellman
Chuck Worth
Stephanie Yule

Title

President

Athletic Director
Programmer/Analyst, Financial Aid
Lieutenant, Public Safety
Programmer/Analyst, Financial Aid
Assistant Director, Financial Aid

Financial Operations Analyst, University Housing and Food Services

Vice President for Business and Finance

Associate Director for Financial Operations and Personnel Management,

University Housing and Food Services

Compliance Coordinator, Student Records and Registration
Coordinator, Student Employment Office

Assistant Registrar

University Internal Auditor/Financial Analyst

Account Analyst, Risk Management and Business Services
Associate Director, Educational Opportunity Program/Educational
Support Programs

Director, Computing Services

Associate Vice President for University Advancement and Student
Affairs

Vice President for University Advancement and Student Affairs
Scholarship Coordinator, Financial Aid

Program Specialist, Financial Aid

Payroll Technician

Program Leader, Financial Aid

Associate Director, Financial Aid

Registrar

Director, Admissions

Director, Financial Aid

Associate Vice President, Financial Services

Director, Institutional Research

Director, Risk Management and Business Services
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California State University, Chico e
Chico, California 95929-0025 \

Vice President for Business and Finance
Office: 530-898-6231 Fax: 530-898-4513
E-mail: dcgraham@csuchico.edu

May 5, 2003 RECEIVED
UNIVERSITY AUDITOR

Mr. Larry Mandel
University Auditor MAY -7 2093
The California State University
401 Golden Shore

Long Beach, CA 90802-4210 THE GALICORNIA STATE

Subject: Campus Responses to Trustees’ Audit Report Number 02-32, Financial Aid,
California State University, Chico

Enclosed is a copy of California State University, Chico’s response to each of the
five recommendations contained in the Financial Aid Audit Report Number 02-32,
dated March 24, 2003. We have addressed each item with a proposed timeline.

Recommendation #1
We recommend that the campus establish procedures to disclose consumer
information by direct individual notice.

Campus Response: (Timeline: August 2003)

CSU, Chico concurs with the audit recommendation. Relevant campus personnel
have been apprised of the need to provide direct consumer disclosure information.
Further discussion and action are necessary. We anticipate having updated
documents that provide the required information to all continuing and prospective
students by August 2003.

Recommendation #2
We recommend that the campus store weekly financial aid backup tapes in the same
secured off-site location used by the campus data center.

Campus Response: (Timeline: July 2003)

CSU, Chico concurs with the audit recommendation. The campus computer center is
negotiating a contract with an off-site vendor for storage of back-up tapes. The
Financial Aid Office will be included in the contract. We anticipate having the contract
signed and implemented by July 2003.

Recommendation #3

We recommend that the campus establish procedures to reconcile FABS accounting
records with FARMS-generated reports of financial aid activity at least annually before
program reports are generated and verify that the results are consistent with
information reported to the CO.

Campus Response: (Timeline: September 2003)

CSU, Chico concurs with the audit recommendation. Though procedures have been
in place for monthly reconciliation of disbursement information between FABS and
FAOQ, the Financial Aid Database (FADB) report to the CO was not checked for
accuracy. As a result, $4.5 million of unsubsidized loans were not reported. A

The California State University
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triangular report has been created to compare disbursement amounts between FABS,
FAO, and the FADB report. This triangular report will be run and evaluated before
submission of data to the CO. We anticipate this process being implemented for the
next annual FADB report, due in September 2003. ”

Recommendation #4

We recommend that the campus coordinate information on student living
arrangements between the financial aid office and UHFS to ensure that financial aid
recipients budgeted as living on-campus actually establish occupancy in the residence
halls.

Campus Response: (Timeline: July 2003)

CSU, Chico concurs with the audit recommendation. The Financial Aid Office has
identified all 2002/03 financial aid applicants who may have discrepant housing codes.
We are in the process of making coding changes to those files to as accurately as
possible reflect whether they are living off-campus, in on-campus residence halls, or
with parents. CSU, Chico’s policies and procedures manual has been updated to
reflect the need to accurately adjust for living arrangements each year.

Recommendation #5
We recommend that the campus reduce financial aid benefits for RAs to recognize
payments by UHFS.

Campus Response: (Timeline: September 2003)

CSU, Chico concurs with the audit recommendation. Financial Aid Office staff has
discussed this audit recommendation with University Housing and Food Service Staff
and the two offices are working together to appropriately account for RA benefits. The
trustees’ audit staff has recommended we consult with Chancellor's Office personnel
to determine the best approach for implementing this recommendation, as little federal
guidance is available. We anticipate contacting appropriate CO staff and having
appropriate procedures in place for the 2003/04-award year.

If you have any questions, please give our office a call.

Sincerely,
e (O Yokl

Dennis C. Graham
Vice President for Business and Finance
cc: Manuel A. Esteban
Bill Jones
George Wellman
Stephanie Yule
Paul Moore
Annette Edwards
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APPENDIX C

THE CaLrornia State Universiy
OFFICEE)}: THE CHANCELLOR

NS

May 15, 2003

MEMORANDUM

/
TO: Mr. Larry Mandel ‘&/
University Auditor M 6

FROM: Charles B. Reed ﬂ

Chancellor

SUBJECT: Draft Final Report Number 02-32 on Financial Aid,
California State University, Chico

In response to your memorandum of May 15, 2003, I accept the response as
submitted with the draft final report on Financial Aid, California State
University, Chico.

CBR/ac
Enclosure

cc: Dr. Manuel A. Esteban, President
Mr. Dennis C. Graham, Vice President for Business and Finance

401 GOLDEN SHORE * LoNG BeacH, CA 90802-4210 * (562) 951-4700 ¢ Fax (562) 951-4986 ¢ creed@calstate.edu



