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October 31, 2001

Honorable Roderick R. Paige
Secretary of Education
Washington, DC 20202

Dear Mr. Secretary:.

| am pleased to submit to you, in accordance with the Inspector Genera Act of 1978 (Public Law
95-452, as amended, section 5(b)), this semiannual report on the activities of the Department's
Office of Inspector Genera (OIG) for the six-month period ending September 30, 2001.

The enclosed report highlights our most significant work of the period, with particular focus on
the areas of financid management and internd controls, information technology security, and
gudent financiad asssance. These areas are dso included in the work of the Department’s
Management Improvement Team. We followed up on our internd control work, and testified
twice about the results of that work. Our review of the Department’ s implementation of the
Government Information Security Review Act identified a number of sgnificant deficienciesin
the agency-wide and principd office security plans. The Department isworking to resolve our
recommendations. Our investigationsinto fraud in the student financia assistance programs
resulted in ggnificant convictions, sentencings, and monetary restitutions.

The Ingpector General Act requires youto tranamit this report within 30 days to the appropriate
congressona committees and subcommittees, together with a report containing any comments
you wish to make. Y our report should aso include the atigtica tables specified in section
5(b)(2) and (3), and a statement with respect to audit reports on which management decisions
have been made, but find action has not been taken, as specified in section 5(b)(4).

We are committed to carrying out our |legidative mandate to identify fraud, waste, and abuse,
and to recommend appropriate corrective actions. | look forward to continuing to work together

with you and Department managers to ensure that Department of Education programs and
operations serve the nation’ s students and taxpayers with efficiency, effectiveness, and integrity.

Sincerdy,

Lorraine Lewis



Inspector General’s
MESSAGE TO CONGRESS

We are pleased to provide this semiannud report on the accomplishments of the
Office of Ingpector Generd (OIG), U.S. Department of Education, from April 1,
2001 through September 30, 2001. During this period, we issued 53 audit and
ingpection reports and memoranda, closed 116 investigations, and testified before
congressona committees three times. Our testimony covered financiad management
and interna contrals, distance education, and incentive compensation ban subjects.

My vison for OIG is st forth in our misson statement and is reflected in the work
we do. Our mission statement commits us to promote the efficiency, effectiveness,
and integrity of the Department’ s programs and operations.

We aso established core values of excdllence, accountability, and integrity. These
vaues form the foundation of our misson and our work. Our misson and vaues
statements may be found on the OIG website, at http://www.ed.gov/officesOIG/.

Our independent oversight is vitd to ensure integrity and improve the operation of
educeation programs as the amount of taxpayer dollars committed to the Department’s
stewardship increases. Our workplan for 2002- 2003 provides detailed information
on our future initigtives, and is a http://www.ed.gov/offices/ Ol G/misc/wp2002.pdf.

In this report, we focus on three issues of critica importance to the Department:
financid management and internd controls, information technology security, and
sudent financid assgtance. In financid management and interna controls, we
continue to work in the area of improper payments. We and the Department
discussed the importance of thisissue recently in letters to Senators Lieberman and
Thompson.

These three issues were d so afocus of the Secretary’ s Management Improvement
Team (MIT). OIG swork formed the basis of most of the outstanding
recommendations the MIT reviewed. OIG provided timely suggestions for the
Secretary’ s Blueprint for Management Excellence and Action Plan, issued on
October 30.

We look forward to continuing to work with the Congress and the Secretary on these
three issues and other management challenges facing the Department.

Lorraine Lewis
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ACTIVITIESAND ACCOMPLISHMENTS

The Office of Inspector Generd (OI1G), for the period April 1 to September 30, 2001, continued
its work to improve the programs and operations of the Department of Education (the
Department, or ED) and to protect thelr integrity. In particular, we focused on areas in which we
have identified long- standing weaknesses — financid management and interna controls,
information technology (IT) security, and the student financia assstance programs.

In response to Congressional, OIG and Generd Accounting Office (GAO) concerns about the
management of the Department, the Secretary this period established a Management
Improvement Team (MIT) to, among other things, identify and close as many short-term
management improvement recommendations as possible. These arelargdy OIG
recommendations thet we identified in our audit, ingpection, and investigation work. The
Secretary’ s report, “Blueprint for Management Excellence,” may be found at
http:/Aww.ed.gov/inits'mit/blueprint.pdf.

Among the Department problems identified by the MIT are the OI G focus aress listed above.
We are pleased to be contributing to this effort with our extensive recommendations for
improvement, by working with the team to see that these recommendations are resolved, and by
detailing two OIG staff membersto the team. The Deputy Inspector General, on detail to the
Department, leadsthe MIT.

Bedow, we highlight our mogt sgnificant activities during this reporting period, with particular
emphasis on our work related to the Department’ s financial management and internd controls,
IT security, and the student financid assstance programs. Y ou may find more detalled
descriptions of our activities on our Web site, at http://www.ed.gov/officesOI G.

FINANCIAL MANAGEMENT AND INTERNAL CONTROLS

OIG audits, ingpections, and investigations have identified long- sanding deficienciesin the
Department’ sinterna controls and financial management. In testimony on two occasions this
period before the House Subcommittee on Select Education, Committee on Education and the
Workforce, the Inspector General and GAO discussed the Department’ s progress and continued
chdlenges as it seeksto improveits financia management and interna controls. The Ingpector
Generd’s statements are available on the OIG website, a

http://www.ed.gov/offices/ Ol G/AuditRpts/stmt042001. pdf and

http://www.ed.gov/offices/Ol G/A uditRpts/stmt072001. pdf.

Disbur sement Process

We contracted this period with Erngt & Young, LLP for reviews of the Department's controls
over payment systems and processes for three programs. The reviews found that the programs
needed better data integrity controls to reduce the risk of erroneous payments. The programs
were in the offices of Elementary and Secondary Education (Impact Aid), Educationa Research
and Improvement, and Vocationa and Adult Education. The Department concurred with the
findings and agreed to act on the recommendations.




In cooperation with the Office of the Chief Financial Officer (OCFO) and Student Financid
Assigtance (SFA), Erngt & Y oung devel oped business maps documenting the workflow and key
interna controls for various disbursement processes. These mapswill assst management in
continualy assessng and evauating itsinterna controls to meet the chalenges of an ever-
changing environment.

We began to review the resolution and recovery of duplicate payments after the Department
identified severd instances of duplicate payments for fiscal years 1998, 1999 and 2000. Our
work reveded that there are several Department payment methods. These payment systems and
processes are critica dementsin the financia management of the Department, and we will
continue to eva uate the Department’ s progress in diminating duplicate payments and other

types of improper payments. We and the Department recently discussed the importance of this
issue in letters to Senators Lieberman and Thompson.

Grants Administration and Payment System

We conducted areview of the Department’ s Grants Adminigtration and Payment System (GAPS)
and found that 648 records applicable to the period May 1998 through October 2000 were
missng. GAPS, acomponent of the Department's core financia system, supports grant planning
and award management of Department programs, including discretionary and formula grants.

The missing records are needed to identify changes made to bank accounts, who made the
changes, and when the changes were made. They are critica to ensuring database integrity and
management control. Asaresult of our findings, OCFO has begun efforts to determine why the
records are missing. (“Missing Recordsin the Grants Adminigtration and Payment System,”
Action Memorandum FIN-01-01, September 25, 2001.)

Purchase Cards and Third-Party Dr afts

We issued afollow-up report on the Department’ sinternd control over purchase cards. We
found that while the Department has made some improvement, more work is necessary. We had
found sgnificant supervisory and procedura weaknesses in previous reviews of interna controls
over the purchase card and third-party draft programs (see Semiannual Report No. 42, page 6).
The Department has stopped using third-party drafts. We are continuing our review of the
Department’s controls over purchase cards. GAO aso continues to look inthisarea. (“Follow-
up Review of Internd Control Over Purchase Cards,” ED-OIG/A& | 2001-04, September 28,
2001.)

Contracting

We reviewed the management of government property by two Department contractors, and
identified Smilar interna control wesknesses at both. Interna controls to ensure the integrity
and proper management of Department funds are critica, not only in the Department but also in
the operations of contractors who manage Department property and funds.

> CONTROL SOVER GOVERNMENT-FURNISHED PROPERTY

Our reviews disclosed significant supervisory and procedura weaknesses in the
management of government property. We found that the contractors did not properly
identify the property and did not comply with recordkeeping, reporting, or inventory
requirements. Interna controls to ensure the integrity and proper management of
Department funds are critical not only within the Department, but also within the

operations of contractors. Our audits did not disclose any fraud. We recommended severd
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corrective actions. Both contractors generdly agreed with our findings. (“Audit of
Controls over Government Property Furnished to Affiliated Computer Services, Inc.,” ED-
OIG/A19-B0004, April 20, 2001 and “Controls over Government Property Managed by
Raytheon Systems Company,” ED-OIG/A19-B0005, September 19, 2001.)

> | NVESTIGATIONS

OIG invedtigations of Department contractors and employees resulted in a number of

crimina prosecutions. Our work led to a 19-count indictment of 11 individuds for

defrauding the Department of $634,000 of unworked overtime and $300,000 in equipment
kept for persona use. Our work in this case resulted in seven guilty plessin prior

reporting periods (Semiannual Report No. 41, page 4 and Semiannual Report No. 42, page
17).

INFORMATION TECHNOLOGY SECURITY

I'T security has been and remains a gnificant management chdlenge for the Department, and
we continue to dedicate significant audit resources to identify and report on vulnerabilitiesin its
IT systems. Our audit work, and that of GAO, has been amgor factor in the Department’s
identification of IT security asamateria weeknessin its annua Federal Managers Financid
Integrity Act reports since fiscal year 1999. In addition, Ernst & Y oung identified controls
surrounding IT systems as a materiad weaknessin its Report on Internd Controls for Fiscal Year
2000 Financid Statement Audit.

Government I nformation Security Reform Act

Our audit of the Department’ s implementation of the Government Information Security Reform
Act (GISRA) found that the Department is not in full compliance with the Act’ s requirements for
agency-wide information security programs. We made 15 recommendations based on our audit

findings

GISRA requires agency-wide information security programs to include periodic risk
assessments, policies, and procedures to reduce security risks to an acceptable levd. It further
requires that agencies implement security awareness and training, testing of the effectiveness of
security policies and procedures, a process for correcting any significant deficiencies, and
procedures for handling security incidents. Agency program officias must review, & lesst
annualy, each information security program. GISRA aso requires the agency’ s Inspector
Generd to perform an independent eval uation of the agency’ s information security program and
practicesin fiscd years 2001 and 2002.

We identified significant deficiencies in the agency-wide and principa office security plans,
programs, and practices. We aso identified maor weaknesses in management, operationa, and
technica controls. Our findings confirm that principd offices are not effective in protecting
critica resources from unauthorized access or modification, athough the Department has made
improvements. The Department advised us that it has developed Plans of Action and Milestones
to address our findings, to be submitted to the Office of Management and Budget. (“Department
of Education’s Implementation of GISRA,” ED-OIG/A11-B0007, September 7, 2001.)

STUDENT FINANCIAL ASSISTANCE

OIG work during the period continued to show the student financid assistance programs as one
of the top management chalenges facing the Department. One of the Secretary’ sgodsisto
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remove these programs from the Genera Accounting Office’'sHigh Risk List. Our work during
the period reveded areas of concern smilar to those of prior periods.

Financial Responsbility

Our review of SFA’s enforcement of the Higher Education Act's (HEA) indiitutiond financid
respongbility requirements found that SFA has not established sufficient controls and procedures
to ensure that it enforces the requirements in acongstent and timely manner.  Inditutions must
meet the HEA'’ sfinancid respongbility requirements to participate in the sudent financid
assstance programs. We recommended that the Chief Operating Officer for SFA develop and
implement policies, procedures, and contract modifications to improve management controls and
procedures for enforcing the financid responsbility regulations. SFA concurred with our
findings, and advised us thet they had previoudy identified some weaknesses and had begun
actionsto correct them. (“Student Financia Assistance Enforcement of the Ingtitutiona

Financid Responghility Regulations,” ED-OIG/A09-A0018, September 28, 2001.)

Cour se-L ength Requirements

We completed audits on course-length requirements a three schools. We found that the schools
could not demonstrate compliance with the required number of instructiona hours to meet the
datutory definition of an academic year. We recommended that William Penn University return
$950,593 in Federal Family Education Loan (FFEL) funds to lenders and $239,242 in Pdll Grant
funds to the Department. We aso recommended that Olivet Nazarene University return to
lenders $434,500 in FFEL funds. Our recommendation for monetary recovery from Indiana
Wedeyan University concerned incentive compensation, as described in the section below. The
universties did not agree with our conclusions and recommendations. These audits are pending
resolution. (“Audit of Course Length at William Penn University,” ED-OIG/AQ07-B0001,
September 28, 2001; “Audit of Commissioned Sales and Course Length a Indiana Wedeyan
Univergty,” ED-OIG/A05-B0004, September 28, 2001; “Audit of Course Length at Olivet
Nazarene Universty,” ED-OIG/A05-B0014, September 28, 2001.)

In testimony this period before the House Subcommittee on 21% Century Competitiveness,
Committee on Education and the Workforce, the Ingpector Genera urged Congress to provide a
datutory definition of ingruction. A definition will help assure that dl students receive an
gppropriate amount of ingruction, through traditiona as well as non-traditional methods, to
justify the amount of student financid assstance funds awvarded. The Ingpector Generd’s
datement is available at http://www.ed.gov/offices/Ol G/AuditRpts/'stmt062001. pdf.

I ncentive Compensation

Our audits a three schools disclosed violations of the HEA' s incentive compensation provision,
which prohibits indtitutions from paying individuals or organizations based on their successin
enrolling students or obtaining student financid ad for the school. In each case, we found the
school paid the Ingtitute of Professona Development a percentage of tuition for al students
enrolled in certain of its programs. In our largest recommendation for monetary recovery in this
areathis period, we recommended that Indiana Wedeyan University return $30,022,551 in FFEL
fundsto lenders. The schools did not agree with our conclusions and recommendations. These
audits are pending resolution. (“Audit of Commissoned Sdes a Olivet Nazarene University,”
ED-OIG/A05-A0030, May 21, 2001; “ Audit of Commissoned Sdes and Course Length at
IndianaWedeyan Univeraty,” ED-OIG/A05-B0004, September 28, 2001; “Audit of
Commissioned Sdes a William Penn Universty,” ED-OIG/A07-90035, May 15, 2001.)
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We are concerned that payments based on success in securing student enrollment creete
incentives to engage in misrepresentation or other improper recruiting tactics, and recommend
that a complete ban on improper incentives is the most effective way to protect sSudents. The
Inspector General also addressed incentive compensation in the testimony cited above (“Course-
Length Requirements’).

I ngtitutional and Recipient Fraud

OIG invedtigations continued to result in prosecution of individuals who defraud the student
financid assstance programs. Theseindividuals engaged in various types of fraud, including
fraud involving loan defaults and collections and submisson of Pell Grant gpplications for nor
exigent or indigible sudents. This period we dso saw sgnificant resultsin our cases againgt
finendd ad preparers. Highlights of our work follow.

> FRAUD INVOLVING L OAN DEFAULTS/COLLECTIONS

OIG cases againgt school officials and others who attempted to defraud the Department’s
loan programs with loan fraud schemes led to three indictments, a sentencing, and civil
stlements. Two examples follow.

» A Maryland attorney devised a scheme to collect monies from borrowers, but did not
forward dl of the funds he collected to the guaranty agencies. He was sentenced to
four monthsin a hdfway house, four months home detention and two years of
supervised probation, and was ordered to pay $16,655 in retitution.

» A proprietary school and a default management company operating in Oklahoma and
Kansas entered into civil settlementsin which they agreed to pay the Department a
totd of $475,000. The caseinvolved dlegations that employees at both inditutions
submitted fraudulent forbearance forms to lenders, which had the effect of lowering
the schools cohort default rates, thereby preserving ther participation in student loan
programs.

>  ELIGIBILITY FRAUD

OIG agents uncovered digibility fraud schemesthat led to sentencings for the school
owners and officias who perpetrated them. Examples include the following.

»  Theco-owner of atwo-campus Texas proprietary school was sentenced to 37 months
incarceration and ordered to pay redtitution of $1,105,789 for disbursing student
financid assstance funds to students at one of the campuses before the Department
had approved its participation in the student financid assistance programs.

»  Theformer admissions representative/director at a Missouri school was the fourth
officid from that school to be sentenced for participating in a conspiracy to submit
fraudulent Pell Grant gpplications and supporting documentation to obtain student
financid assstance funds. The school’ s high default rate had caused it to lose
eigibility to participate in the Guaranteed Student Loan program severd years before.

»  Thepresdent of a FHoridacommunity college was sentenced to 46 monthsin prison
for her rolein a scheme to enroll elderly dientsin Pell-eligible courses that offered
only exercise and handcrafts. (See Semiannual Report No. 42, pages 14-15 for a
report on four guilty pleasin this case)



»  Theowner of aMidwest career college was sentenced to 51 months incarceration for
ingructing employees to falsaly report that indigible sudents admitted to the school
were digible for student aid. (See Semiannual Report No. 41, page 11, for additional
information on this case))

> PREPARER FRAUD

OIG invedtigations continue to identify individuas, known as student aid “ preparers,” who
assg parentsin filling out fase financid aid forms enabling them to fraudulently obtain
Student financial assstance funds for their children. This period, five preparers, five
parents and two students pled guilty or were sentenced in the Northern Didrict of Illinois
for participating in such schemes. Fines, redtitutions and civil settlements resulting from
preparer cases totaled more than $500,000.

OTHER SIGNIFICANT ACTIVITIES

Elementary, Secondary, and Other Education Programs

Our work relating to elementary, secondary and other education programs disclosed findings
relating to management controls over Individuas with Disahilities Education Act (IDEA)
performance data, monitoring, and adult education.

»  CONTROLSOVER DATA COLLECTION AND REPORTING

Reviewing grantees compliance with Government Performance and Results Act (GPRA)
requirements is an ongoing priority for OIG. The integrity of IDEA, Part B Sae-reported
datais of particular importance because the Department relies on it to provide Congress an
objective and accurate measure of the success of its specia education programs, as
required under GPRA.

Our audits a the Michigan and Kansas state departments of education found that both need

to take additiona steps to improve management controls over the collection and reporting

of data Both Michigan and Kansas generdly agreed with our findings and have dready

taken steps to correct some of the deficiencies. We dso issued an information

memorandum to the Department on our GPRA/IDEA reviews. The memorandum did not
require aresponse. (“Michigan Department of Education Management Controls over

IDEA,” ED-OIG/A05-A0031, September 21, 2001; “Kansas State Department of

Education, Management Controls Over IDEA, Part B — Specia Education Performance

Data,” ED-OIG/AQ07-A0020, July 20, 2001; State and Local Information Memorandum No.
01-02, September 28, 2001.)

> VIRGIN | SLANDS

We issued two reports on the continuing lack of adegquate management controls in the
Virgin Idands Department of Education (VIDE). We determined that the Department
cannot rely on the financiad management and personnd practices used by the Virgin

Idands government in administering sdlary costs for the IDEA, Part B programs. VIDE
generadly concurred with our findings and recommendations. (“Audit of the Virgin Idands
Department of Education, Specia Education Payroll,” ED-OIG/A04-B0013, July 17, 2001;
“The Virgin Idands Government Lacks Adequate Management Controls Over the
Adminigration of ItsIDEA, Part B Grant Program Sdary Cogts,” ED-OIG/A04-A0015,
July 27, 2001.)



Thiswork follows our previouswork at VIDE. Last period, we derted the Department to
concerns we identified during our ongoing audit of VIDE's compliance withIDEA, Part B
(Semiannual Report No. 41, page 10). We remain concerned about VIDE' s administration
of Department programs and the progress being made to correct deficiencies. We continue
to meet with Department and interagency teams to discuss problems in the Virgin Idands.

PUERTO RICO DEPARTMENT OF EDUCATION

Our review of the Puerto Rico Department of Education’s (PRDE) administration of
contracts under the Title | programs found PRDE’ s cash management practices inadequate
and itsinterna controlsineffective to administer the programs. We recommended that the
Department require PRDE to establish adequate controls over its procurement procedures.

We continue to be concerned about PRDE’ s administration of Department programs. We
have been meeting with Department and PRDE officias to discuss deficiencies identified

in OIG audits and single audits performed under the Single Audit Act of 1984, which
established uniform entity-wide audit requirements for state and loca governments
recelving federd financiad assstance. This period we met with Departmenta, PRDE, and
Puerto Rico Governor’ s Office officids to discuss issues regarding this audit and one we
did last period on PRDE Title | contracts. Puerto Rico officials were in generd agreement
with our findings. (“Puerto Rico Department of Education Did Not Administer Properly
Title | Contracts with National School Services of Puerto Rico for the 1999/2000 and
2000/2001 School Years,” ED-OIG/A02-B0012, September 2001.)

I NVESTIGATIONS RELATING TOADULT EDUCATION

OIG invedtigative efforts resulted in indictments of two community-based organizations
that received adult education funds and dlegedly submitted fase clamsto the Department.
Both received Department funds through the Cdifornia Department of Educetion to
provide adult education courses, including courses in adult basic education, English asa
Second Language (ESL), and ESL-citizenship. The tota amount of Department funds &t
risk in these casesis an estimated $3,938,000.

Nonfederal Audit Activities
Participants in Department programs are required to submit annua financid statements and to

comply with audits performed by independent public accountants (IPAS). In accordance with the
Inspector General Act’ s direction to assure that work performed by nonfedera auditors complies

with federd government auditing standards, we publish audit guidance specific to Department
programsto assist IPAs in performing these audits.

We performed 48 quality control reviews of audits by 42 different IPAs. Of these, 30 were

acceptable, 14 were technically deficient, and 4 were substandard. We a so referred four IPAsto

the American Ingdtitute of Certified Public Accountants and/or the gppropriate State Board of
Accountancy for possible disciplinary action: two for substandard work reported in a prior
semiannud report, and two because they could not provide working papers for our review.



P.L.95-452
Reporting Requirements

Appendix Page
Section Requirement Number Number
Sections 5(a)(1) Significant Problems, Abuses, and Deficiencies
and 5(a)(2)
Significant Activities and Accomplishments * 1
Section 5(a)(3) Recommendations Described in Previous Semiannual Reportson 1 9
Which Corrective Action Has Not Been Completed
Section 5(a)(4) Matters Referred to Prosecutive Authorities
Investigation Services Cumulative Actions 7 18
Statistical Profile 9 23
Sections 5(a)(5) Summary of Instances Wher e Information Was Refused or Not
and 6(b)(2) Provided**
Section 5(a)(6) Listing of Audit Reports
ED/OIG Audit Services Reports on Education Department Programs and 3 11
Activities
Section 5(a)(7) Summary of Significant Audits
Significant Activities and Accomplishments * 1
Section 5(a)(8) Audit Reports Containing Questioned Costs
Inspector General |ssued Audit Reports with Questioned Costs 4 15
Section 5(a)(9) Audit Reports Containing Recommendations That Funds Be Put to
Better Use
Inspector General Issued Audit Reports with Recommendations for 5 15
Better Use of Funds
Section 5(a)(10) Summary of Unresolved Audit Reports|ssued Prior tothe
Beginning of the Reporting Period
Unresolved Reports Issued Prior to April 1, 2001 6 16

Section 5(a)(11)

Section 5(a)(12)

Significant Revised Management Decisions**

Significant M anagement Decisions with Which OIG Disagr eed**

* - Information found in pages 1-7 of the Semiannual Report.
** - No instances to report. 8



Appendix 1

Recommendations Described in Previous Semiannual Reportson Which

Corrective Action Has Not Been Completed

Section 5(8)(3) of the Inspector General Act requires alisting of each report resolved before the commencement of the reporting period for which
management has not completed corrective action. The reports listed below are OIG internal and nationwide audit reports and management improvement
reports.

Total Number of
Report Auditee/Title Date Date  Monetary Recommendations Latest Target
Number (Prior Semiannual Report (SAR) Number and Page) Issued Resolved Findings Open Closed ClosureDate

New Since Last Reporting Period

Student Financial Assistance

03-90003  Audit of Case Management and Oversight's Audit Trackingand 09/29/00 01/31/01 * 1 6 12/31/01
Resolution Process (SAR 41, pg. 23)

01-90005 The Recertification Process for Foreign Schools Needsto Be 09/29/00 03/31/01 * 1 3 09/30/02
Improved (SAR 41, pg. 23)

05-90024 Consolidating Defaulted Loansin the Federal Consolidation Loan 09/28/00 01/31/01 * 4 0 12/31/01
Program within the Federal Family Education Loan (FFEL)
Program (SAR 41, pg. 23)

17-90018 U.S. Department of Education - Student Financial Assistance-  02/28/00 09/30/00 * 2 21 06/28/02
Audited Financia Statements - For the Fiscal Y ear Ended
September 30, 1999 (SAR 40, pg. 19)

Office of Postsecondary Education

04-90014 Review of the Title 11l Program, HEA, Compliancewith GPRA  06/30/00 03/31/01 * 7 0 12/31/02
Requirements for Implementation of Performance Indicators
(SAR 41, pg. 23)

Office of the Chief I nfor mation Officer

06/30/01
11-90013  Review of Security Posture, Policies and Plans (SAR 40, pg. 3)  02/25/00 06/30/00 * 5 8
11-90018 Review of EDNET Security (SAR 41, pg. 22) 07/10/00 03/31/01 * 12 48 08/01/01
11-A0005 Review of Planning and Assessment Activities for Presidential 09/14/00 03/31/01 * 7 3 11/30/01

Decision Directive 63 on Critical Infrastructure Protection
(SAR 41, pg. 22)

Office of the Deputy Secretary
11-A0014 Audit of the U.S. Department of Education’'s Controls Over 09/15/00 01/31/01 * 0 7 *x
Cellular Phones (SAR 41, pg. 22)

Office of the Chief Financial Officer
17-80006  Fiscal Year 1998 Annual Financia Statements (SAR 40, pg. 19) 11/18/99 08/31/00 * 2 26 10/31/01

17-90019 Fiscal Year 1999 Annual Financia Statements U.S. Department  02/28/00 07/31/00 * 2 22 01/31/02
of Education (SAR 40, pg. 19)

Reported in Previous Semiannual Report

Office of Postsecondary Education

04-60001  Process Enhancementsin the HEA, Title 111, Institutional Aid 03/27/96 08/31/96 * 1 3 08/01/01
Program Would Increase Program Efficiency, Despite Limited
Resources (SAR 32, pg. 9)

MIR 92-05 ED Needs To Strengthen Student Loan Cure Procedures 03/13/92 09/30/93 $154,000,000 1 0 09/30/02
09-18053 (SAR 24, pg. 12)

MIR - Management Improvement Report
* - Non-monetary findings only.
** - Received closure memo dated 10/16/01.



Appendix 1

Recommendations Described in Previous Semiannual Reports on Which
Corrective Action Has Not Been Completed (Cont.)

Total Number of
Report Auditee/Title Date Date Monetary Recommendations Latest Target
Number (Prior Semiannual Report (SAR) Number and Page) Issued Resolved Findings Open Closed ClosureDate
Student Financial Assistance
A03-70010 Audit of the U.S. Department of Education's Closed School 06/30/99 01/31/00 $24,058,432 1 6 10/31/01

Process (SAR 39, pg. 17)

Office of the Chief Financial Officer

17-40303 The Report of Independent Accountants on the U.S. Department  08/16/96 03/31/97 * 2 24 10/31/01
of Education Fiscal Y ear 1995 Department-wide Financia
Statements (SAR 33, pg. 14)

17-60002 The Report of Independent Accountants on the U.S. Department  07/31/97 05/31/99 * 2 33 10/31/01
of Education Fiscal Y ear 1996 Department-wide Financia
Statements (SAR 35, pg. 19)

17-70002 U.S. Department of Education’s Fiscal Y ear 1997 Financial 06/15/98 05/31/99 * 2 35 10/31/01
Statements and Accompanying Notes (SAR 37, pg. 13)

Office of the Chief Information Officer
11-70007 The Status of Education's Implementation of the Clinger-Cohen  03/31/98 08/31/99 * 1 10 02/28/02
Act (SAR 36, pg. 19)

Office of the Under Secretary

17-70007 Moving Towards a Result-Oriented Organization: A Reporton  09/24/98 01/31/00 * 1 7 03/31/02
the Status of ED's Implementation of the Results Act
(SAR 37, pg. 14)

Appendix 2

Other ED/OIG Reports on Education Department Programs and Activities

Report Date
Number Report Title | ssued

Analysisand I nspection Reports
2001-02 Review of Student Financial Assistance’s Performance Plan 09/21/01

2001-04 Follow-up Review of Internal Control Over Purchase Cards 09/28/01

* - Non-monetary findings only.
** - Received closure memo dated 10/16/01.
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Appendix 3

ED/OIG Audit Services Reportson Education Department
Programs and Activities (April 1, 2001 to September 30, 2001)

Section 5(a)(6) of the Inspector General Act requires alisting of each report completed by OIG during the reporting period. A total of 33 audit reports were issued by ED/OIG
auditors. In addition, we issued 20 alternative products, which include action memoranda’’, information memoranda, close-out letters, special projects, and ajoint project with

Student Financial Assistance. The 53 reports are listed below by program office.

Report Date  Questioned Unsupported Better Use  Number of
Number Report Title |ssued Costs** Costs of Funds Recommendations

AUDIT REPORTS

Office of the Chief Financial Officer

A17-B0003 U.S. Department of Education Management Letter Fiscal Year 2000  04/06/01 * * * 39

Office of the Chief Information Officer

A11-A0011 Audit of the Department's Records Management Program 09/27/01 * * * 7

A11-B0007 Department of Education's Implementation of GISRA (Government  09/07/01 * * * 15
Information Security Reform Act)

Office of Elementary and Secondary Education

A02-B0012 Puerto Rico Department of Education Did Not Administer Properly — 09/28/01 $1,324,825 $7,087,455 * 10
Title | Contracts With National School Services of Puerto Rico for the
1999/2000 and 2000/2001 School Y ears

A03-A0021 Review of the Office of Elementary and Secondary Education 09/24/01 * * * 4
Discretionary Grants Monitoring Process

Office of Postsecondary Education

A03-A0019 Audit of Lincoln University's Administration of the Title [l Grant 07/27/01  $62,479 $124,818 * 7

Office of Special Education and Rehabilitative Services

A04-A0015 The Virgin Islands Government Lacks Adequate Management 07/25/01 $131,542 $4,571,000 * 15
Controls Over the Administration of I1tsIDEA, Part B Grant Program
Salary Costs

A04-B0013 Audit of the Virgin Islands Department of Education, Specia 07/17/01 * * * 4
Education Payroll

A05-A0031 Michigan Department of Education Management Controls over 09/21/01 * * * 12
IDEA, Part B - Specia Education Performance Data

A05-B0001 Audit of IDEA Part B Carryovers at the Indiana Department of 09/18/01 * * * 1
Education, Indianapalis, Indiana

A05-B0021 Audit of IDEA Part B at the Mississippi Department of Education, ~ 09/06/01 * * * 0
Jackson, Mississippi

A05-B0022 Audit of IDEA Part B at the California Department of Education, 09/24/01 * * * 0
Sacramento, Cdifornia

A07-A0020 Kansas State Department of Education Management Controls Over ~ 07/20/01 * * * 10
IDEA, Part B - Specia Education Performance Data

Office of Vocational and Adult Education

A04-B0010 The Division of Vocationa-Technical Education's Monitoring of 09/25/01 * * * 2
Formula Grants

Student Financial Assistance

A05-A0030 Audit of Commission Sales at Olivet Nazarene University 05/21/01 $3,299,891 * * 4

A05-B0004 IndianaWesleyan University, Adult and Professional Studies 09/28/01 $31,682,782 * * 5

Administration of Title IV Programs, Marion, Indiana

! Action Memoranda notify the Department's management of issues and problems detected so that appropriate action is taken. Action Memoranda are pre-decisional and will

not appear on our web site.

* - Non-monetary finding only. ** - Includes other recommended recoveries.
A - Audit S- Specia Report E - Action Memorandum
11



Appendix 3

ED/OIG Audit Services Reportson Education Department
Programs and Activities (April 1, 2001 to September 30, 2001) (Cont.)

Report Date  Questioned Unsupported Better Use  Number of
Number Report Title |ssued Costs** Costs of Funds Recommendations
Student Financial Assistance (Cont.)
A05-B0007 Audit of the Michigan Guaranty Agency's Administration of the 09/25/01 $1,100,400 * * 4
Federal Family Education Loan Program Federal and Operating
Funds
A05-B0014 Audit of Course Length at Olivet Nazarene University 09/28/01 * * * 4
A05-B0025 Rush University's Administration of Title IV, SFA Programs 09/07/01 * * * 0
A06-A0001 Interactive Learning Systems Administration of the Title |V Student 07/20/01  $990,828 * * 7

Financial Assistance Programs

A06-A0015 ESS Callege of Business Administration of the Title IV Student 08/29/01 $4,439,651 * * 4
Financial Assistance Programs

A06-B0009 Audit of Southwest Texas University's Compliance with the Title IV, 09/28/01  $11,200 * * 3
Student Financial Assistance, Verification Requirements

A06-B0010 Audit of McLennan Community College's Compliance with the Title 07/23/01 $486 * * 0
1V, Student Financial Assistance, Verification Requirements

A06-B0013 09/28/01  $1,172 * * 1
Audit of the University of Arkansas at Little Rock's Compliance with
the Title IV, Student Financial Assistance, Verification Reguirements

A06-B0014 Audit of United Education Institute's Compliancewith the TitlelV, ~ 09/06/01  $7,285 * * 1
Student Financial Assistance, Verification Requirements

A07-90035 Audit of Commissioned Sales at William Penn University 05/15/01 $5,023,447 * * 4

A07-B0001 Audit of Course Length at William Penn University 09/28/01 * * * 4

A09-A0018 Student Financial Assistance Enforcement of the Institutional 09/28/01 * * * 17
Financial Responsibility Regulations

A09-A0021 Indiana State University's Policies and Procedures Covering 05/18/01  $9,686 * * 4
Educational Programs and Courses Delivered Through Distance
Education Methods

A17-B0004 Student Financial Assistance Fiscal Year 2000 Management Letter ~ 04/06/01 * * * 31

A19-B0004 Audit of Controls over Government Property Furnished to Affiliated 04/20/01 * * * 6
Computer Services, Inc.

A19-B0005 Audit of Controls over Government Property Managed by Raytheon  09/19/01 * * * 6
Systems Company

Not Related to Any Program Office
A03-B0003 Audit of the Implementation of the District of Columbia College 08/31/01 * * * 4
Access Act of 1999

ALTERNATE AUDIT SERVICESPRODUCTS

Office of the Chief Financial Officer

E07-B0018 Inadequate Controls Allow the Obligation of Funds Greater than 05/31/01 * * * 3
Delegated Authority (SFA Action Memo No. 01-05)

E17-B0010 Missing Recordsin the Grants Administration and Payment System  09/25/01 * * * 1
(GAPS) (FIN Action Memo No. 01-01)

* - Non-monetary finding only. ** - Includes other recommended recoveries.
A - Audit S- Specia Report E - Action Memorandum
12



Appendix 3

ED/OIG Audit Services Reportson Education Department
Programs and Activities (April 1, 2001 to September 30, 2001) (Cont.)

Report Date  Questioned
Number Report Title |ssued Costs**

Unsupported Better Use ~ Number of

Costs

of Funds Recommendations

Office of the Chief Financial Officer (Cont.)

S17-B0016 Transmission of Business Maps Documenting the Workflow and Key 09/27/01 *
Internal Controls Resulting from the Review of Various Disbursement
Processes within the U.S. Department of Education Office of the
Chief Financial Officer

Office of Educational Research and | mprovement

S17-B0014 Review of the Discretionary Grant Disbursement Processwithinthe  07/19/01 *
U.S. Department of Education Office of Educational Research and
Improvement

Office of Elementary and Secondary Education

S17-B0013 Review of the Impact Aid Program Disbursement Process withinthe  07/19/01 *
U.S. Department of Education Office of Elementary and Secondary
Education

Office of Special Education and Rehabilitative Services
A04-B0012 The Office of Special Education Programs Monitoring of Formula ~ 07/02/01 *
Grants?

S05-B0031 Wisconsin Department of Workforce Development's Administration  08/06/01 *
of its Vocational Rehabilitation Grants to States Program?

S09-B0013 State-Reported Data Used to Evauate Performance of the Individuals 09/28/01 *
with Disabilities Education Act (IDEA), Part B - Specia Education
Programs (State and Local Information Memo No. 01-02)

Office of the Under Secretary
S09-B0004 State-Reported Data Used in Measuring Performance of Education ~ 08/03/01 *
Programs (State and Local Information Memo No. 01-01)

Office of Vocational and Adult Education
S17-B0015 Review of the Formula Grant Disbursement Process withinthe U.S.  07/19/01 *
Department of Education Office of Vocational and Adult Education

Student Financial Assistance
A06-B0001 Identification of Schools Not Making Title |V Refunds® 08/06/01 *

A06-B0008 Survey of the William D. Ford Federal Direct Loan Program at the ~ 08/06/01 *
University of Alabama at Birmingham?

E06-B0030 South Texas Vocational Technical Ingtitute's Compliancewiththe  09/14/01 *
Financia Responsibility Requirements (SFA Action Memo No. 01-
07)

E07-B0023 Share In Saving Task Order Basdline Overstated (SFA Action Memo 08/01/01 *
No. 01-06)

A09-B0006 Policiesand Procedures for Distance Education - Golden Gate 06/29/01 *
University, San Francisco, CA?

A09-B0007 Survey of Computer Education Institute and California Education 06/13/01 *
Institute College Administration of Title IV Programsin Compliance
with the Higher Education Act of 1965 as amended 2

2 Audit closure notice - notice to close assignment without issuing an audit report.

* - Non-monetary finding only. ** - Includes other recommended recoveries.
A - Audit S- Specia Report E - Action Memorandum
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Appendix 3

ED/OIG Audit Services Reportson Education Department
Programs and Activities (April 1, 2001 to September 30, 2001) (Cont.)

Report Date
Number Report Title |ssued

Questioned Unsupported Better Use ~ Number of

Costst*

Costs

of Funds Recommendations

Student Financial Assistance (Cont.)

E09-B0012 Proposed Performance Incentives for Operation of the Document 05/02/01
Receipt and Control Center Need Further Development Before
Inclusion in the Department's Contract with Friday Systems Services,
Inc. (SFA Action Memo No. 01-04)

S11-A0017 PEPS Data Reliability Assessment® 08/22/01

S17-B0017 Transmission of Business Maps Documenting the Workflow and Key 09/28/01
Internal Controls Resulting from the Review of Various Disbursement
Processes within the U.S. Department of Education Student Financial
Assistance

A19-B0007 Audit of Treasury Offsets Returned to Borrowers’ 06/21/01

2 Audit closure notice - notice to close assignment without issuing an audit report.
3. Joint project with Student Financial Assistance.

* - Non-monetary finding only. ** - Includes other recommended recoveries.

A - Audit S- Specia Report E - Action Memorandum
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* 2
* 0
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