






































MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007

SECTION II - FINANCIAL STATEMENT FINDINGS
Significant Deficiency KDV 07-3 - Journal Entry Approval

In evaluating the sufficiency in the operation of internal control over a significant process, we
consider the likelihood that the control could fail to detect a misstatement in the financial
statements and the magnitude of the misstatement that could occur. Preparing and recording
Journal entries s 2 significant accounting process for which there needs to be adequate internal
control. Inappropriate journal entries have the potential to cause material misstatements in the
financial statements. Although no inappropriate or incorrect journal entries were noted during
the audit at the magnitude to cause a material misstatement, it was noted during the audit, journal
entry errors occutred in situations where there was no review of journal entries by someone other
than the preparer, and supporting documentation for journal entries was not always available.

We recommend a policy whereby all journal entries are documented and approved by someone

other than the preparer. All entries should document the preparer and the reviewer in order to
attribute responsibility to the appropriate individuals.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-4

CFDA No.:
Program:

CFDA No.:
Program:

CFDA No.:
Program:

CFDA No.:
Program:

Compliance Requirement:

Institution:

Known Questioned Costs:

Condition:

84.007
Federal Suppiemental Educational Opportunity Grant

84.063
Federal Pell Grant

84.032
Federal Family Education Loans (“FFEL”)

84.038
Federal Perkins Loans

Special Tests and Provisions
Saint Paul College

$ 10,323, of which all has been repaid.

Saint Paul College did not perform timely calculations of return to Title IV funds for some
students receiving both “W” - withdrawals and “F” — failing grades during fiscal year 2007. The
impact of not calculating these funds in a timely manner resulted in $10,323 being refunded late.
In January 2008, the College paid the U.S. Department of Education and applicable lenders

$10,323. This condition affected the following aid awards:

CFDA Description Fiscal Year Total
84.063 Federal Pell Grant 2007 $ 4,175
84.032 Subsidized FFEL 2007 1,022
84.032 Unsubsidized FFEL 2007 5,126
Total $ 10,323
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Audit Finding KDV 07-4 (Continued)

Criteria:

The OMB Compliance Supplement requires an institution to properly calculate and determine the
return of Title IV funds for all students that receive financial aid and either officially or
unofficially withdraw.

Effect.
Saint Paul College was not in compliance with the federal requirements regarding return of Title
1V funds. Specifically, funds were returned late to the U.S. Department of Education.

Recommendation:
Saint Paul College should improve the methodology used to identify students and perform timely
and accurate return of Title IV fund calculations.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2007

SECTION 111 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-5

CFDA No.:
Program:

CFDA No.:
Program:

CFDA No.:
Program:

CFDA No.:
Program:

Compliance Requirement:

Institution:

Known Questioned Cosis:

Condition:

84.007
Federal Supplemental Educational Opportunity Grant

84.063
Federal Pell Grant

84.032
Federal Family Education Loans (“FFEL”)

84.038
Federal Perkins Loans

Cash Management, Special Tests and Provisions
Multiple, See Below

None — Procedural Finding Only

The following Colleges and Universities did not always return loan funds to the lenders within
the required time frame; Ridgewater College (1 loan), Winona State University (4 loans) and
Saint Paul College (1 loan). These loan funds were returned between 1 and 31 days late.
Regulations require the timely repayment of loan funds to lenders for students who do not accept
the loans after receipt by the College or University.

Criteria:

The OMB Compliance Supplement requires an institution to properly calculate and return
undisbursed funds on a timely basis for students who decline approved loans.

Effect:

The above Colleges and Universities were not in compliance with the federal requirements
regarding return of Title IV funds. Specifically, funds were returned late to the applicable

lenders.

Recommendation:

The above Colleges and Universities should improve the methodology used to identify loan
returns and perform timely and accurate return of these loans.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Andit Finding KDV 07-6

CFDA No.: 84.268

Program: Federal Direct Student Loans (“FDSL™)
CFDA No.: 84.032

Program: Federal Family Education Loans (“FFEL”)
Compliance Requirement: Special Tests and Provisions

Institution: Multiple

Questioned Costs: None — Procedural Finding Only
Condition:

During our sampling of student enrollment status changes, we noted that MnSCU does not have
consistent practices to ensure timely and accurate reporting of enrollment changes in accordance
with federal enrollment reporting requirements. Colleges and Universities submit enroliment
status changes to the National Clearinghouse, an enrollment reporting service provider who
subsequently submits to lenders and guaranty agencies and to NSLDS based on the institution’s
NSDLS Roster File schedule. During our testing, we specifically noted inconsistencies related to
reporting deadlines and reporting enrollment status for students who graduate or withdraw in 9 of
60 students sampled.

Criteria:

Under the requirements for the Federal Family Education Loan and Federal Direct Student Loan
Programs, changes in student status must be reported to lenders and guaranty agencies within 30
days, unless the institution expects to submit the data on a Roster File received within 60 days of
the change.

Effect:
MnSCU may not have been in compliance with enrollment status change reporting requirements.

Recommendation:

The Office of the Chancellor needs to review and revise its process to ensure accurate and timely
reporting of student enrollment status changes in accordance with federal regulations.

16



MINNESOTA STATE COLLEGES AND UNIVERSITIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-7

CFDA No.: 84.063

Program: Federal Pell Grant

Compliance Requirement: Reporting

Institution: Minnesota State University, Moorhead, Saint Paul College
Questioned Costs: None — Procedural Finding Only

Condition:

The above College and University did not report Federal Pell Grant Program (Pell)
disbursements within 30 days. The College and University reported late twice during the year.

Criteria:

Under the requirements for the Federal Pell Grant Program, the College must report student
payment data within 30 calendar days after the institution makes a payment to students or
becomes aware of the need to make an adjustment to previously reported or expected student
payment data.

Effect:
The above College and University are not in compliance with the reporting requirements
specified by federal program guidelines.

Recommendation:

The above College and University should ensure that Federal Pell Grant expenditures are
reported to the U.S. Department of Education within 30 days of being disbursed.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-8

CFDA No.: 84.268

Program: Federal Direct Student Loans (“FDSL”)
CFDA No.: 84.032

Program: Federal Family Education Loans (“FFEL”)
CFDA No.: 84.038

Program: Federal Perkins Loans

Compliance Requirement: Eligibility, Special Tests and Provisions
Institution: Multiple

Known Questioned Costs: None — Procedural Finding Only
Condition:

Northland Community College and Rainy River Community College did not notify students or
parents in writing when disbursing loan proceeds to the students as required by federal
regulations.

MnSCU’s three direct lending institutions also did not provide the required notification. Rather,
these institutions relied on the disbursement disclosure sent by the direct lending loan origination
center of the U.S. Department of Education.

Several other institutions send information to the student or parent, but this information is
missing various disbursement dates or amounts. In addition, many institutions did not retain
related documentation to verify that students or parents were notified.

Criteria:

Code of Federal Regulations (CFR) Section 668.165 requires if an institution credits a students
account at the institution with direct loans, FFEL, or federal Perkins program funds, the
institution must notify the student or parent in writing of the date and amount of the loan
disbursement and the students or parents right to cancel all or a part of the loan proceeds.

Effect:
The above Colleges and Universities were not in compliance with CFR Section 668.165 relating
to notification of loan disbursements information.

Recommendation:

The Office of the Chancellor should work with Colleges and Universities to develop a process to
ensure proper notifications are completed when loan proceeds are disbursed.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-9

CFDA No.: 84.007

Program: Federal Supplemental Educational Opportunity Grant
CFDA No.: 84.033

Program: Federal Work Study

CFDA No.: 84.063

Program: Federal Pell Grant

CFDA No.: 84.268

Program: Federal Direct Student Loans (“FDSL”)

CFDA No.: 84.032

Program: Federal Family Education Loans (“FFEL”)

CFDA No.: 84.038

Program: Federal Perkins Loans

Compliance Requirement: Period of Availability of Federal Funds, Reporting
Institution: Multiple Institutions

Questioned Costs: None

Condition:

Various Colleges and Universities accounting systems did not always match the applicable
drawdown reports or FISAP reports as follows:

Rainy River Community Colleges FISAP report did not match their accounting system for the
SEOG program by $6,675, SEOG administrative allowance by $288 and Federal Workstudy
administrative allowance by $5,755 due to certain accounting transactions not being posted in a
timely manner.

Rochester Community and Technical College FISAP report did not match their accounting
system for the Pell program by $3,967, the SEOG program by $750 and the Federal Workstudy
program by $9,698 due to certain accounting transactions not being posted in a timely manner.

St. Cloud State University’s Federal Workstudy accounting system records did not always match

the applicable drawdown reports and/or FISAP reports by $34,678 due to not drawing down
funds for the applicable federal award program.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended Jane 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Audit Finding KDV 07-9 (Continued)

Criteria.
The OMB Compliance Supplement requires accurate and timely reporting of federal grant
information.

Effect:
The above Colleges and Universities were not in compliance with the OMB Compliance
Supplement relating to period of availability and reporting of federal funds.

Recommendation:

The above Colleges and Universities should implement procedures to review and reconcile
activity and resolve any differences prior to filing the applicable FISAP for federal grants to
ensure compliance with OMB Provisions. ‘
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MINNESOTA STATE COLLEGES AND UNIVERSITIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Audit Finding KDV 07-10

CFDA #: 84.063

Program: Federal Pell Grant

CFDA #: 84.268

Program: Federal Direct Student Loans (“FDSL”)
CFDA #: 84.032

Program: Federal Family Education Loans (“FFEL")
CFDA #: 84.038

Program: Federal Perkins Loans

Compliance Requirement: Special Tests and Provisions
Institution: Muttiple, See Below

Questioned Costs: None — Procedural Finding Only
Condition:

The following Colleges did not have all the required policies and procedures in place for
verifying applicant information as required by 34 CFR Sections 668.51 through 668.61.

Minnesota State College - Southeast Technical — nsufficient detail in written verification policy
Rainy River Community College — no written verification policy available
Anoka Technical College — no written verification policy available

Criteria:

Under the requirements of 34 CFR Sections 668.51 through 668.61, an institution not
participating under an ED-approved QAP is required to establish written procedures that
incorporate the above provisions for verifying applicant information, including number of family
members, number of family members attending post secondary education institutions,
dependency status, adjusted gross income, U.S. taxes paid and untaxed income.

Effect:
The above Colleges are not in compliance with the verification requirements specified by federal
program guidelines.

Recommendation:
The above Colleges should develop complete written policies for verification procedures as
required by 34 CFR 668.51 through 668.61.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Audit Finding KDV 07-11

CEDA #:
Program:

CFDA #:
Program:

CFDA #:
Program:

CFDA #:
Program:

CFDA #:
Program:

CFDA #:
Program:

CFDA #:
Program:

Compliance Requirement:
Institution:
Questioned Costs:

Condition:

84.007
Federal Supplemental Educational Opportunity Grant

84.033
Federal Work Study

84.063
Federal Pell Grant

84.268
Federal Direct Student Loans (“FDSL™)

84.032
Federal Family Education Loans (“FFEL”)

84.038
Federal Perkins Loans

93.364
Nursing Student Loans

Eligibility — Institutional, Special Tests and Provisions
Saint Paul College

None - Procedural Finding Only

Saint Paul College’s Satisfactory Academic Progress published policy did not accurately reflect
the practice being required of students. Specifically, the published policy did not state that
students would be continued on probation if they performed well and met the term standards
during their probation, but had not yet meet cumulative standards. This specific provision was
set up in the system being used to monitor progress and funds were disbursed accordingly. The
College has corrected this language on its website and will correct the next edition of its printed

materials.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Audit Finding KDV 07-11 (Continued) |

Criteria:

The OMB Compliance Supplement requires an institution to establish and publish an academic
progress policy in compliance with OMB requirements. These requirements are explained in
more detail in the SFA Handbook.

Effect:

Unclear policies may cause financial aid recipients to not understand requirements for
maintaining aid eligibility.

Recommendation:
Saint Paul College needs to ensure that the Satisfactory Academic Progress policy published to
students accurately reflects the practices in place.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007

SECTION IV - PROGRAM REVIEWS — PRIOR YEARS

The U.S. Department of Education conducted program reviews at several institutions during the
audit year. A summary of these reviews follows:

1. A program review was completed at St. Cloud State University, and a final determination
letter was received July 30, 2007. This determination letter closed the findings and
indicated further review to the actions committee was possible. Internal audit also
reviewed the University’s process for return to Title IV funds for Fall 2006 and Spring
2007 terms, noting that Fall 2006 calculations were approximately 2 months late, and
Spring 2007 calculations were timely. Fall 2006 results indicated one student receiving a
“UJ” grade did not have a return calculation completed in a timely manner. Funds totaling
$1,175 were returned to the lender on February 12, 2008 for this student. In addition,
$663 of Pell funds were returned in error for a student due to an isolated calculation error.

2. A program review was performed at Metropolitan State University, and a final
determination letter was received March 22, 2007. This determination letter closed the
findings. MnSCU, however, has not closed the review internally, pending further return
to Title IV monitoring.

3. Minneapolis Community and Technical College (MCTC) did not monitor its Satisfactory
Academic Progress policy for award years 2001 through 2006 as it relates to some
students who had been placed on probation prior to 2000. The lack of monitoring of
these students was caused by the implementation of a new computer system, which has
been subsequently corrected. This resulted in certain students receiving financial aid who
should have been ineligible. Currently, the impact of the findings is § 527,230 in
questioned costs (see Note 1 below) for the period 2001 through 2007. In addition,
penalties and interest may be assessed by the U.S. Department of Education.

A summary of these questioned costs for MCTC are as follows:

{See Note 1)
: Questioned

CFDA Description Tiscal Year Costs
84.063 Federal Pell Grant 2001-2006 $§ 190,085
84.032 Subsidized Federal Family Education Loans 2001-2006 169,499
34.032 Unsubsidized Federal Family Education Loans 2001-2006 159,696
34.007 Federal Supplemental Equal Opportunity Grant 2001-2006 7,950
Total § 527,230

Note 1 — The USDOE for other institutions has based the loan hability based on a loss estimate.
The loss estimate has been based on default rates plus interest. The questioned costs noted above
are gross loan amounts. The estimated liability may be substantially lower than these gross
amounts.
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MINNESOTA STATE COLLEGES AND UNIVERSITIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2007

SECTION V — PRIOR YEAR UNRESOLVED FEDERAL AWARD FINDINGS

Prior Year Finding KDV 05-9
Status: Not Resolved
Institution: Several

Condition:

Many colleges and universities had excessive security access rights granted to individuals fo
the financial aid system, including setup access for the financial aid system, deleting and
changing holds and student payroll approval and processing.

Recommendation:
MnSCU Colleges and Universities should ensure that access to the financial aid system 1s
limited to appropriate levels based on job responsibilities to reduce unnecessary security

risks.
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March 5, 2008

Board of Trustees
Chancellor James HMcCormick
Minnesota State Colleges and Universities

Kern DeWenter Viere has audited the compliance of Minnesota State Colleges and
Universities with the types of compliance requirements described in the U.S. Office of
Management and budget (“OMB"} Circular A-133 Compliance Supplement that are
applicable to each of our major federal programs, as determined by the State of
Minnesota Office of the Leglslauve Auditor, for the year ended June 30,2007. The
Schedule of Expenditures of Federal Awards is presented by management for purposes
of additional analysis as tequired by OMB Circular A~133 and is not a required part of
the consolidatéd financial staterrients.

It is the auditor’s opinion that Minnesota State Colleges and Universities complied, in all
material respects, with the requirements referred to above that are applicable to each of
the major federal programs for the yeéar ended June 30, 2007. The auditots noted no

‘matters involving Minnesota State Colleges & Universities’ internal control over

compliance and its operation that would be considered a material weakness. However,
in the course of the audit, ihstances of non-compliance with internal controls and other
federal requirements were identified.

The purpose of this Jetter and the attachment are to convey management's acceptance of
the noted issues of non-compliance and to indicate steps that will be taken to remedy the
conditions. Management of the Office of the Chancellor and the colleges and universities
named in the audit accept responsibility for the auditor’s findings and have already
undertaken remedies. It is noteworthy that in 2007 our colleges and universities
administered over $490 million in federal financial 4id, to the benefit of over 90,000
Minnesota students. The auditor’s unqualified opinion serves as added assurance to the
Board of Trustees, Chancellor McCormick and the public that care and stewardship are
exercised by employees across the state.

Sincerely,

O~ :
Linda L. Baer Laura M. King \
Senior Vice Chancellor for Academic Vice Chancellor for Finance ~
and Student Affairs ‘ Chief Financial Officer
Enclosure

The Minnesota State Colleges and Universities spstem is an Equal Oppartanity-émployer and educator,




MANAGEMENT RESPONSE
Audit Finding KDV 074
The College agrees with the-auditor’s recommendation and has reviewed and revised their

process and procedure to better identify students and perform timely and accurate return of
Title IV caleulations.

Responsible Person: © Susan Prater, Financial Aid Director
Effective Date: March 31, 2008
Audit Finding KDV 07-5

The Colleges and Universities agree with the auditor’s recommendation and have reviewed
their methodology for identifying loan returns to ensure that there are no systemic
‘weaknesses. Saint Paul College is also shortening their appeal review process to better
guarantee timely and accurate return of loans.

Responsible Person(s):

Ridgewater College Jim Rice, Finaﬁ_cial Aid Director N
Winona State University Greg Peterson, Financial Aid Director
Saint Paul College | Susan Prater, Financial Aid Director
Effective Date: April 30,2008

Audit Finding KDV 07-6
The Office of the Chancellor agrees with the auditor’s recommendations and will review
institutional reporting schedules and processes, and continue to work with institutions. to

enstire accurate and timely reporting of student enrollmerit status changes.

Responsible Persori(s): Chris Halling, System Director for
: ' Student Financial Aid

System Financial Aid Directors

Effective Date: _ ' June 30, 2008

Audit Finding KDV 07-7

The Colleges and Universities agree with the atiditor’s recommendation and have reviewed
their procedures to ensute that Federal Pell Grant expenditures are reported to the U.S.
Department of Education within 30 days of being d1sbursed




Responsible Person(s):

Minnesota State Uriversity Moorhead Carolyn Zehren, Financial Aid Director
Saint Paul College Susan Prater, Financial Aid Director
Effective Date: March 31, 2008

Audit Finding KDV 07-8

The named Colleges and Universities and the Office of the Chancellor agree with the auditor’s
recommendations. Northland Community College and Rainy River Community College will
implement procedures to notify students and parents in writing when disbursing loan
proceeds as required by federal regulations.

Responsible Persons:

Northland Community College , Donria Quiaim, Finaneial Aid Director
Rainy River Community College Scott Riley, Financial Aid Director
Effective Date: ]une.-SO', 2008

The Office of the Chancellor will work with institutions and system IT staff to develop a
process to ensure that proper notifications are completed when loan proceeds are disbursed.

Responsible Person: K
' Chris Halling, System Director for
Student Financial Aid

Effective Date: June 30, 2008

Audit Finding KDV 07-9

The Colleges and Universities agree with the auditor’s recommendations. Board Procedure
7.3.16 Guideline for Finance Exception Reporting has been significantly upgraded for financial
aid reconciliation requirements.as of January 7, 2008. The prior language simply called for
quarterly reconciliations. The new requirements provide the colleges and universitics with
more specific procedural language as follows:

Colleges and universities will reconcile quarterly the G5 (formerly GAPS) system award letter,
EDGAPS, ISRS reporting, and FAO0I2CP. The September 30 reconciliation will also include the
FISAP. The reconciliations must be completed within 30 days after the end of each quarter and
submitted to campus assistance. Campus assistance will review and determine if reconciliations are
correéct.

Responsible Person: .. ' " Tim Stoddard, Associate Vice—ChancelIor,

Finaneial Reporting
Effective Date: January 7, 2008




Audit Finding KDV 07-10

The Colleges agree with the auditor’s recommendations and will develop complete written
policies for verification procedures.

Responsible Person(s): ,
Minnesota State College — Southeast Technical = Anne Dahlen, Financial Aid Director

Rainy River Commumity College Scott Riley, Financial Aid Director
Anoka Technical College Susan Rumpca, Financial Aid Director

Effective Date: June 30, 2008

Audit Finding KDV 07-11

The Cb‘illege agrees with the auditor’s recommendations and has updateéd their policies posted
on the institutional web site, and has updated the written policy distributed in the college’s
publications. :

Responsible Person: , Susan Prater, Financial Aid Director

Effective Date: June 30, 2008

Section V Finding KDV 05-9

The Office of the Chancellor is complying with the auditor’s recommendation by limiting
access to the financial aid system to those individuals whose job responsibilities require such
access.

Responsible Person: - Chris Halling, System Director for
‘ Student Financial Aid
Effective Date: April 30, 2008




