800.242.0977
djainfo@gotodja.com
3000 W Kellogg Drive
Wichita, KS 67213

DECEMBER 2019 NEWSLETTER
IMPORTANT DATES:
December 3-6
FSA Conference
Reno, NV
December 4
DJA Webinar - 1098-T Reporting
11:00 a.m. CST
December 12th
DJA Webinar- Cybersecurity
Compliance: Institutional
Preparedness for Audit
Requirements
December 13
FISAP Corrections Deadline
December 13
Active Confirmation of TG
Numbers Deadline
December 25-27
Christmas- DJA Closed
January 1
New Year-DJA Closed
January 8
DJA Webinar -Cohort Default
Rates
11:00 a.m. CST
IN THIS ISSUE:
 Trump TPD Discharge
Delayed
 Government Shutdown
Averted
 Cybersecurity Compliance:
Audit Guide Update
 Informed Borrowing
Confirmation
 Borrower Defense Notice
 Conditional Acceptance
 Revised: Standard Term
Length
 Make-Up Hours & Overtime
Charges
 Title IV Reconciliation
 Compliance Corner: FAQ on
the Audit Guide
 DJA Calendar

This newsletter is packed full of information this month! With changes to the
Audit Guide, revisions to the standard term length and also a modification to the
existing MPN Process, there is a lot of new material to review and we have
covered it all to ensure your compliance. Additionally, you will find reminders on
completing the reconciliation process, how to handle make up hours and overtime
charges and how to offer conditional acceptance at your institution. Lastly, we
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and more to assist you in obtaining a clean audit.

Season’s Greetings!

prosperous New Year.

It is hard to believe December has already arrived and the holiday season is
quickly approaching. December is packed full of events and deadlines. We start
the month
with the Annual
FSAMerry
Conference and
end itHave
celebratingFun!
the holidays!
Celebrate,
Be
and
DJA extends to each of you our warmest greetings and best wishes for a Happy
Holiday and prosperous New Year! A reminder that DJA will be closed December
25-27th, as well as January 1st in observance of the holiday. We hope you all take
President
time to celebrateDeborah
and be merry asJohn,
well.

Thank you and until next time, have fun!
Deborah John, President

IN THE NEWS: TRUMP PLEDGE TO FORGIVE DISABLED
VETERANS’ STUDENT LOANS DELAYED
As mentioned in our September newsletter, on August 21, 2019, President
Donald J. Trump signed a Presidential Memorandum establishing a process
called Total and Permanent Disability (TPD) Discharge. The Trump
administration touted that through TPD veterans would have their student loan
debt discharged unless they decided to opt-out of the process. However, after
only discharging 3,300 veteran’s student loans, the TPD Discharge halted in
late October, after Trump administration lawyers discovered that the
Department of Education could not continue to discharge the veteran loans
until regulations governing the program were rewritten.
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New proposed regulations were recently signed on November 21st according to an Office of Management and
Budget spokesperson. This now clears the Department of Education to publish the new regulations and
hopefully restart the automatic loan discharge process by the end of the November month.
https://www.politico.com/news/2019/11/21/trump-disabled-veterans-student-loans-072750

IN THE NEWS: GOVERNMENT SHUTDDOWN AVERTED
In an attempt to avoid the crisis that was last year’s government shutdown (began in late December and carried
into January), the Senate passed a temporary government spending bill that would keep federal agencies
running until December 20th. Passed late November 20th, this provisional measure will give negotatioters four
more weeks to come to an agreement on federal government funding. The biggest issue at hand is the 8.6 billion
President Trump has demanded for his U.S./ Mexico Border wall. Appropriation talks could also be negatively
affected by the nxoius enviornment created by the impeachment process currently ensuing.
https://www.newser.com/story/283383/congress-buys-more-time-to-avoid-shutdown.html

FSA CYBERSECURITY COMPLIANCE- UPDATE TO THE 2016 AUDIT GUIDE
On November 13, 2019, Federal Student Aid issued an Electronic Announcement sharing a Dear CPA Letter
CPA-19-01 issued by the United States Department of Education Office of Inspector General on October 30,
2019. The Dear CPA Letter announces an amendment to the 2016 Audit Guide. The amendment requires
auditors to determine whether Institutions of Higher Education have complied with the Federal Trade
Commission’s regulations for implementing the Gramm-Leach-Bliley Act in regards to ensuring the privacy
and confidentiality of consumer information.
The Gramm-Leach-Bliley Act (Public Law 106-102) requires financial institutions to explain their informationsharing practices to their customers and to safeguard sensitive data (16 C.F.R. Part 314). The Federal Trade
Commission considers most institutions that participate in the Department of Education's student financial
assistance programs as "financial institutions" and subject to the Gramm-Leach-Bliley Act (16 C.F.R. §
313.3(k)(2)(vi)). Under an institution's Program Participation Agreement with the Department of Education and
the Gramm-Leach-Bliley Act, institutions must protect student information, with particular attention to
information provided to institutions by the Department of Education or otherwise obtained in support of the
administration of the Department of Education's student financial assistance programs (16 C.F.R. § 314.3; HEA
483(a)(3)(E) and HEA 485B(d)(2)). The Department of Education provides additional information about
cybersecurity requirements at https:ljifap.ed.gov/eannouncements/Cyber.html.
The procedures outlined in the letter are required for all proprietary institutions audits and third party servicer
compliance attestation engagements of fiscal year ending on December 31, 2019, that are conducting using the
September 2016 Audit Guide.
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The objective of this new addition is to determine the following:
1) The institution designated an individual to coordinate the information security program.
2) The institution performed a risk assessment that addresses
a. Employee training and management
b. Information Systems, including network and software design, as well as information
processing, storage, transmission and disposal
c. Detecting, preventing and responding to attacks, intrusions, or other system failures
3) Verify that the institution has documented a safeguard for each risk identified from step b above.
Applicability for Third-Party Servicers
Additionally, the Dear CPA Letter instructs institutions they must take reasonable steps to select and retain
service providers that are capable of maintaining appropriate safeguards for customer information and require
service providers by contract to implement and maintain such safeguards. Therefore, the Department of
Education has determined that third-party servicers must also comply with the Federal Trade Commission's
regulations for implementing the Gramm-Leach-Bliley Act. With the inclusion of the above procedures in
Chapter 3, Section C.8.12, auditors of third-party servicers will be required to address these procedures as part
of Chapter 4, Section C.10.b, which requires the servicer's auditor to perform procedures required by Chapter 3,
Section C.8, as applicable. If you are a DJA Client, we have already implemented an Information Security
Program and a bi-annual internal education series on implementing the program. Additionally, we offer
Cybersecurity Compliance training at our annual DJA Training, as well as special webinar presentations
on the topic. Additionally, in light of this new amendment to the Audit Guide, we are hosting a special
webinar presentation on December 12th for DJA clients over the topic. Cybersecurity Compliance:
Institutional Preparedness for Audit Requirements will expand on previously presented material on
cybersecurity risks and requirements, as well as provide in depth instruction on the standards the
Department of Education is wanting in your institution’s cybersecurity policy. If you are not a DJA client
you may attend the webinar for a fee. Interested parties need to contact rford@gotodja.com.
To view the announcement, visit https://ifap.ed.gov/eannouncements/111319DearCPALetterCPA1901.html.
For the Dear CPA Letter, visit https://www2.ed.gov/about/offices/list/oig/nonfed/cpa1901.pdf

INFORMED BORROWING CONFIRMATION: MODIFICATION OF APPROVED MPN
CONFIRMATION PROCESS
In a recent Electronic Announcement released November 21, 2019, FSA informed schools of a change to the
approved Master Promissory Note (MPN) confirmation processes. Under the Higher Education Act of 1965, as
amended, students and parents may receive multiple Direct Loans under a single MPN through a confirmation
process that is approved by the Department of Education (USDE). Since the introduction of the MPN, schools
have been permitted to have either an active or passive MPN confirmation process for Direct Subsidized Loans
and Direct Unsubsidized Loans and schools have been required to have an active confirmation process for
Direct PLUS Loans. An active confirmation process requires a student or parent to take action to accept a loan
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made under an MPN before the school can disburse any loan funds. A passive confirmation process permits a
school to disburse a loan after notifying the borrower that the loan will be made, unless the borrower requests
otherwise by a deadline specified by the school. All MPN confirmation processes will now require student
and parent borrowers to view how much they currently owe in federal student loans, and to acknowledge
that they have seen this amount before a school can make a first disbursement of the first Direct Loan
that a student or parent borrower receives for each new award year.
The new component of the approved MPN confirmation processes, called the “Informed Borrowing
Confirmation” process, will be implemented on our StudentAid.gov website. Because the new process will be
managed by Federal Student Aid, it does not require schools to change their MPN confirmation processes.
However, as discussed below, there are operational impacts to schools as a result of this change. The USDE’s
Informed Borrowing Confirmation process must be completed once each award year for the first loan a
borrower receives for that award year, starting with loans associated with the 2020–21 Award Year.
This is the first in a series of announcements that FSA will publish providing operational information about the
changes to Direct Loan processing to incorporate the new Informed Borrowing Confirmation process. In this
first announcement, FSA explained early operational impacts to schools and provide preliminary information
about the changes planned for the Common Origination and Disbursement (COD) System implementation in
April 2020.
School-Based Operational Impacts
Schools will need to consider the new process as they approach the April 2020 implementation date. Some early
operational changes a school may need to consider include:
 Modifications to School Websites and Paper Materials – Schools that provide general information
about Direct Loan requirements on school websites or in paper materials may need to update this
information to reflect the new process. The new Informed Borrowing Confirmation process applies to all
Direct Loan borrowers, regardless of any other confirmation requirement that may have already been
completed, and it must be completed before a borrower can receive his or her first Direct Loan for an
award year.
 Modifications to Internal Processes and Procedures – Schools will need to update internal processes
and procedures to ensure that the new Informed Borrowing Confirmation process has been completed
before the school makes a first actual Direct Loan disbursement (Disbursement Release Indicator
(DRI) = True) of the first loan that a borrower receives for an award year. However, origination records
and anticipated disbursement information can be submitted before the confirmation process has been
completed. In addition, schools should begin to prepare updates to their systems and software to receive
the new Informed Borrowing Confirmation information, as described below under “COD System
Operational Impacts.”
Note: The Informed Borrowing Confirmation process is an addition to the existing MPN confirmation
processes that we have approved and does not fulfill the entrance counseling requirement for first-time student
Direct Loan borrowers or the PLUS credit counseling that is required for certain Direct PLUS Loan borrowers.
COD System Operational Impacts
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FSA is still analyzing system requirements and business rules. More information about the April 2020 COD
System changes related to the Informed Borrowing Confirmation process will be provided at the 2019 Federal
Student Aid Training Conference this month and in forthcoming electronic announcements; however, some key
points about the expected changes are provided below:


Schools will receive three new tags (<InformedBorrowingComplete>,
<InformedBorrowingCompletionDate>, and <InformedBorrowingID>) to indicate whether a borrower
has completed the Informed Borrowing Confirmation process and can receive loan funds. These tags
will be provided to schools in a number of ways:
 Returned in the Direct Loan response block in Common Record responses
 Returned in a new system-generated Informed Borrowing Confirmation response (CRxx, full
message class still being determined)
 Displayed on the COD Web Site (at the person level)
 Added to the Direct Loan Rebuild file

Note: Schools must implement COD Common Record Schema version 4.0d to receive the tags and responses
associated with the Informed Borrowing Confirmation process. Schools can refer to an October 30, 2019
posting for more information about the new schema version.


Schools will receive a new COD Reject Edit 225 on submitted Direct Loan disbursements if the
Informed Borrowing Confirmation process has not yet completed by the borrower.

Additional information about COD System changes related to the Informed Borrowing Confirmation process
will be available in the 2020–21 COD Technical Reference posted on the IFAP website (planned for late
November 2019). Also look for a USDE webinar presentation in early 2020 to discuss the new Informed
Borrowing Confirmation process. A training announcement will be posted at a later date providing details about
that webinar.
https://ifap.ed.gov/eannouncements/112119InformBorrowConfirmModAppMPNConfirmProc.html

IMPLEMENTATION OF SCHOOL NOTICE REQUIREMENTS UNDER THE 2016 BORROWER
DEFENSE REGULATIONS
In an Electronic Announcement dated November 25th, FSA sent out a notice reminding schools of the notice
requirements of the 2016 Borrower Defense Regulations. The Department published final regulations (the 2016
final regulations) governing the standard and process for evaluating borrower defense to repayment discharge
claims. Those regulations, among other things, established processes for the consideration of borrower defense
discharge applications. They specifically outline that the Department will notify the school associated with the
borrower defense application of the claim filing, and give the school the opportunity to submit records or a
response to the allegations contained within the application. These regulations govern borrower defense
applications associated with loans that are first disbursed before July 1, 2020.
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The purpose of the announcement is to alert schools that they will soon begin to receive notices required under
the 2016 final regulations. In particular, after a borrower defense discharge application is received, the
Department will send the school associated with the borrower’s allegations a letter and a copy of the borrower’s
application and invite the school to respond and provide information relevant to the borrower’s allegations
within 30 days. The letters will be sent to the school’s active Postsecondary Education Participation System
(PEPS) contacts (which typically include the Chief Executive Officer, Chief Financial Officer, and Financial
Aid Administrator), and will provide instructions about how to respond.
Future Changes to the School Notice Requirements under the 2019 Borrower Defense Regulations
On September 23, 2019, the Department published new final regulations to revise the standard and process for
borrower defense applications. Those regulations, which apply to loans first disbursed on or after July 1, 2020,
in part modify the 2016 final regulations concerning school notice and submission of evidence processes. Look
for future FSA announcements to provide more information on the implementation of these regulations before
they become effective.

CONDITIONAL ACCEPTANCE AND TRIAL PERIODS OF ENROLLMENT
Schools may offer trial periods of enrollment to allow a student to “try out” a program, without incurring
charges or receiving Title IV aid. A trial period can play a valuable role by allowing a student to attend classes
for a brief period before making a financial commitment to regular enrollment in the program.
Some schools admit students provisionally, for example, until they provide further documentation, such as
academic transcripts or test scores, or demonstrate an ability to succeed in the program by receiving acceptable
grades in program coursework, the student is only provisionally accepted. Typically, the school will limit these
students’ enrollment in terms of number of courses or enrollment status until they meet the necessary
conditions.
If the student continues beyond the trial period and enrolls as a regular student, the school can pay him FSA
grants for the entire payment period and loans for the period of enrollment. Students admitted as conditional
are regular students only if the school officially accepts them into the eligible degree or certificate program.
USDE does not define official acceptance or admission. If the student is merely allowed to take some courses
before being officially admitted to the program, she is not considered a regular student and is not eligible until
she is officially admitted.
The term “trial or conditional period” is used to describe the beginning of the student’s attendance in an eligible
program, in a situation where the institution has not admitted the student as a regular student. The trial period
provides an opportunity for a student to take classes on a trial basis before deciding to continue attending the
program as a regular student, at which time the student would be responsible for program charges and would, if
otherwise eligible, become eligible for Title IV program funds.

While the details of each program may vary, the trial period of attendance is a part of an eligible program and
academic credit earned by the student will count toward the student’s completion of that program if the student
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becomes a regular student after the trial period. Because this trial period is part of the eligible program, if the
institution admits the student as a regular student after the trial period, total charges for the program would
include the trial period, and, if otherwise eligible, the student could receive Title IV aid for the trial period.
For example, if an institution has an educational program that is 18 weeks in length and includes a four-week
trial period:
 Student A completed the four-week trial period at which time the institution admits the student as a
regular student. Student A would now be assessed institutional charges and become eligible for Title IV
funds for the program, including the trial period.
 Student B completes two weeks of the trail period and decides not to continue enrollment. Student B is
not assessed institutional charges and would not be eligible for any Title IV funds for enrollment during
the trial period.
 Student C completed the four-week trial period at which time the institution admits the student as a
regular student. Student C would now be assessed institutional charges and become eligible for Title IV
funds for the program, including the trial period. However, after three more weeks as a regular student,
Student C decides to withdraw from the program. The institution must perform a Return of Title IV Aid
calculation to determine the amount of aid that the student earned as of the student’s withdrawal date at
the end of the seventh week as provided in the regulation at 34 CFR 668.22.

Policies and Procedures include Standards for Participation
Policies and procedures for a trial period of enrollment must specifically include information on which students
are required to participate in the trial period and which students may participate at the student’s option.
Students participating in a trial period must also be provided with clear information about the trial period,
including that they are not eligible for Title IV aid unless and until the institution admits the student as a regular
student after the trial period. After or just prior to the end of the trial period, students need to confirm their
intention to continue the program. Once determined to be a regular student, otherwise eligible students become
eligible for Title IV funds back to the beginning of the payment or loan period, as applicable, including the trial
period. The institution must ensure that students have the necessary books and other materials to succeed
during the trial period.
Your school must also provide information describing the procedure for withdrawing after the trial period if the
student decides not to continue enrollment. This information should make clear that students will not be
eligible for Title IV funds during the trial period if they do not continue enrollment. Students who do not attend
beyond the end of a trial period should only be charged a nominal fee (such as an application fee), if any, to
participate.
For additional information visit the following links:
https://ifap.ed.gov/dpcletters/GEN1112.html
https://ifap.ed.gov/fsahandbook/1920FSAHbkVol1.html (pages 1-5)
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REVISED POLICY FOR STANDARD TERM LENGTH
On November 5, 2019, the Department of Education published an Electronic Announcement outlining the
revision of the “standard term” policy under Title IV of the Higher Education Act of 1965, as amended (Title IV
aid). While “standard terms” are not defined in statute or regulation, the requirements that must be met for a
term to be considered standard term have been established in Department of Education policy. Institutions that
are able to utilize the standard term calendars are subject to the simplest requirements for disbursement of
student financial assistance under the HEA. However, Academic terms that do not meet the Department’s
standard term requirements are considered nonstandard terms and institutions utilizing the nonstandard term
calendars generally must comply with more complex rules for disbursing Title IV aid.
Many institutions have appealed to the Department to expand its policy on standard term to better accommodate
the growing needs of students and the specialized coursework of certain types of educational programs. As a
result of this feedback, the Department has announced the following modifications to the existing policy on
“standard term”:




Semesters and trimesters may now be between 14 and 21 weeks of instruction
Quarters may now be between 9 and 13 weeks of instruction; and
Standard terms are no longer required to be substantially equal.

This modification provides the bridge between ensuring the integrity of the Title IV programs and offering
flexibility from needlessly rigid traditional requirements for term length. It is the Department’s hope that this
policy update will allow institutions the opportunities to provide innovative academic programs that may better
suit the workforce needs.
https://ifap.ed.gov/eannouncements/110519RevisionGuidelinesApplicableStandardTerms.html.

MAKE UP HOURS AND OVERTIME CHARGE POLICIES
There is nothing to preclude your school from charging a fee for the completion of missed hours. However, to
participate in the Title IV programs, an institution must at all times act with the competency and integrity
necessary to qualify as a fiduciary. As a fiduciary an institution is subject to the highest standard of care. A
school’s policies surrounding overtime charges must be in line with this standard.
Your school should have a policy, in writing, which clearly explains all charges for each program, including
charges for making up time. Your school’s enrollment agreement sets the cost of tuition, fees, books, and kits.
The agreement may also inform the students that additional overtime charges will be imposed if the student
does not complete his/her program of study by a specified date. The agreement may provide a grace period
after which a student would be charged for each additional hour he/she attended after the specified date and
grace period elapsed. Charges for make-up hours should not be excessive!
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Offer opportunities for students to make up time early and often. Do not set a policy that provides students a
tight time frame for completing hours owed before the student begins incurring overtime charges. If you wait
until late in the program, the students will not have sufficient time to make up the missing hours prior to
reaching the expected completion date. Explain what your policy is regarding holding transcripts or diplomas if
charges are not paid in full at graduation.
On an ongoing basis, provide the student with a full accounting breakdown of the overtime charges by hour.
Always emphasize that Title IV funds may not be used to pay charges even if a school obtains a student’s (or
parent’s) authorization to do so, and have the student sign off on the documentation to back your records.
Whatever you decide for your policy, run it by your accrediting and state agencies, and keep in mind that you
must follow it!
NOTE: This restriction on paying overtime charges applies to both clock-hour and non-term credit-hour
programs. For example, some clock-hour programs assess “overtime charges” for students who don’t complete
the program within an established timeframe. Some credit-hour programs also charge additional tuition or fees
for each course a student takes if the student fails to complete his/her program(s) within an established
timeframe. In both cases, such charges may not be counted in the Title IV COA, and Title IV funds may not be
used to pay for the additional charges.

REMINDER: TITLE IV AID DISBURSEMENT REPORTING, EXCESS CASH, AND
RECONCILIATION REQUIREMENTS

In a recent electronic announcement posted dated November 19, 2019, the USDE reminded schools of the
general disbursement reporting, excess cash, and reconciliation requirements for all Title IV programs. Because
these requirements apply to disbursement and financial data, both the Financial Aid Office and Business Office
should review the information provided below and in this announcement at
Disbursement Reporting Requirements
The disbursement and disbursement adjustment reporting requirements for all Title IV aid are announced in an
annual Federal Register Notice. The most recent Federal Register Notice, published on November 1, 2019,
specifies that a school must submit disbursement records no later than 15 days after making the disbursement or
becoming aware of the need to adjust a student's previously reported disbursement.

December 2019

10

Excess Cash Requirements
The Department of Education (the Department) considers excess cash to be any amount of Title IV funds (other
than Federal Perkins Loan Program funds) that a school does not disburse to students or parents by the end of
the third business day after the date the school (1) received the funds from the Department, or (2) deposited or
transferred to its federal account previously disbursed Title IV funds received from the Department. In limited
circumstances, cash may be held for up to 7 calendar days. A school must meet the excess cash tolerance (not to
exceed one percent of the funds drawn down by the school in the prior award year) and must be able to disburse
the aid to students within the 7-day period. In no circumstance should cash balances remain beyond the 7 days.
See 34 CFR 668.162 for the federal regulations that govern requesting funds for the Title IV programs and 34
CFR 668.166 for the excess cash regulations.
Reconciliation
Reconciliation is the process by which a school reviews and compares Title IV aid (grants, loans, and campusbased aid) recorded on the USDE’s systems with the information in the school’s internal records. Schools
should reconcile both internally (between Business Office and Financial Aid Office data) and externally
(between school data and the COD System/G5). Through reconciliation, disbursement and cash discrepancies
are identified and resolved in a timely manner to ensure the school meets all regulatory requirements. Schools
must document their reconciliation efforts and retain this documentation for auditing purposes.
At a minimum, your school should reconcile its FSA financial records monthly. However, the more
frequently your school performs reconciliation, the more likely you will be able to identify issues and resolve
them before they become part of a systemic problem. Frequent reconciliation is an important internal control
procedure that can make a significant contribution to increasing the overall program integrity of the FSA
programs at your school. In addition, schools that have systems in place to compare and identify discrepancies
between their internal records and data from USDE reports will find that the required monthly reconciliation is
much easier and makes closing out a year less time consuming.
Internal reconciliation
Discrepancies that occur between the financial aid and business offices are usually caused by a lapse in
communication. Note that these discrepancies often do not show up in a comparison of the financial aid office’s
records to COD, or in the comparison of drawdowns/returns between the business office and G5 payment
system.
Before you compare your school’s records to the USDE’s records, you should ensure the financial aid office
and the business office agree on the amount of funds that should have been drawn down from G5 to cover the
funds disbursed to students. The first step in the reconciliation process should be to confirm that business office
records of actual disbursements posted to student accounts are consistent with financial aid office records of
student award and scheduled disbursement amounts.
Internal reconciliation should also include steps to reconcile cash transactions such as drawdowns and refunds
of cash. Your school should ensure that bank statements correctly reflect all funds drawn or returned and
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confirm that any returns of Title IV aid calculated by the financial aid office are reflected correctly in the
business office student account records. Ensure that any funds not necessary for immediate use have been
returned to the USDE.
In addition, you should also compare business office and financial aid office records of adjustments (refunds of
cash) made during the month. Often, returns of cash due to withdrawals performed by the financial aid office
aren’t applied by the business office. Just as often, adjustments made by the business office aren’t noted in the
financial aid office. Either of these omissions can cause an internal discrepancy that will affect a school’s
Ending Cash Balance and should be resolved before a school begins its external reconciliation process.
External reconciliation
During internal reconciliation, the school will have resolved any differences between records in the financial aid
office and those in the business office. In external reconciliation, a school will reconcile its records to the
USDE’s records.
Final Reconciliation
If a school is meeting all disbursement/adjustment reporting, excess cash, and reconciliation requirements, a
final reconciliation should begin no later than the last award or payment period end date at the school for a
given program and year. A school should be able to reconcile to a zero ending cash balance soon after its final
disbursements and should not carry an ending cash balance (positive or negative) for an extended period.
Note: Schools must reconcile to both zero Ending Cash Balance and zero Total Net Unbooked for DL and
TEACH Grant; and to zero Cash > Net Accepted & Posted Disbursements for Pell Grant.
When schools have completed their final reconciliation, they can officially confirm closeout via the School
Balance Confirmation page on the COD Web Site for the Direct Loan, Pell Grant, and TEACH Grant programs.
Balance confirmation will allow schools to receive a Program Year Closeout Letter to document completion of
final reconciliation. It also provides tighter controls over available funding and data submission so that the
school can then focus on processing and reconciliation in more current award years. Note: The balance
confirmation process is available for all award years for Direct Loans; it is available for Pell Grant and TEACH
Grant for the 2016–17 Award Year and forward.
Recommended general reconciliation practices
A key factor in facilitating reconciliation is staying on top of the process. USDE encourages schools to:
 define responsibilities of key individuals and offices;
 document your reconciliation procedures;
 build in regular communication between your business office, financial aid office, and school’s technical
staff;
 compare internal student accounts and business office/bursar records with financial aid office records
and resolve any discrepancies;
 balance all subsidiary accounts to the general ledger;
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ensure that all drawdowns and refunds of cash are accounted for and applied to the correct program
year;
ensure that all batches have been sent to and accepted by the COD system, all disbursements and
adjustments are accurately reflected on the COD system, and all responses are imported into the school’s
system;
ensure that all un-booked loans are booked or inactivated (reduced to $0) for Direct Loans;
resolve all outstanding rejected records;
return all refunds of cash via G5; and
request any remaining funds owed to the school based on actual disbursements accepted by the COD
System

Reconciliation and Third-Party Servicers
If your school uses a third-party servicer, your school is ultimately responsible to ensure that all regulatory
requirements are being met and that your school is reconciling on a regular basis. You should request and retain
documentation of your reconciliation efforts. Also, a part of your reconciliation should include ensuring that
your schools internal records match what is at the servicer as well as what is in the COD System.
DJA not only reconciles Direct Loan accounts for our clients on a monthly basis, we also reconcile Pell each
month to ensure they are balanced. The final reconciliation for both programs is done by our team as well.
Although DJA reconciles the DL SAS, Pell Grant YTD, FSEOG and FWS reports to our accounting records
monthly, institutions must do an internal reconciliation to these reports as well. Please reconcile that all
disbursements have been credited to the student’s accounts and any credit balance was returned within the
required 14 day time frame.
Keep in mind that if your school is under the Heightened Cash Monitoring payment method, a school must
credit a student’s ledger account for the amount of Title IV funds the student or parent is eligible to receive,
and pay the amount of any credit balance due under 668.164(h) before the school submits a request for
funds.
Additional information on reconciliation can be found on the IFAP website in the following publications:




Electronic Announcements (published annually by program)
Federal Student Aid Handbook
Federal Student Aid Training Conference Presentations
https://ifap.ed.gov/eannouncements/111919Title4AidDisbRptingECRRequirements.html
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COMPLIANCE CORNER
FREQUENTLY ASKED QUESTIONS
AUDIT GUIDE

The Department of Education recently released an amendment (as discussed above) to the 2016 Audit Guide,
Guide for Audits of Proprietary Schools and for Compliance Attestation Engagements of Third-Party Servicers
Administering Title IV Programs. The amendment pertains to requiring auditors to determine whether
institutions are in compliance on the protection of customer information outlined in the Gramm Leach Bliley
Act.
However, the audit guide is rich with information regarding compliance standards and expectations the
Department requires auditors to determine. The Office of Inspector General (OIG) Non-Federal Website
provides a recently updated (July 2019) in-depth article regarding frequently asked question and answers
pertaining to the Audit Guide. As you prepare for your 2020 audit (or your 2019 if it has yet to occur), DJA
encourages you to reference these commonly asked questions for insight into ensuring how your institution can
maintain compliance. For your convenience, we have included the top 10 FAQ’s listed in the aforementioned
article in this edition of the DJA newsletter and linked the website at the bottom to review the complete 25
questions.

Note: New FAQS as of July 2019 are indicated by an *.
Q1: 90/10 Revenue Percentage – Procedures at OPEID Level. At what level should the auditor perform the
90/10 Revenue Percentage procedures in Chapter 2, Section E.1 when consolidated financial statements are
submitted for a school group? Can the procedures be performed in aggregate, or must they be performed for
each OPEID?
A1: The 90/10 eligibility compliance issue requires reporting at the eligible school level (an institution having a
unique six-digit OPEID with a two-digit extension of “00”), regardless of whether the school is a single
institution or is a member of a school group (a group having common or similar ownership). Therefore, the
school should provide the 90/10 Revenue Calculations at the OPEID level. Consequently, the auditor must
perform the required 90/10 testing procedures at the eligible school level, and not in aggregate.
For example, three schools are part of a school group (OPEIDs 12345600, 23456700, 34567800). In the school
group’s consolidated financial statements, all three schools – must have their own 90/10 Revenue Calculations.
The auditor would perform the required 90/10 testing procedures for all three schools separately.
Q2: 90/10 Revenue Percentage – Level of Review Required For schools with low 90/10 rates, is a student-bystudent calculation necessary if the auditor can verify the 90/10 was easily passed by confirming totals for
Student Non-Title IV Revenue and Revenue from Other Sources?
A2: Yes, the auditor is required to review the calculation, including the revenue amounts presented on a student
by student basis, regardless of whether the school has a low or high 90/10 rate.

December 2019

14

Q3: 90/10 Revenue Percentage – Reporting Errors Are auditors required to report all errors found with the
90/10 calculation, even minor errors?
A3: The auditor is required to report all errors that result in a misstatement of the school’s calculation,
regardless of materiality, as described in Chapter 2, Procedure E.2.g. Audit Guide FAQs Revised July 31, 2019
Q4: 90/10 Revenue Percentage – Correcting Misstated 90/10 Revenue Calculations Chapter 2, Section E.2 of
the Audit Guide states that the calculation presented in the notes to the financial statements must be made by the
school, not the audit firm or sole practitioner performing the audit. It also says that any misstatements should be
disclosed as a finding. If the auditor determines that the school’s calculation is misstated, and reports a finding
as required, should the financial statements still reflect the school’s original calculation or should the corrected
calculation be presented in the financial statement?
A4: If the auditor detects misstatements in the school’s 90/10 calculation, the auditor should report a finding as
required by Chapter 2, Section E.2. If the school agrees with the auditor’s finding and accepts the auditor’s
determination of the corrected calculation, then the school should correct the misstated 90/10 calculation and
the corrected calculation should be presented in the notes to the financial statements. Relevant guidance for the
evaluation of misstatements identified during the audit is provided in AU-C § 450.
Q5: Audit Risk and Internal Controls – Framework for Documentation Does OIG have a framework or
guidelines for the documentation of audit risk and internal control over compliance?
A5: OIG does not have a framework or guidelines for documenting audit risk and internal control over
compliance. Please use professional judgement and follow applicable auditing standards. Practice aids can be
found on the AICPA website and through AICPA’s Government Audit Quality Center (GAQC). OIG does not
require you to use AICPA’s practice aids or to join the GAQC. This information is being provided simply as an
example of where additional resources can be found.
Q6: Internal Controls – Reliance on Servicer Report: The Guide requires an auditor to assess and document
the institution’s internal controls at each organizational component within a school that administers Title IV
programs. Should an Institution utilize a third-party servicer to administer some part of their Title IV aid, would
it be acceptable for an auditor to rely on a servicer report on internal controls, or is an auditor required to
perform these evaluations personally?
A6: It is not acceptable to rely solely on the third-party servicer’s report on its internal controls. As stated in
Chapter 3, section B.10, when obtaining an understanding of the school, you should obtain an understanding of
how the school uses the services of a third-party servicer in the school’s operations. This would include
reviewing the contract(s) and servicer audit(s) and interviewing the servicers to obtain a clear understanding of
the services provided. Although obtaining an understanding of the school may not require you to assess the
actual internal controls of the servicer for a certain requirement, you should have an understanding of, and you
should document, the responsibilities of both the school and servicer for each requirement. (If you are a DJA
Client- this is outlined in the contract you signed with DJA)
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Q7: Servicer Information Sheet -Whose responsibility is it to complete the Servicer Information Sheet that is
to be included in the school’s compliance audit report? Does the Servicer Information Sheet have to be filled
out specifically for the school?
A7: Chapter 3, Section B.10 states “When a school uses a servicer to perform the student financial assistance
responsibilities, you should complete a Servicer Information Sheet (Chapter 3, Section D.8-8.) and include it as
part of the compliance audit report.” Chapter 3 covers the school’s compliance audit, so when the Audit Guide
says “you should complete” it’s referring to the school’s auditor. Therefore, the school’s auditor should
complete the Servicer Information Sheet. The Servicer Information Sheet included in the school’s compliance
audit report should be school-specific. Section B.10 also says that the school’s auditor should (1) obtain a copy
of the contract between the school and the servicer, (2) obtain the servicer’s most recent compliance attestation
engagement report and any other reports regarding servicer compliance, and (3) interview the school’s servicers
to obtain a clear understanding of what services and functions are performed on behalf of the school. Using this
information, the school’s auditor should have no problem completing a Servicer Information Sheet that is
school-specific.
Q8: Interim Testing -Is the auditor allowed to conduct some audit procedures at an interim date rather than at
the period-end?
A8: It is acceptable for an auditor to conduct audit procedures at an interim date, but the auditor should follow
relevant guidance in AU-C 330, which discusses several areas of consideration when using audit evidence
obtained during an interim period. When doing interim testing on a sample, the auditor should assess the student
universe at the end of the audit period to ensure that all students had an opportunity to be selected in the sample
and all disbursements of selected students are tested.
Q9: Observation of NSLDS Access -Chapter 3, Section B.6 states that for some testing, the school’s financial
aid administrator will need to access NSLDS under the auditor’s observation. Does the auditor need to observe
the auditee the entire time they are pulling NSLDS data?
A9: No, the auditor does not need to observe the auditee accessing and printing NSLDS records for the entire
sample. Auditors should observe the process until they are comfortable that the auditee is pulling complete and
accurate information for the sample, and then ensure that the auditee is providing the remaining printed records.
Q10: Site Visits – Method of Visits Technology and other tools are now available to confirm existence of a
physical location. Are auditors allowed to perform virtual site visits to meet the site visit requirements of the
Guide?
A10: As stated in Chapter 3, section B.9, the objective of the site visit is to verify the existence of the
instructional location and whether those locations would support the instruction to be provided. The OIG NonFederal Audit Team, in consultation with the office of Federal Student Aid, has determined that in-person,
physical site visits are required to meet this objective. During a physical site visit, the auditor should ensure that
the location is open and operational, located at the address reported to ED, and that students are present. The
auditor should also evaluate whether the location could support at least 50% of an educational program. In the
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event of a first year audit, auditors must visit all locations. In subsequent audit years, auditors may rotate their
visits as long as each site is visited at least once every two years.
Complete FAQS on the 2016 Audit Guide (updated July 2019):
https://www2.ed.gov/about/offices/list/oig/nonfed/auditguidefaqs.pdf
Complete 2016 Audit Guide: https://www2.ed.gov/about/offices/list/oig/nonfed/schoolservicerauditguide.pdf

DJA CALENDAR
2019 DJA WEBINAR SCHEDULE
Upcoming DJA Webinars:
1098-T Reporting – Wednesday, December 4: 11 a.m. CST
NOTE: There may be a difference between DJA local time and your time zone. To determine your time zone
equivalent, click on this link to view a time zone map: http://www.worldtimezone.com/time-usa12.php
Webinars are free to clients. There is a $45 fee for all others who may be interested in joining us for these
presentations. Invitations are automatically sent to all clients, however if you do not receive an invitation, email
Andrew Packard at apackard@gotodja.com. After registering, you will receive the log-in information.
Questions can be directed to Andrew by email or by calling toll free at 1-800-242-0977.
Cybersecurity Compliance: Institutional Preparedness for Audit Requirements- Thursday, December 12: 10
a.m. CST
In light of this new amendment to the Audit Guide, we will be hosting a special webinar presentation for DJA
clients over the topic. Cybersecurity Compliance: Institutional Preparedness for Audit Requirements will
expand on previously presented material on cybersecurity risks and requirements, as well as provide in depth
instruction on the standards the Department of Education is wanting in your institution’s cybersecurity policy.
Webinars are free to clients. There is a $45 fee for all others who may be interested in joining us for these
presentations. Invitations are automatically sent to all clients, however if you do not receive an invitation, email
Andrew Packard at apackard@gotodja.com. After registering, you will receive the log-in information.
Questions can be directed to Andrew by email or by calling toll free at 1-800-242-0977.

JAN 8
FEB 5
MAR 4
APR 1
MAY 6

Cohort Default Rate
Consumer Information, Record Keeping and Disclosures
Administrative Capabilities
Satisfactory Academic Progress
Return of Title IV Funds (Including LOA)
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JUL 1
AUG 5
SEPT 2
OCT 7
NOV 4
DEC 2
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General Participation Requirements
Campus Crime Report
Entrance and Exit Counseling
Cash Management
Enrollment Reporting Using NSLDS
Program Integrity (Audits, Program Review)
1098-T Reporting

2019 FEDERAL STUDENT AID (FSA) TRAINING CONFERENCE
The FSA Training Conference is an excellent time to learn directly from USDE experts and others specializing
in their fields. With a variety of sessions offered, attendees can learn everything from financial aid basics to
tackling more complex industry standards. Registration and housing for the 2019 FSA Training Conference are
now open at http://fsaconferences.ed.gov/.
The date & location of the FSA Training Conference:
December 3-6, 2019
Reno, Nevada
Reno Sparks Convention Center at Atlantis Hotel
3800 S. Virginia St.
Reno, NV 89502
Program and session information has been posted to the FSA conference website at
https://fsaconferences.ed.gov/2019sessions.html.

Disclaimer: The information presented in this Newsletter is provided as a service and represents our best efforts to assist institutions with federal student aid
regulations. We have collected information we believe to be important in finding and obtaining the resources for administering federal student aid; however, we assume
no liability for the use of this information. The information in this newsletter does not constitute, and should not be construed as, legal advice.

