Audit of LTI’s Procedures for Administering ATB Tests                                                              ED-OIG/A03-B0013


May 10, 2002

ED-OIG/A03-B0013

Mr. James Kuntz

Executive Director

Lincoln Technical Institute

9191 Torresdale Avenue

Philadelphia, PA 19136

Dear Mr. Kuntz:

This Final Audit Report (Control Number ED-OIG/A03-B0013) presents the results of our audit of the ability-to-benefit (ATB) testing process at Lincoln Technical Institute, Inc. (LTI), Philadelphia, PA.

A draft of this report was provided to LTI.  In its response, LTI disagreed with each of the findings and recommendations in the Draft Audit Report.  As a result of reviewing LTI’s comments, we have revised Finding No. 2.  We summarized LTI’s response after each finding and a copy of its response is provided as an attachment to this report.

BACKGROUND
LTI was founded in Newark, NJ, in November 1946 and expanded to include nine campuses and the Cittone Institute schools. The Philadelphia location was established in May 1962.  On June 21, 1999, Back-to-School Acquisitions, L.L.C., purchased 90 percent of the stock of LTI.  The Accrediting Commission of Career Schools and Colleges of Technology accredits LTI.

LTI provides programs in Automotive Technology and Automotive or Diesel Truck Service Management, for which an Associate in Specialized Technology Degree is awarded, and it also provides Diploma Programs in Automotive or Diesel Truck Mechanics.  From July 1, 1997, through June 30, 2000, the Philadelphia location disbursed approximately $240,000 in campus-based funds (Federal Supplemental Educational Opportunity Grants, Federal Work Study Funds, and Federal Perkins Loans), $2.7 million in Federal Pell Grants, and $11.5 million in Federal Family Education Loan (FFEL) and William D. Ford Federal Direct Loan (Direct Loan) program loans.

In order to be admitted as a regular student at LTI, an applicant must be at least 17 years old (beyond the age of compulsory school attendance) and have a high school diploma or its equivalent.  Applicants who do not have a high school diploma or its equivalent may also be admitted as regular students provided they can demonstrate they have the ability to benefit from the education or training offered by successfully passing the Wonderlic Basic Skills Test (WBST).  The WBST is a short-form measure of adult language and math skills, which are generally learned in high school.  The WBST is approved by the U.S. Department of Education (ED) for use in qualifying non-high school graduates to receive Federal financial assistance for postsecondary training under Title IV of the Higher Education Act of 1965, as amended (HEA).

AUDIT RESULTS

The objective of our audit was to determine whether LTI complied with the ATB testing requirements in the HEA, regulations, and the test publisher’s procedures.  Our audit disclosed that LTI compromised the test security of the ability-to-benefit tests administered for its students.  We also identified other weaknesses in the ATB testing process at the school, as noted below.

Finding No. 1: LTI Compromised the Test Security of Ability-To-Benefit Tests

For all of the ATB tests that were conducted during our audit period, July 1, 1997, through November 7, 2000, the independent test administrator (ITA) did not submit completed WBST answer sheets directly to Wonderlic for official scoring as required.  The ITA submitted the completed answer sheets to LTI, which then forwarded the completed answer sheets to Wonderlic.

Section 484(d)(1) of the HEA states—

In order for a student who does not have a certificate of graduation from a school providing secondary education, or the recognized equivalent of such certificate, to be eligible for any [Title IV program] assistance . . . [t]he student shall take an independently administered examination and shall achieve a score, specified by the Secretary, demonstrating that such student can benefit from the education or training being offered.  Such examination shall be approved by the Secretary on the basis of compliance with such standards for development, administration, and scoring as the Secretary may prescribe in regulations.

Federal regulations state—

· “An institution may use the results of an approved test to determine a student’s eligibility to receive Title IV, HEA program funds if the test was independently administered and properly administered.”  34 C.F.R. § 668.151(a)(2).

· “The Secretary considers that a test is not independently administered if an institution . . . [c]ompromises test security or testing procedures . . . .”  34 C.F.R. § 668.151(c)(1).

· “The Secretary considers that a test is properly administered if the test administrator . . . [s]ubmits the completed test to the test publisher within two business days after test administration in accordance with the test publisher’s instructions . . . .”

34 C.F.R. § 668.151(d)(5).

· “An institution shall be liable for the Title IV, HEA program funds disbursed to a student . . . if the institution . . . [c]ompromises the testing process in any way . . . .”

34 C.F.R. § 668.154(b).

The Wonderlic Basic Skills Test User’s Manual for Ability-To-Benefit Testing instructions for official test scoring state—

U.S. Department of Education regulations require that test scores used for ATB determination be provided by the test publisher.  These regulations require that a certified ITA personally submits all ATB answer sheets “within two business days after test administration” to the Wonderlic Testing Services Department for scoring.  All used ATB answer sheets – even those from incomplete test administrations, or those for applicants who perform poorly on the WBST must be sent to Wonderlic.

We determined that during the period of July 1, 1997, through November 7, 2000, 333 students passed a WBST at LTI and, according to the National Student Loan Data System (NSLDS), received Title IV, HEA funds to attend LTI and did not receive Title IV, HEA funds at other institutions before attending LTI.  These 333 students received $2,411,892 in Title IV, HEA funds to attend LTI.  Our review of a sample of 35 students, from the universe of 333, revealed that 26 were admitted to LTI solely on the basis of having passed the WBST.  According to NSLDS, the 26 students received $224,345 in Title IV, HEA funds to attend LTI.

LTI lacked adequate controls to ensure that it did not compromise test security or procedures, specifically to ensure that the ITA submitted answer sheets directly to Wonderlic.  WBST answer sheets submitted to Wonderlic for official scoring without Wonderlic’s Reporting Options Form are processed with Wonderlic’s standard three-day reporting service.  LTI officials explained that the school submitted the completed ATB answer sheets along with the Reporting Options Form to Wonderlic in order to request standard, overnight, or the same-day-fax reporting of official ATB test results, as necessary.

Recommendations:

We recommend that the Chief Operating Officer (COO) for Federal Student Aid (FSA)
 require LTI to—

1.1
Repay to ED and the appropriate lenders the $224,345 in Title IV funds received by the 26 students in our sample, who were admitted to LTI solely on the basis of having passed the WBST.

1.2
Conduct a review of all Title IV recipients’ records for the audited period to determine those students without a high school diploma or its recognized equivalent.

1.3
Determine and repay to ED and the appropriate lenders the exact amount of all Title IV funds received during the audited period by students at LTI who did not have a high school diploma or its recognized equivalent.  Provide the following information for those students identified as improperly awarded:

- Student’s Name,

- Amount(s) and dates of Title IV disbursements, and

- Refunds already paid to the Title IV programs.

1.4 Submit auditor verification of the completeness and accuracy of the file review performed.

1.5
Ensure the ITA submits completed answer sheets directly to Wonderlic.

LTI’s Reply:

LTI did not concur with our finding and recommendations for the following reasons:

A.
There has been no compromise of the testing process or of test security.  Indeed, the test score transmittal procedures cited comported with the test publisher’s express instructions.

LTI’s response states that it was following Wonderlic’s express instructions for transmitting the ATB test answer sheets:

The test publisher form [“Reporting Options Form”] instructed LTI to designate those answer sheets that were to be scored on an expedited basis, to enclose all the answer sheets, and to forward the package to Wonderlic.

LTI contends that it should not be responsible for following test transmittal procedures instituted by the test publisher.  In addition, LTI states—

The circumstances surrounding LTI’s transmittal of the answer sheets confirms [sic] that test security was not compromised. The following circumstances demonstrate that no compromise of test security occurred:

· There has been no suggestion that anyone at LTI ever altered an answer sheet or engaged in any test scoring activity with respect to any answer sheet.

· There has been no suggestion that any answer sheet was ever withheld from Wonderlic.

· There has been no suggestion that any answer sheet ever remained in the LTI Director’s possession beyond the brief time needed to fill out the Reporting Options Form and delineate the method of reporting.

· There has been no suggestion that any LTI personnel ever sought to review or coordinate completed answer sheets with any WBST test.

B.
OIG conducted a comprehensive audit of Wonderlic’s ATB administration procedures and never questioned the publisher’s answer sheet transmittal method.

LTI’s response states that the OIG’s Final Audit Report of Wonderlic’s WBST ATB program, dated February 5, 2002, did not include an audit finding relating to the publisher’s answer sheet transmittal procedures.  LTI claims—

Any assertion that Wonderlic’s generic answer sheet submission procedures . . . were noncompliant should have been presented to Wonderlic in the February 2002 Final Audit Report.  Finding One does not belong in [LTI’s] Draft Audit Report because it pertains to publisher test administration procedures that are generic in nature, and that are within the sole responsibility and purview of Wonderlic and its ITA.

C.
The Department’s ATB rules do not prohibit the test transmittal procedure utilized by Wonderlic.

LTI’s response asserts that submission of the ATB test answer sheets by the institution does not automatically invalidate the independent administration of the test.  Under 34 C.F.R. § 668.151(d)(5), “The Secretary considers that a test is properly administered if the test administrator . . . [s]ubmits the completed test to the test publisher . . . .”  LTI contends that this requirement is only one indicator of proper test administration, and that it does not disallow the answer sheet transmittal method used by Wonderlic and LTI.

LTI further states that, under 34 C.F.R. § 668.151(c), the method used to transmit answer sheets is not one of the four automatic indicators that a test was not independently administered because “the ATB rules do not contain any outright prohibition against the procedure utilized by Wonderlic and LTI.”

D.
The ATB regulations preclude any imposition of liabilities upon LTI for the matters cited in Finding No. 1.  The finding should be eliminated or returned to its original form.

LTI’s response states that, “the Department can not, and will not, impose liabilities based upon ATB issues where, as here, there is no evidence that the institution interfered with the independence of the testing process.”  Under 34 C.F.R. § 668.154—
An institution shall be liable for the Title IV, HEA program funds disbursed to a student whose eligibility is determined under this subpart only if the institution—

(a) Used a test administrator who was not independent of the institution at the time the test was given;

(b) Compromises the testing process in any way; or

(c) Is unable to document that the student received a passing score on an approved test.

LTI claims that because Finding No. 1 is based upon test submission provisions, and not on any proven compromise of test security, it fails to justify the proposed recommendation of liabilities.

LTI further states—
The Secretary of Education has long since rejected the contention that purported noncompliance with a test publisher requirement presumptively constitutes a compromise of the testing process and a basis for institutional liability.  In the Matter of Waukegan School of Hair Design, Dkt. No. 96-66-SP, Decision of the Secretary, September 8, 1997, at 2.  In that case, the Secretary stated that, before monetary assessments may be imposed, there must be actual evidence that an institution has tampered with the testing process in a manner that has a substantive impact upon the reliability of the examination administered.  Where, as here, no such evidence has been presented, the Secretary has made clear that institutions will not be held liable for awarding Title IV funds to students who received passing scores on approved tests given by an independent test administrator.

E.
The dollar figure cited in draft Finding No. 1 with respect to the sampled students is inaccurate.

LTI disagrees with the amount of the repayment liability recommended in the finding and states that its “review of the data associated with the 26 students cited yielded a total Title IV funding amount of $203,037.63.”

LTI also states that the repayment liability is overstated because the finding did not apply the Department’s Actual Loss Formula.

LTI objects to the finding’s proposed recommendation regarding a file review of ATB students.  LTI contends that, as no liabilities are justified, no need exists for a file review.

OIG’s Response:

We have not changed our finding and recommendations.  Under 34 C.F.R. § 668.151(d)(5), as previously cited, by accepting the test answer sheets from the test administrator, LTI compromised test security or testing procedures.  As a result, under 34 C.F.R. § 668.151(c)(1), the tests of these students were not independently administered.  Under 34 C.F.R. § 668.154, using tests that were not independently administered and compromising the testing process are grounds for institutional liability.

There is no requirement that specific security incidents (for example, evidence that a test sheet was altered or withheld) be documented in order to assess a liability.  As cited in LTI’s Reply, under 34 C.F.R. § 668.154 an institution is liable for Title IV, HEA funds if it “[u]sed a test administrator who was not independent of the institution at the time the test was given” or “[c]ompromises the testing process in any way . . . .”

Since the ITA forwarded the tests to LTI, the ITA was not independent.  In addition, by receiving test sheets from the ITA and forwarding them to the test publisher, LTI compromised the testing process.  Therefore, LTI is liable for the funds disbursed.

LTI asserts it followed the “Request Form For Special ATB Reporting” instructions, which state, “Submit this completed form along with your ATB answer sheets to request standard, overnight, or the same-day-fax reporting of official ATB test results.”  LTI’s intrepretation of this language is inconsistent with the clear instructions in the Wonderlic Basic Skills Test User’s Manual for Ability-To-Benefit Testing.  In describing requirements in the Federal regulations, the Manual states, “These regulations require that a certified ITA personally submits all ATB answer sheets ‘within two business days after test administration’ to the Wonderlic Testing Services Department for scoring.”  The Manual’s statement is consistent with 34 C.F.R. § 668.151(d)(5).

Wonderlic’s answer sheet transmittal method was not questioned in our Final Audit Report for Wonderlic (Audit of Wonderlic’s Ability-to-Benefit Program, Control No. ED-OIG/A03-B002) because the guidance in the Wonderlic Basic Skills Test User’s Manual for Ability-To-Benefit Testing is clear and complies with regulations and the HEA.  Our rationale for including the liability in this audit report is discussed in full in this audit report.

The decision cited by LTI (from In the Matter of Waukegan School of Hair Design, Docket No. 96-66-SP) is not applicable to LTI’s case.  The circumstances in Waukegan were significantly different than the circumstances at LTI.  In Waukegan—
· There was “no allegation or suggestion that the test . . . was not independently administered”; and

· There was no support for a liability “other than [an] interpretive statement appearing in the Federal Register in 1990.”

Neither of these statements is true for LTI’s case: (1) we found that the test was not independently administered, and (2) our recommendation for a liability is clearly supported by Federal regulations.

Finding No. 2:
Ability-To-Benefit Retesting Requirements Were Not Always Met 

Our review revealed that LTI’s ITA did not always comply with Wonderlic’s procedures for administering retests of the WBST.  We found that during the period July 1, 1997, through November 7, 2000, four students, who received $27,210 in Title IV, HEA funds to attend LTI, were improperly admitted to the institution after passing a WBST that was not conducted in accordance with the publisher’s established procedures for retesting.

Section 484(d)(1) of the HEA, quoted previously for Finding No. 1, is also applicable to this finding.  Federal regulations state—
· “An institution may use the results of an approved test to determine a student’s eligibility to receive Title IV, HEA program funds if the test was independently administered and properly administered.”  34 C.F.R. § 668.151(a)(2).

· “The Secretary considers that a test is properly administered if the test administrator . . . [a]dministers the test in accordance with instructions provided by the test publisher, and in a manner that ensures the integrity and security of the test . . . .”

34 C.F.R. § 668.151(d)(2).

· “An institution shall maintain a record for each student who took [an ATB test] of—

“(1) The test taken by the student;

“(2) The date of the test; and

“(3) The student’s scores, as reported by the test publisher, assessment center, or State.”  34 C.F.R. § 668.151(g).

The Wonderlic Basic Skills Test User’s Manual for Ability-To-Benefit Testing instructions for conducting retests of the WBST states—

When an applicant has already taken both verbal and quantitative forms 1 & 2 of the WBST, but you believe that he or she has not been accurately assessed, you may retest the applicant again on either form in accordance with the following rules:

1. The applicant must have already taken both forms of the WBST once.

2. The applicant may be retested on the same test form once, and only once.

3. The applicant must not have been told in advance that there would be an opportunity to take the same test form again.

4. The applicant may be retested on the same form only if at least 60 days have passed since he or she was initially tested on that form.

Of the four students who passed an improperly administered WBST retest, we found that one student was retested more than once on the same WBST form and three students were retested on the same WBST form that they were initially administered without testing on the alternate form.  Two of the four students who were not appropriately retested by LTI’s ITA successfully completed their courses and graduated.
LTI lacked adequate management controls to ensure that proper Title IV, HEA eligibility determinations were made in cases in which its ITA did not conduct WBST retests in accordance with the guidance provided by the test publisher.  This resulted in invalid ATB determinations, improper admission of students, and the receipt of $27,210 of Title IV, HEA funds by ineligible students.
Recommendations:

We recommend that the COO for FSA require LTI to—
2.1
Strengthen its management controls to ensure proper Title IV, HEA eligibility determinations are made when WBST retests are not conducted in accordance with publisher procedures.

2.2
Repay the Title IV funds received by the four students who were improperly admitted to LTI after passing a retest of the WBST that was not conducted in accordance with publisher procedures, if the funds were not repaid under Recommendation 1.3.  Repay $6,388 in Federal Pell Grant funds, $133 in Federal Supplemental Educational Opportunity Grants, and $6,625 in Direct Loan funds to ED, and repay $14,064 in Federal Stafford Loan funds to the appropriate lenders.

LTI’s Reply:

LTI did not concur with the finding and recommendations.  The reasons for LTI’s disagreement are as follows:

A.
The Secretary’s explicit guidance, and the applicable regulations, make it plain that test administration issues such as retesting are the responsibility of the test publisher and ITA, and not the school.

LTI’s response states, that when the ATB rules were published in 1995, the Secretary “stated in published commentary that ‘The purpose of the regulatory scheme regarding test administration is to remove institutions from giving or scoring tests.’”  LTI further states that according to the Federal regulations at 34 C.F.R. § 668.151(d)(2) the ITA is responsible for conducting tests in accordance with the publisher’s procedures.

B.
Wonderlic’s written standards and procedures confirm that the publisher and the ITAs are responsible for retesting issues.

LTI asserts that according to Wonderlic’s User’s Manual retesting issues are the responsibility of the ITA, not the institution.  LTI contends Wonderlic regularly reviews its ITAs for compliance with retesting procedures, and that it states in its User’s Manual, “This review process has been mandated by the U.S. Department of Education and is intended to protect ATB applicants from the improper use of testing materials.”

LTI’s response also notes that “the Wonderlic User’s Manual delineates the standards for retesting and states, ‘You [the ITA] are responsible for conducting retests in accordance with these rules.  Therefore, you should maintain a record of all test forms administered to an applicant and the specific dates on which they were administered.’”  LTI contends that the User’s Manual does not suggest that institutions are responsible for retesting concerns.

C.
The OIG’s recent audit of Wonderlic confirms that retesting concerns are the responsibility of the test publisher and the ITAs, and notes deficiencies.

LTI’s response states that the OIG’s Final Audit Report of Wonderlic’s ATB program, dated February 5, 2002, holds Wonderlic and the ITAs, rather than schools, responsible for test administration and retesting.  LTI notes that the OIG’s report recommends that Wonderlic “[i]mprove its process for identifying and reporting retest errors, to ensure that institutions have accurate and timely information at the time that eligibility determinations are made” and that the OIG report states—

Wonderlic’s response appears to confirm that it lacks the internal controls needed to ensure that its approved procedures are followed and that institutions have accurate and timely information when eligibility determinations are made.  Because Wonderlic, not its ITA’s, maintains the entire testing history of its applicants, only Wonderlic can determine for certain whether a retest was administered in compliance with its retesting procedures.

D.
The ATB regulations preclude imposition of liabilities upon LTI for the matters cited in Finding No. 2.

LTI’s response asserts that the finding does not meet the situations required to assess a liability under 34 C.F.R. § 668.154.  LTI’s response states—
Liability may be imposed only if the institution compromises the testing process.  The OIG and the test publisher have acknowledged that retesting issues are the responsibility of the publisher/ITA, not the institution.  LTI is not responsible – or liable – for alleged compromises in the testing process for which it bore no responsibility.

E.
The recommended liabilities cited in Finding No. 2 are overstated because several of the students certified on their FAFSAs that they would be high school graduates upon enrollment, and others graduated and were placed in relevant occupations.
LTI states that the recommended liability should exclude Title IV, HEA funds received by—

· Four students who certified on their FAFSAs that they would be high school graduates upon enrollment, and

· Three students who demonstrated their ability to benefit by graduating from the institution.

Two of the three students who graduated from LTI certified on their FAFSAs that they would be high school graduates upon enrollment at LTI.  LTI provided photocopies of selected pages of the four students’ FAFSAs as an attachment to its reply.  LTI also stated that the recommended liability is overstated because the recommendation did not apply the Department’s Actual Loss Formula.

OIG’s Response:

We initially reported that seven students were not eligible for Title IV, HEA program funds because their eligibility was based solely upon receiving a passing score on an improper ATB test.  Based on the documentation the school provided, we concluded that three of the seven students were eligible to receive Title IV, HEA funds because they had certified on their FAFSAs that they would be high school graduates upon enrollment at LTI.  We changed our finding and recommended liability to reflect four ineligible students.  For the remaining recipient, for whom LTI stated, had certified on their FAFSA that they would be a high school graduate upon enrollment, the documentation submitted did not indicate that such a certification was made.

Under 34 C.F.R. § 668.151(a)(2), an ATB test may only be used to determine a student’s eligibility for Title IV, HEA funds if the test was “independently administered and properly administered.”

In addition, 34 C.F.R. § 668.151(g) requires institutions to maintain records documenting—

(1) The test taken by the student;

(2) The date of the test; and

(3) The student’s scores as reported by the test publisher, assessment center, or State.

The “Individual ATB Score Report” that Wonderlic uses to report the results of its ATB test clearly identifies the test forms upon which each score is based.  In addition, for 3 of the 4 students in question, the “Individual ATB Score Report” included a notification that “[t]his score report may be used in making Title IV determinations if and only if the test was administered in full compliance with Wonderlic’s published ATB testing procedures, including those governing retests.”

LTI had adequate information in its student files to determine that the students’ tests had not been properly administered.  Therefore, LTI was required to determine that the students in question were ineligible to receive Title IV, HEA funds based on those tests.  LTI is correct in asserting that it is not responsible for errors in administering the ATB test; however, LTI’s error was not an error in the ATB test administration, it was an error in its eligibility determination.  Under its program participation agreement, LTI, not the test publisher or the ITA, is responsible for identifying eligible students.

Under 34 C.F.R. § 668.154(c), an institution is liable for Title IV, HEA program funds disbursed to a student if the institution is “unable to document that the student received a passing score on an approved test.”  The WBST was approved for use in retesting in accordance with Wonderlic’s instructions.  Unless the proper retest form was used, or the required 60-day time period had passed, a student did not receive a passing score on a test approved by the Secretary.  Since LTI is required by 34 C.F.R. § 668.151(g) to maintain records documenting each students’ test information, its records should have shown that the students did not take the approved version of the test that was applicable to their circumstances.  Therefore, LTI is liable for the funds disbursed.

Finding No. 3:
Students Did Not Meet Eligibility Requirements

Three students who did not have a high school diploma, or its recognized equivalent, and who did not meet the minimum passing score on the WBST, received $5,391 in Title IV, HEA funds to attend LTI.

Section 484(d)(1) of the HEA, quoted previously for Finding No. 1, is also applicable to this finding.  Among other requirements, under 34 C.F.R. § 668.32(e)(1) and (e)(2)—

A student is eligible to receive title IV, HEA program assistance if the student . . . [h]as a high school diploma or its recognized equivalent [or] has obtained . . . a passing score specified by the Secretary on an independently administered test . . . .

LTI’s failure to properly admit students on the basis of their ability to benefit resulted in three ineligible students receiving $5,391 in Title IV, HEA funds.  The institution provided no explanation for the receipt of Title IV funds by these three ineligible students.

Recommendations:

We recommend that the COO for FSA require LTI to—
3.1
Return $3,724 in Federal Pell Grant funds and $178 in Federal Supplemental Educational Opportunity Grants to ED and $657 in Federal Stafford Loan funds and $832 in Federal PLUS Loan funds to the appropriate lenders.
3.2
Strengthen its management controls to ensure school staff follow the requirements for determining the eligibility of students for Title IV aid.

LTI’s Reply:

LTI disagreed with the amount of the repayment liability recommended in the finding.

The institution disagrees with the liabilities recommended in Finding Three, which references three isolated instances where students allegedly failed to achieve the WBST passing score.  The repayment of the FSEOG funds listed at section 3.1 is inaccurate because it proposes repayment of $178 which includes $44 of institutional waiver funds.  This figure should be reduced.  Moreover, even though the loan dollars cited here are smaller, the objection with regard to principal loan amounts, and the failure to apply the Actual Loss Formula stated in response to Findings One and Two are equally applicable here.

OIG’s Response:

We did not change our finding or recommendation.  LTI’s reply did not dispute that the three students were ineligible to receive Title IV funding but argued that the asserted liability for the finding is overstated.

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of our audit was to determine whether LTI complied with the ATB testing requirements in the HEA, regulations, and the test publisher’s procedures.

To accomplish our objective we randomly selected a sample of 25 WBST administrations for LTI from the universe of 823 during our audit period of July 1, 1997, through November 7, 2000.  We determined if LTI maintained a record for each test administration of (1) the student’s name and social security number, (2) the version of the WBST on which the student tested, (3) the test date, and (4) the official test score.  We also verified whether LTI’s records were in agreement with the records maintained by Wonderlic.

We compared Wonderlic’s data to data in the National Student Loan Data System (NSLDS) and identified 20 Title IV recipients at LTI who, during the period of July 1, 1997, through November 7, 2000, either did not receive a passing score on the WBST (13) or were apparently not tested in accordance with Wonderlic’s retesting procedures (7).  For the 20 Title IV recipients, we reviewed the student files at LTI that included admission, academic, financial aid, and fiscal information.
We also compared Wonderlic data to data in the NSLDS and identified 333 students who passed a WBST at LTI.  According to NSLDS, none of these students received Title IV, HEA funds at other institutions, before attending LTI.  For a random sample of 35 students selected from the universe of 333 we reviewed LTI’s admission file documentation.

During our review at Wonderlic we tested the reliability of computerized WBST data by comparing selected data records with the completed WBST answer sheets.  We concluded that the computerized information was sufficiently reliable for the purposes of our audit at LTI.  We did not rely on any computer data processed by LTI.

We reviewed LTI’s contract with its WBST ITA, and its accounting records for compensation paid to the ITA.  We interviewed LTI’s personnel and ITA to obtain an understanding of the ATB testing process.  We also reviewed LTI’s SFA audit reports, prepared by Dixon Odom PLLC, for the years ended December 31, 1998 and 1999.

We conducted our fieldwork at LTI’s campus in Philadelphia, PA, from January 2, 2001, through January 5, 2001, and from April 18, 2001, through April 23, 2001.  Our exit conference was held on April 23, 2001.  After our exit conference, we performed additional fieldwork on January 16, 2002, and we informed LTI of the results of our additional fieldwork on February 11, 2002.  We also conducted fieldwork at Wonderlic, Inc., in Libertyville, IL, from November 13, 2000, through November 17, 2000.  Our audit was performed in accordance with government auditing standards appropriate to the scope of the audit described above.

STATEMENT ON MANAGEMENT CONTROLS

As part of our review, we assessed LTI’s management control structure, as well as its policies, procedures, and practices applicable to the scope of the audit.  We did not rely on management controls to determine the extent of our substantive testing.

For the purpose of this report, we assessed and classified the significant controls into the following category: 

· Compliance with ATB Testing Requirements

Because of inherent limitations, a study and evaluation made for the limited purpose described above would not necessarily disclose all material weaknesses in the management controls.  However, our assessment disclosed significant management control weaknesses that adversely affected LTI’s ability to comply with ATB test requirements.  These weaknesses included deficient WBST answer sheet submission procedures and inadequate procedures for making Title IV, HEA eligibility determinations.  These weaknesses and their effects are fully discussed in the Audit Results section of this report.

ADMINISTRATIVE MATTERS

Statements that management practices need improvements, as well as other conclusions and recommendations in this report represent the opinions of the Office of Inspector General.  Determination of corrective action to be taken will be made by the appropriate Department of Education officials.

If you have any additional comments or information that you believe may have a bearing on the resolution of this audit, you should send them directly to the following Department of Education official, who will consider them before taking final Department action on the audit:




Mr. Greg Woods




Chief Operating Officer




Federal Student Aid




Union Center Plaza Building, Rm. 112G1




830 1st Street, NE




Washington, DC 20202

Office of Management and Budget Circular A-50 directs Federal agencies to expedite the resolution of audits by initiating timely action on the findings and recommendations contained therein.  Therefore, receipt of your comments within 30 days would be greatly appreciated.

In accordance with the Freedom of Information Act (5 U.S.C. § 552), reports issued by the Office of Inspector General are available, if requested, to members of the press and general public to the extent information contained therein is not subject to exemptions in the Act.

We appreciate the cooperation given us in the review.  Should you have any questions concerning this report please contact me at 215-656-6279.

Sincerely,

Bernard Tadley







Regional Inspector General for Audit
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� Student Financial Assistance (SFA) became Federal Student Aid (FSA) on March 6, 2002.


� We identified seven students who were admitted to LTI after passing a WBST that was not conducted in accordance with the publisher’s retesting procedures.  Three of the seven students certified on their FAFSAs that they would be high school graduates upon enrollment at LTI, and were eligible for Title IV, HEA funds.
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