Final Report

                                                 ED-OIG/A07-D0009


November 25, 2003

Board of Directors

Wahupa Educational Services

3251 Fourth Avenue

San Diego, CA 92103

Dear Board of Directors:

This is our final audit report, Control Number ED-OIG/A07-D0009, entitled Audit of the Talent Search Program at Wahupa Educational Services (Wahupa).  The objective of our audit was to determine if Wahupa administered the Talent Search program in accordance with the law (Higher Education Act of 1965, Section 402B) and specific Talent Search regulations governing the documentation of participant eligibility.  Wahupa officials did not concur with our findings and one of our recommendations in their August 11, 2003, response to our draft report.  We made minor edits to our audit report based on our review of the response, but made no changes to our findings or recommendations.  We have summarized the comments after the findings and recommendations and the full response is provided as an attachment to this letter. 

AUDIT RESULTS 

We found that Wahupa did not always administer its Talent Search grant in accordance with applicable law and regulations.  For the grant period September 1, 2001, through August 31, 2002, we estimate that Wahupa served 1,702 allowable participants of the 2,300 participants it was funded to serve.  Wahupa did not serve the participant number it reported on the Annual Performance Report (APR), and less than two-thirds of its Talent Search participants were low-income individuals who were potential first-generation college students.  Not meeting the two-thirds assurance requirement resulted in a significant reduction in the number of allowable participants.  We recommend that $122,900, a pro-rata share of the year’s expenditures for unallowable participants, be refunded to the Department. 

Finding 1: Wahupa Educational Services Did Not Serve the Participant Number It Reported To Have Served In Its Talent Search Program 

We estimate that the Wahupa Talent Search Program served 2,381 of 2,588 claimed participants for the September 1, 2001, through August 31, 2002, budget period.  While the 2,381 participants is more than the 2,300 participants Wahupa was funded to serve, this is less than the 2,584
 Wahupa reported in its APR to the Department of Education (the Department) for the budget period.  

Wahupa’s Talent Search Director provided us a listing (universe) of 2,588 participants served.  From the universe, we selected a random sample of 100 participant names to determine whether they met both of the conditions for a participant as defined in 34 C.F.R. § 643.7

(b) Other definitions . . . Participant means an individual who -  

(1) Is determined to be eligible to participate in the project under § 643.3; and

(2) Receives project services designed for his or her age or grade level.
Recordkeeping requirements are found at 34 C.F.R. § 643.32 

(c) Recordkeeping.  For each participant, a grantee shall maintain a record of-

(1) The basis for the grantee’s determination that the participant is eligible to participate in the project under § 643.3; . . .  

(3) The services that are provided to the participant; . . .

Of the 100 sampled, 92 met both of the conditions for a participant.  Eight students did not meet the definition of a participant.  The Talent Search Director confirmed that:

· one file was missing, therefore documentation of eligibility was not available (in spite of this, we were able to determine receipt of an eligible service),


· five files lacked documentation to support citizenship status
 (one student also lacked documentation of an eligible service), and 


· two claimed participants (meeting eligibility) did not have documentation to support an eligible service.  

Based on our statistical sample, we estimate that, of the 2,584 participant population reported in Wahupa’s 2001-2002 APR to the Department, Wahupa served only 2,381
 participants.  We estimate that the remaining 203 students did not meet both conditions for a participant.  

The Department uses the information provided in the performance report to assess a grantee’s progress in meeting its approved goals and objectives, and to determine a grantee’s prior experience points.  The data collected is also aggregated to provide national information on project participants and program outcomes.  The Department may be making decisions based on an inflated count of participants and services delivered.

Wahupa Talent Search officials were not emphasizing documentation of student eligibility.  Specifically, officials were not monitoring staff to assure that adequate documentation was maintained on the selection of participants and eligibility including citizenship status of prospective participants.  In fact, eligibility determinations were often performed only after delivery of the service.  Wahupa’s written policy and procedures provided that documentation of eligibility and selection of the participant be recorded by the advisor completing a Needs Assessment form and completing a Participant Selection Decision form documenting the bases of eligibility.  Instead, service was routinely provided simultaneously with the collection of Intake forms, completed exclusively by the student, and missing documentation was not always obtained.

Recommendations:

We recommend that the Chief Financial Officer (in collaboration with the Assistant Secretary for the Office of Postsecondary Education) require Wahupa Educational Services to: 

1.1 Monitor Talent Search staff to assure that established procedures are followed to ensure that only eligible students are counted as participants and that only those participants receive project services.

1.2 Follow established policy and procedures of documenting participant eligibility for selection into the program prior to delivering program services.  

Auditee Response and OIG Comments

Wahupa Educational Services did not concur with the finding  “ . . . insofar as it applies to students who indicated they had an application for immigration pending before the 

INS.”  Wahupa does not dispute that the five citizenship exceptions lacked documentation of a review of required additional evidence (e.g., note to file from educational advisor to document review of INS documents).  The basis for the five citizenship exceptions is footnoted in our report and found at 34 C.F.R. § 643.3(a)(1)(iii) which specifies five citizenship status categories, including, “Is in the United States for other than a temporary purpose and provides evidence (emphasis added) from the Immigration and Naturalization Service of his or her intent to become a permanent resident.”  The response further states that the documentation is checked by the advisors “as a matter of course.”  In our opinion, delivery of service is not confirmation that Wahupa staff ever reviewed INS records of the students’ intent to become a permanent resident.  Wahupa states that it has already adopted a practice for its advisors to “write out a more detailed description of the documentation from INS.”  We believe Wahupa’s intent to “make it a permanent policy” will satisfy the requirement of the regulation.

The response also disagreed with the finding “... insofar as it applies to students who received services on the day of their selection as participants, and these services were adjudged to be ineligible services.”  Wahupa provides a TRIO Program Office statement of policy in its response that states, “It is preferable . . . to document a participant’s eligibility . . . prior to services being offered and received.”  This statement of policy is consistent with the guidance we received from the Department in March 2003.  Although Wahupa’s practice of delivery of services to claimed participants on the same date as their selection into the program is noted in the report, no participant service was disallowed due to the practice.

Wahupa concurs with Recommendations 1.1 and 1.2.    

Finding 2: Wahupa Educational Services Did Not Meet the Assurance Requirement That Two-Thirds of Its Talent Search Participants Will Be Low–Income Individuals Who Are Potential First-Generation College Students

Wahupa officials did not verify low-income and first-generation status for all of its claimed participants for the September 2001, through August 2002, budget period.  We reviewed records for the 92 eligible participants from the sample of 100 claimed students reported in Finding 1 to determine whether Wahupa fulfilled the assurance requirement of 34 C.F.R. § 643.10:

An applicant shall submit, as part of its application, assurances that –

(a) At least two-thirds of the individuals it serves under its proposed Talent Search project will be low-income individuals who are potential first-generation college students; . . .
Although we were able to confirm low-income status through other records obtained, verification of the first-generation status shown on student completed Intake forms was not documented for 56 of the 92 students that met the participant requirement.  We requested other supporting documentation for first-generation status for those students in our sample that met the low-income requirement, but none was provided.

The Higher Education Act of 1965 (HEA) provides guidance for acceptable forms of documentation for low-income status determination, but it is silent as to first-generation status determination.  We contacted the Department’s TRIO Program Director for guidance on whether information provided by a minor child without verification is acceptable, and we received an email in reply from the TRIO Program Management and Development Team Leader that stated: 

The parent or guardian (or in exceptional situations another knowledgeable adult (e.g. school counselor) should verify eligibility, which includes low-income and first-generation status, for a minor child.  A common practice is for the parent or guardian to sign the application for participation in the program.  Acceptable forms of documentation of low-income status are provided in Section 402A(e) of the Higher Education Act of 1965, as amended.  As appropriate, a project should collect similar forms of documentation to verify first-generation status.

If parent verification was not obtained, Wahupa Talent Search officials accepted the information from the Intake form provided by the minor child to determine first-generation status.  In accordance with Wahupa’s written procedures, participants were given a Parents’ Confidential Documentation form that would have confirmed first-generation, as well as low-income status.  However, as stated in Finding 1, the eligibility determination was often done after the service was provided and many students never provided the parent form.

Based on our sample results, we estimate that not more than 1,135
 participants met the low-income and first-generation requirement.  Therefore, the percentage of eligible participants who were also first-generation and low-income was not more than 48 percent (1,135/2,381 eligible participants from Finding 1), which is significantly below the required two-thirds.   

Providing services to unallowable students may dilute services provided to allowable participants by serving an infinite rather than a finite population as prescribed by law and Talent Search regulations.  The APR, mandatory for Talent Search grantees annually, reiterated the importance stating:

Two-thirds of project participants each year must be both low-income and potential first-generation college students; the remaining one-third can be  . . . any individual in need of services.   

Using 1,135 low-income and first-generation students, Wahupa was limited to serving no more than 567 other participants, for a total of 1,702.  This is significantly less than the 2,300 students Wahupa was funded to serve for the 2001-2002 budget period.  Accordingly, a pro-rata share for unallowable participants should be refunded.  See Table below for pro-rata calculation.

	Talent Search

	September 2001 – August 2002 Expenditures
	$472,698.00

	Number of Allowable Participants 
	1,702

	Number of Participants Proposed and Funded
	2,300

	Number of Participants Unallowable (2,300-1,702)
	598

	Percent Unallowable
	26%

	Pro-Rata Over-Award (Grant Award Reduction)
	$122,901.48

	To Be Refunded by Wahupa Educational Services (Rounded)
	$122,900.00


Recommendations:

We recommend that the Chief Financial Officer (in collaboration with the Assistant Secretary for the Office of Postsecondary Education) require Wahupa Educational Services to: 

2.1 Refund $122,900 for unallowable participants because Wahupa did not meet the two-thirds low-income and first-generation requirement.   

2.2 Follow its procedures to verify student status to ensure that two-thirds of its Talent Search participants are both first-generation and low-income individuals.

Auditee Response and OIG Comments

Wahupa did not concur with the finding that it did not meet the assurance requirement that two-thirds of its participants, during the period of our review, were both low-income and first-generation.  Wahupa continues that it,  “ . . . believes that it [the finding] is based on an erroneous opinion about the documentation required for first-generation status.”  The response also states that the requirement contradicts widespread practice and has not been “propagated among the Trio community.”  We have no knowledge whether or not the policy interpretation provided to us by the TRIO program office has been disseminated to TRIO program grantees; however, we believe parental or other adult confirmation of first-generation status is appropriate and in accordance with the intent of the program.

Wahupa concurs with recommendation 2.2, but did not concur with recommendation 2.1, to refund $122,900 for unallowable participants.   

BACKGROUND

Title IV of the Higher Education Act of 1965, as amended (20 U.S.C. 1070a-11 and 12), authorizes the Talent Search program, one of the Department’s TRIO programs.  The Talent Search program is governed by the regulations codified in 34 C.F.R. Part 643.  All regulatory citations in the report are to the codification in effect as of July 1, 2001.
The Talent Search program provides grants to projects designed to (1) identify qualified youths with potential for education at the postsecondary level and encourage them to complete secondary school and undertake a program of postsecondary education; (2) publicize the availability of student financial assistance for persons who seek to pursue postsecondary education; and (3) encourage persons who have not completed education programs at the secondary or postsecondary level, but who have the ability to do so, to reenter these programs(34 C.F.R. § 643.1).  

Wahupa Educational Services, also known as Wahupa Educational Enterprises, Inc., is located in San Diego, California.  It is a non-profit, multi-cultural agency that began as a small Talent Search project at the San Diego Indian Center in 1973. 

Wahupa was awarded a four-year Talent Search grant covering the performance period September 1, 1999, through August 31, 2003 (P044A990015).  Wahupa participates in other TRIO programs, including Upward Bound, and Educational Opportunity Center (EOC).  For the 2001-2002 budget period, Wahupa was awarded $472,698 to provide services to 2,300 participants and a $10,000 supplemental technology grant awarded to all Talent Search projects.  The Talent Search project administered by Wahupa targeted 25 schools, including 24 high schools and 1 middle school all located in San Diego County. 

AUDIT OBJECTIVE, SCOPE AND METHODOLOGY 
The objective of our audit was to determine if Wahupa administered the Talent Search program in accordance with the law and specific Talent Search regulations governing the documentation of participant eligibility.  Specifically, we sought to determine whether participants met the twofold requirements of (1) eligibility and (2) receipt of eligible services during the budget period.  

To accomplish our objective, we 

· reviewed applicable Federal law and regulations,  

· reviewed files relating to the Talent Search project at Wahupa and at the Department’s TRIO program office located in Washington, D.C.,

· interviewed Wahupa and Department of Education personnel, 

· determined whether the TRIO cluster had been audited by the entity’s Certified Public Accountants,  

· obtained and analyzed documents related to the Talent Search project at Wahupa (e.g., organization chart, Wahupa policies and procedures), and   

· randomly selected 100 Talent Search participants from a universe of 2,588 to test participant eligibility and documentation of eligible service.  Records for all participants selected in the sample were reviewed.  

We relied upon the population list provided to us by the Talent Search Program Director of Wahupa for drawing our sample.  We tested the population list for accuracy and completeness by comparing source records to the population list and the population list to source records.  Based on this test, we concluded the population data was sufficiently reliable to be used for a sample population in meeting the audit’s objective.  An extract of payment and award data from the Department’s Grants and Payments System (GAPS) was used to corroborate information obtained from Wahupa’s accounting system.  We found that Wahupa’s accounting data was sufficiently reliable for our audit purposes.  

The audit covered the 2001-2002 grant budget period (September 1, 2001, through August 31, 2002).  We visited the Department’s TRIO program offices located in Washington D.C., from July 31, 2002, to August 2, 2002.  We conducted fieldwork at Wahupa from February 18, 2003, to February 28, 2003.  We held a field exit conference with Wahupa officials on February 28, 2003.  Our audit was conducted in accordance with generally accepted government auditing standards appropriate to the scope of review described above.

STATEMENT ON MANAGEMENT CONTROLS

As part of our review we assessed the system of management controls, policies, procedures, and practices applicable to Wahupa’s administration of the Talent Search program.  Our assessment was performed to determine the level of control risk for determining the nature, extent, and timing of our substantive tests to accomplish the audit objective. 

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

· Participant service;

· Participant eligibility; and

· Program record maintenance. 

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 management control weaknesses, which adversely affected Wahupa’s ability to administer the Talent Search program.  These weaknesses included noncompliance with Federal regulations related to participant services resulting in participant ineligibility and deficient record maintenance procedures.  These weaknesses and their effects are fully discussed in the Audit Results section of this report.

ADMINISTRATIVE MATTERS

Statements that managerial practices need improvements, as well as other conclusions and recommendations in this report represent the opinions of the Office of Inspector General.  Determinations 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 Education Department official, who will consider them before taking final Departmental action on the audit: 

Jack Martin

Chief Financial Officer 

Office of the Chief Financial Officer

U.S. Department of Education

400 Maryland Avenue, SW

Washington, DC  20202

It is the policy of the U.S. Department of Education 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 to members of the press and general public to the extent information contained therein is not subject to exemptions in the Act.  

Sincerely, 
William Allen /s/

Regional Inspector General for Audit 

Attachment 
cc:

Jack Martin, Chief Financial Officer 
Sally Stroup, Assistant Secretary, Office of Postsecondary Education 
� We noted an insignificant difference of four participants between the number reported on the APR (2,584) and the number (universe) provided to us (2,588) on the population list.  


� Required by 34 C.F.R. § 643.3(a)(1)(iii).


� We are 90 percent confident that the number of eligible participants was 2,381 +/- 4.83 percent.


�  Based on our sample, we are 90 percent confident that the documented number of low-income and first-generation (LIFG) participants was 932 LIFG students +/- 21.82 percent.  Because the precision exceeds 20 percent, we have conservatively based our estimate on the upper limit or 1,135 (932 + 21.82 percent).  The 1,135 provides a 95 percent confidence level that there are no more than 1,135 LIFG participants.    
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