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INTRODUCTION

Financial Partners, Partner Services is charged with oversight of the Family Federal Education Loan (FFEL) Program authorized under Title IV of the Higher Education act of 1965, as amended (the Act).  Partner Services’ Regional Lender and Guaranty Agency Review staff visit FFEL program Guaranty Agencies to conduct program reviews to ensure their compliance with the Federal laws, regulations, and policy directives governing the FFEL programs.  In addition, Partner Services staff provides technical assistance to support guaranty agencies in implementing changes in law and regulation as a result of reauthorizations to the Higher Education Act of 1965.  The reports issued as a result of these reviews document both areas of compliance and areas where corrective action must be taken to ensure the integrity of the FFEL program.

The guide represents the elements and process for a Comprehensive Review of a Guaranty Agency.  It is not intended to substitute for the reviewer’s judgment of all the work required.  The review methodologies suggested in this guide are not necessarily all of those that the reviewer may determine are necessary to provide reasonable assurances of detecting material non-compliance or may not cover all circumstances or conditions encountered.  However, the reviewer should attempt to address the applicable methodologies contained in this guide in some manner.  Reviewers should continue to use the Law, Regulations, Dear Colleague Letters, memos, and professional judgment to ensure that all issues that apply to a specific element are examined, when time allows, so that all objectives are achieved.

This guide identifies agency administrative, fiscal and operational activities that should be reviewed to provide assurance that a guaranty agency is in compliance and diligent in carrying out their FFEL program responsibilities.  Reviewing most of the elements in this guide would be considered a Comprehensive Review, while looking at only certain elements would be considered a Targeted  or Limited Scope Review.  The methodologies described in the guide are recommendations of review and analysis that would provide reasonable assurances of detecting material non-compliance.  If during a review process a problem, error, or inappropriate action(s) is discovered, the reviewer cannot disregard the issue because it may not be a part of the primary purpose for the review or because it may be related to an entity that is not being reviewed.  It is the reviewer’s responsibility to notify the lead who will determine the necessary course of action, i.e. notify the Regional Director, add it as a finding to the review (if it does not involve a different entity), recommend to the Regional Director that a subsequent review be done, etc.

This guide is divided into two main sections and an Appendix:

Section 1 – Guaranty Agency Review Selection Criteria & Pre-Review provides the portion of the guide to be completed or worked before going on-site as well as potential selection criteria.  It provides recommendations for planning the review, including a brief explanation of collecting documentation, initial analysis, review plan development and agency contact.  Modernization efforts such as “Data Mart” are referenced to provide assistance in risk analysis.

Section 2 - Review Procedures provides the purpose and recommended procedures for review and analysis of specific Guaranty Agency activities.  A review plan should be written to identify the purpose and scope of the review and to incorporate the appropriate elements into the work to be performed.

Appendix-provides the various appendices that are included with the guide including Work Paper Instructions, Work Paper Examples, Data Source Chart, Review Planning Checklist, VFA Agreements and an Example of a VFA Review Plan.  NOTE:  The lead may request some of these documents in one of the pre-review letters.  If so, the document(s) would have to be deleted from the document request form.



1A Guaranty Agency Review Selection Criteria

1A.1 Reviews of Guaranty Agencies:

To fulfill its oversight responsibility, Financial Partners-Partner Services review staff perform periodic comprehensive reviews of each guaranty agency that would include all of the elements identified in this guide as well as follow up findings from previous Guaranty Agency reviews.  In addition, Partner Services performs special focus reviews when necessary using the following criteria:

National Initiatives

Changes to the law, regulations or policy that would impact Guaranty Agency administration

Agency mergers, new affiliations and system changes

Changes in Guaranty Agency reporting procedures

Specific issues identified through complaints, OIG, GAO, & Congressional inquiry

Low performance ranking via risk modeling thru utilization of Data Mart

1A.2 Risk Factors/Indicators and Data Mart Scorecard
A Guaranty Agency Scorecard is being developed as a part of the Data Mart.  This will create a number of performance indicators.  Low overall performance or low performance in one of the key areas may indicate that a review is needed.  The scorecard should be available in Fiscal Year 2003.

Guaranty Agency Scorecard may include the following Performance Metrics:

	Performance Indicators
	Measures

	Change in Federal Funds
	% Change over time to measure increase or decrease of fund

	Federal Funds vs. Reserve Funds
	Federal fund/Reserve fund

	Change in Operating Funds
	% Change over time to measure increase or decrease of fund

	Change in Restricted Funds
	% Change over time to measure increase or decrease of fund

	Portfolio Characteristics
	% Change over time to measure increase or decrease of loan Volume

	Change in Error rates
	98% Edit Pass Rate

	Program Review/Audit Findings
	Outstanding Audit findings

	Number of Complaints
	Volume of annual complaints 

	Cohort Default Rate
	Cohort Default Rate

	Change in Default Rate
	% Change over time to measure increase or decrease of the default rate

	Rate of Reinsurance
	Trigger %

	Trend analysis of Rejected Claims
	% Change in rejected claims over time

	Claims/ Payment- History
	% Collection to total defaulted loan portfolio

	Claims/ Payment- Age 
	Age of claims

	Significant Change in Organizational Structure
	Bankruptcy/Closure/Merger/Consolidation

	Loan Status
	Volume and % of loans out of school more than six months but still carrying an in school or in grace category

	Change in Servicer
	Change in Servicer


* List may not be all inclusive of the final version of Guaranty Agency Scorecard

1B PRE–REVIEW INFORMATION

The initial telephone contact with the appropriate Guaranty Agency official must allow ample time for the Guaranty Agency, as well as the reviewer to prepare for the review. 

The reviewer should develop his/her own style; however, the indicators covered here should be a basis from which to develop further in-house preparation techniques.

During the initial phase of the planning process the reviewer should establish the date and time for the entrance interview, the length of the review, the number of reviewers, the scope of the review, and the need to meet on-site with the appropriate Guaranty Agency personnel.

Once the time of the review has been confirmed, the reviewer must send a letter to the Director of the Guaranty Agency confirming the arrangements.  Included in this letter would be the list of the documents to be sent to the Regional office and the documents to be made ready for the review team’s arrival.  Copies of this letter can be sent to the appropriate individuals that would actually be preparing the information to be sent to the Regional Office.

Pre-site review planning and preparation is very important.  The more thought that is put in pre-site review planning and the more effort done in preparation of the review will cause the on-site portion of the review to be more thorough and executed more smoothly and efficiently. 

The review elements are divided into three functional areas: Pre-Review (Prior to on-site), Review Procedures, and Appendices.  The lead will decide which documents to ask for prior to the review and which ones to have ready on-site.  NOTE:  If you ask for a document(s) to be sent to the office prior to the review, the specific document(s) will need to be deleted from the Document Request Form.  For some elements the only pre-site review work will be to become familiar with the information and to develop questions to be asked when on-site.  If the documentation required is maintained in such a manner as to make mailing impracticable, then you may not be able to do as much or any pre-site review preparation for that element.  As you begin to review and analyze the documents, you may have to make some telephone calls periodically, before going on-site, to make some of the determinations.

1B.1 Initial Steps

1. Contact President, Director, CEO, etc.

a. Get names of liaison and primary personnel

b. Request pre-review visit, if necessary

c. Set up pre-review visit

d. Send initial letter confirming visit and purpose.  Send document request letter to designated person(s).  Emphases should be given to obtaining data electronically.

e. Include folders for documentation to be placed in if practicable.  If not ask that the document request form be placed in the folder with instructions where documentation can be found.

2. Pre-review visit, if necessary 

a. Designate people to participate

b. Determine layout of records

c. Look at documentation prepared and determine if adequate

d. Discuss any problems with documentation not yet prepared 

e. Bring back any documentation not previously received that is needed for pre-site review preparation.

3. Team membership 

a. Develop a work plan 

b. Make assignments

c. Assign pre-site preparation elements

d. Request IT Specialist participation to gain a good understanding of the GA computer system

4. In Regional Office

a. Analyze information for the designated work elements 

b. Prepare all the necessary spreadsheets

c. Select a statistically valid sample for the appropriate work elements (if possible)

d. Keep in contact with team members to monitor progress on pre-site elements and keep in contact with Guaranty Agency

e. Obtain copies of the GA’s data dictionary, explanation of transaction codes used in the FFEL system and a list of all standard system generated reports and explanation of usage

f. Complete pre-site activities

1B.2 List of Elements For Pre-Site Preparation 

The following list contains examples of activities that can be completed prior to going on-site and should not be considered to be all-inclusive:

2A.1 - Analysis of Managerial Control 


The documents needed prior to the on-site review are:

a. Organizational Chart for each entity.

b. Copy of agency’s management plan.


Note:  Some small agencies may not have an official written management plan.

c. Job descriptions.

d. Articles of Incorporation or State Charter.

e. Most recent bond prospectus if there is a tax-exempt authority involved. 

f. Enabling legislation and state regulations governing the student loan programs.

Review the documents and develop questions to ask on-site.  Determine the legal status of the Guaranty Agency.  Is it affiliated with the state government?  Is it a private non-profit organization?  Is the Guaranty Agency the designated lender in the state(s)?

Determine if the Guaranty Agency just guarantees student loans or what other functions do they perform.  Are there any affiliated entities or subsidiaries?  Is there a secondary market organization within the organization?  Does the organization appear to be the appropriate size and have adequate organizational elements to support their work?


2A.2 - Internal/External Audit Analysis


The documents needed prior to the on-site review are:

a. Copies of internal and external audits, of the agency’s finance, management, systems, and program operations for the review period. 
b. ED program reviews. 

c. Read the audits and note questions and findings.  Note if any management letters were issued so these can be requested.

d. Audit determination letters and resolution by the D.C. Partner Services staff.


2A.3 - Monitoring of Contractor Performance 


Prior to the on-site review request copies of all pertinent contracts.

Review each contract to determine if any officer, board member, or employee has an interest in the business with which the agency contracts. 

Review the terms of the contract to determine if there are any terms or conditions that would bind the Department in cases of disagreement or dissolution.


Determine who is responsible for contracting with the various agencies.

Determine if the Guaranty Agency is expending funds to support a related organization and if there is adequate documentation of an arms length transaction.

Prepare a list of the collection agencies that the Guaranty Agency has contracts with. Determine what percentage of collections the collection agency retains and access the reasonableness and comparability of the collection fee. 


2A.4 - Review of Board Minutes or other managing authorities & Vitae


The documents needed prior to the on-site review are the Vita for all board members or other managing authorities for the past three years.

Read the vita for each board member or other managing authority to determine their qualifications, background, and if there is a potential of existing conflicts of interest.


2A.13 - Verification of Collection Reported on ED Form 2000


The documents needed prior to the on-site review are:

a. The collection reports from collection agencies for the most recent agency fiscal year.

b. The collection reports for internal collections, if applicable.

Determine if collections are done internally or externally.  If any collections are done internally determine what type of collection systems they have. 

Select a sample from the collection report(s) and prepare a spreadsheet to be used for analyzing posting dates and interest accruals when you get on-site.


2A.15 – Consolidation Loan Procedures


The documents needed prior to the on-site review are a list of consolidation loans guaranteed for the review period that included a defaulted loan.

Select a sample; verify that the underlying loans are properly coded on NSLDS.  At the agency, check to make sure that the underlying loans are properly coded on its system.


2A.20 – Verification Of Claims Paid


The document needed prior to the on-site review is a list or at least count of claims paid during the review period.


Select sample and send to agency.


2A.21 - Guaranty Agency Program Review Procedures


The documents needed prior to the on-site review are:

a. List of all schools and lenders reviewed in the past fiscal year.

b. Copy of checklist and review procedures for agency’s program reviewers.

c. Lender loan volume report for the past fiscal year.

d. List of schools by cohort default rate.

e. Review sample from school and lender reviews.

Determine if the Guaranty Agency either reviewed all the entities required by regulations or received written approval from ED not to review an entity or to substitute a different entity.


2A.22 - Verification Of Loans In Repayment

Find out if the agency has reconciled with its lenders.  If not, run a query of loans with a repayment date more than 15 years old from the current date.  A sample of these can be checked with the holder of record and the agency system.


2A.23 - Conditions Of Reinsurance Coverage


The document needed prior to the on-site review is a list or at least count of claim files for the for the review period.


Select samples and send to agency for files to be pulled.


2B.1 – NSLDS Data Integrity  


Contact NSLDS personnel for update on Guaranty Agency NSLDS reporting. 

Analyze ED NSLDS Benchmark reports and reasonability reports to determine agency’s NSLDS reporting weaknesses.  

Identify discrepancies for ED Form 2000 line items that impact fees paid or due to ED. (for example:   “Loans in Repayment”  “Claims Paid” (reinsurance rate) (AMF) (ED Form 2000 lines AR –14) and New Loan Guaranties and Cancellations (LPIF)


Select exception sample for investigation while on site.  


2B.2- Lender Reporting Process


The documents needed prior to the on-site review are:

a. List of lenders with acceptance/rejection rates.

b. List of lenders, which contains unreported loan data.


2D.1 - System Information & Technology


The document needed prior to the on-site review is a statement from systems officer detailing the hardware and software used by the agency.  To be coordinated by IT Specialist with use of IT Guide.

Review the information to determine what type of computer hardware and computer software they have.  If software is provided, determine who provides and who is responsible for regulatory updates to the software.

Determine if the Guaranty Agency has any merger procedures or plans to acquire another Guaranty Agency.  List the ramifications and issues if there are merger activities.

Try to determine what exposure they may have to servicing problems and how they track due diligence violations (applicable if the scope includes due diligence).


2D.2 – Disaster Recovery Preparation

Request a copy of the Agency Disaster Recovery Plan.  IT Specialist in coordination with Team Lead review requested documentation.

Before going on-site, find out what controls and testing capabilities are available and if they have backup/disaster recovery capabilities.

Identify areas of concern prior to on-site visit.
1B.3 Pre-Review Analysis

There a number of tools available to assist reviewers in their preparation of a Guarantor Reviews.  These include Data Mart, NSLDS, PEPS, and PC Based Software including IDEA and other PC based software.  All of these tools with the exception of PC Based Software will be available through the Financial Partners Portal.  (www.fp.ed.gov)

1B.4 Data Mart Reports

1.B.4.1 GA - Statement of Account

This folder contains reports that resemble the last few pages of the Final GA Statement of Account for each Guaranty Agency. The Statement of Account is generated by the FFEL system on a monthly basis.

SOA Billing Statement - This report depicts the billing statement for the Guaranty Agency for the reported period, and is only produced if the Guaranty Agency owes money to ED. This report is an extract of the Statement of Accounts that was generated by the FFEL system.

SOA DDT - This report lists the manual financial transactions (DDTs) posted for Guaranty Agencies. This report is an extract of the Statement of Accounts that was generated by the FFEL system.

SOA Fiscal Year To Date Activity Summary - This report summarizes the financial transactions by Guaranty Agency for the reported period. This report is an extract of the Statement of Accounts that was generated by the FFEL system.

SOA Summary of Final Transactions - This report summarizes the financial transactions by Guaranty Agency for the reported period. This report is an extract of the Statement of Accounts that was generated by the FFEL system.

1B.4.2 GA 1189/ED Form 2000 Monthly Claims
This folder contains reports based on the monthly 1189 GA Form. The data on these reports reflects the time period, January 1995 - September 2000.

Part A - Reinsurance Request - This report provides a summary of the Monthly Form 1189. It includes various information from Section A of the 1189 Form. The data on this report reflects the time period, January 1995 - September 2000.  After September 2000, refer to ED Form 2000, MR-1 (A--E). 

Part B - Additional Reinsurance Requests - This report provides a summary of the Monthly Form 1189. It includes various information from Section B of the 1189 Form. The data on this report reflects the time period, January 1995 - September 2000. After September 2000, refer to ED Form 2000 MR-1 (A—E)

Part C- Change in Status Supplemental Reinsurance Requests - This report provides a summary of the Monthly Form 1189. It includes various information from Section C of the 1189 Form. The data on this report reflects the time period, January 1995 - September 2000.  After September 2000, refer to ED Form 2000, MR-3 (A—C); MR-20; MR21; and MR-22.

Part D - Full Refund of Reinsurance Claims - This report provides a summary of the Monthly Form 1189. It includes various information from Section D of the 1189 Form. The data on this report reflects the time period, January 1995 - September 2000.  After September 2000, refer to ED Form 2000 MR-5 (A—E).

1B.4.3 GA 1130/ ED Form 2000

This folder contains reports based on the quarterly/yearly 1130 GA Form. The data on these reports reflects the time period, October 1994 - September 2000.  

Annual Report: Financial Funds Statement- This report provides a summary of the Annual component of Form 1130. As a result of recent changes in the Form 1130, the data sources for this report are provided by a Dbase file. This report will provide data from FY1999 through FY2000.  After September 2000, refer to ED Form 2000 lines AR-1 through AR-57. 

Part A: Guaranty Activity - This report provides a summary of the Quarterly component of Form 1130. It includes various information from Section A of the 1130 Form. The data on this report reflects the time period, October 1994 - September 2000.  After September 2000, refer to ED Form 2000 lines AR-1 through AR-14.

Part C- Change in Status Supplemental Reinsurance Requests - This report provides a summary of the Monthly Form 1189. It includes various information from Section C of the 1189 Form. The data on this report reflects the time period, January 1995 - September 2000.  Not reported on ED Form 2000.  

Part C: Federal Receivable Information - This report provides a summary of the Quarterly component of Form 1130. It includes various information from fields (C-21) and (C-27 - C-34) on the 1130 Form. The data on this report reflects the time period, October 1994 - September 2000.  After September 2000, refer to ED Form 2000 Agency Accruals lines MR24 through MR-32.  

Sources/Uses of Funds, Pending & Contingent Transactions - This report provides a summary of the Annual component of Form 1130. As a result of recent changes in the Form 1130, the data sources for this report are provided by the FFEL system. This reports provides data from FY1995 - FY1998.  

1B.5 NSLDS

1B.5.1 Time Sharing Option (TSO)

Writing and downloading queries

Queries that are already completed are available via the BATCH mode

Needed data that is not already in a pre-formatted report must be prepared via SQL 

Current available queries include:

a. ED0969.FPA--Rolled-up loans

b. ED0969.FPB--Consolidation loan detail: Potential Underlying Loans not coded as PC

c. ED0969.FPC--Subrogated Loans

d. ED0969.FPD—Multifunction-Query Includes:

Finpart_D. OPB not updated

Finpart_E. Open loans with Zero Balances

Finpart_F. Open loans with Zero Balances (Potential AMF Overpayment)

Finpart_G. Loans with no disbursements

Finpart_H. Rolling Outstanding Principal Balance Date (no change in balance)

Finpart_I. Old loans (loans over 12 yrs old and no update to OPB in last 4 ½ yrs)

Finpart_L. Potential LPIF Overpayment


k.
ED0969.FPK—Recent Claims


m.
ED0969.FPM—Defaulted Loans With Borrower Collections


Note: See Folder E, NSLDS for additional query information.

1B.5.2 NSLDS on Web
Primarily used to obtain individual borrower data. 

Can be used to request canned reports, usually containing more school specific information.

https://www.nsldsfap.ed.gov/secure/logon.asp
1B.6 PEPS

Peps is primarily used to track review activity of Partner Services and Guarantors.  Case Management also uses it to track school reviews and other Intuitional Participation information.

In addition, we maintain information about lenders, servicers, and guarantors in the PEPS database.  

1B.7 PC Based Software

Idea is an example PC based software used to analyze data.  Other examples include Microsoft Access and Microsoft Excel.  

Idea can be used in many ways and allows extraction, sampling, and manipulation of data in order to identify errors, problems, specific issues and trends.

IDEA can be used to import data in the following formats:

a. ASCII fixed length

b. EBCDIC fixed length

c. ASCII delimited (including CSV)

d. Dbase

e. Lotus

f. DIF

g. Excel

Masks can be created to import data. Masks can be saved and used later on the same type of records

Functions include:

a. Aging

b. Appending Databases

c. File Comparison

d. Gap and Duplicate Key Detection

e. Extraction of Data

f. Joining Databases

g. Monetary unit sampling

h. Systematic sampling

i. Random sampling

j. Stratified Random Sampling

k. Numeric Stratification

l. Character Stratification

m. Date Stratification

n. File Summarization

o. Key Field Summarization

p. Benford's Law Analysis

q. Fraud Detection

r. Pivot Tables

s. ODBC support

Data can be printed and exported to other programs such as Excel for further analysis.


2A  Administrative, Financial, & Operational Review Procedures

2A.1 ANALYSIS OF MANAGERIAL CONTROL


Purpose:
To determine the organizational structure, including affiliates, and the legal structure, i.e. private, non-profit, state, etc.  To determine how managerial duties are assigned.  To determine that the agency management plans are adequate, flexible and relevant for a going concern.  Determine that management plans are frequently reviewed and updated to reflect changing conditions in the industry and to incorporate changes in direction/emphasis provided by the Secretary. (References: 34 CFR §682.410; 34 CFR §682.418)


Document Examples:


Articles of Incorporation for non-profit agencies.


State Charter for state agencies.


Organizational Chart for the agency and each affiliated entity.

Current State laws and policies relating to the Federal Family Education Loan program operations.


Copy of management plan for the agency and affiliated entities.


Job descriptions of management.


Copy/summary of the agency’s annual budget.


Copy of Corporation by-laws.


Activity Examples:

Read Articles of Incorporation or State Charter to determine what terms were agreed to in the establishment of the agency.


Document the relationship between the GA and affiliates.

Read the Articles of Incorporation or State Charter, and then interview CEO and other officers to obtain a history of the agency and to determine its structure.

Interview each officer to determine actual duties and responsibilities.  Compare each officer's actual duties and responsibilities with the title and job description of the office on the organizational chart for consistency.

Determine how management plans are developed, and how these are changed to accommodate the changing business environment.


Determine how the officers of the agency report to the Board of Directors or equivalent.


Determine that there is no evidence of conflict of interest. 


Determine if the Internal Auditor reports to the Board of Directors or equivalent.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 



The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.2 INTERNAL/EXTERNAL AUDIT ANALYSIS


Purpose:




To determine that appropriate corrective actions were made to violations identified in all internal and external audits of the agency and the affiliated entity.  To verify the agency's compliance with the assurances made in response to the Department's program reviews.  To ensure those third party servicers of the guarantor submits an external annual audit with the Department.  (References:  34 CFR §682.410(b)(1) and §682.416)


Document Examples:


Copy of internal and external audits of the agency’s and the affiliated entity’s finance, management, systems, and program operations for the period of review.


Prior ED program reviews and Inspector General audits if applicable.


Activity Examples:


Read each audit to determine that the scope of the audit is sufficient to assure effective monitoring of the agency's profitability, to assure that the loan programs are conducted in compliance with Title IV Regulations and laws, and to effectively regulate ED's assets (claims paid).  If the review being conducted identifies significant violations that should have been uncovered in one of the external annual audits and you suspect the auditors did not fulfill their responsibility, report the information to the OIG for a QCR. 


Determine if an internal and external audit has been conducted for each entity with which the agency contracts.


Verify that the Board of Directors received copies of the audits.  


Ensure that adjustments to ED Forms 1189/1130/2000, if required, were made. 


Read ED reviews including agency responses.


Interview appropriate agency personnel to confirm the implementation of the issues and to determine the effectiveness of the actions taken to resolve issues.


If it is determined that a third party servicer of the guarantor has not provided the guarantor a copy of their most recent audit, try to acquire a copy of the audit.  If that requirement has not been met inform Partner Services in DC for tracking purposes.


Inform other team members of any past finding that may impact on their element(s).


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.3 MONITORING OF CONTRACTOR PERFORMANCE


Purpose:




To assess reasonableness, validity, and financial consideration of all guaranty agency contracts.  To identify any apparent conflicts of interest.  To determine the extent to which the agency monitors the performance of its contractors.  To determine if adequate control is exercised over the procurement process, that is, the awarding of contracts.

Document  Examples:




Copies of all contracts selected for review.


Management reports that are produced concerning each contractor.


Policy manual dealing with procurement.


Board minutes regarding awarding of contracts.


Activity Examples:


Interview officer in charge of procurement.  Find out if all contracts are open to competitive bid.  If not, determine how provider is selected. 


Interview appropriate staff to determine how need is determined and communicated; how proposals are made and approved; and how the actual contract or purchase is completed. 


Interview appropriate staff to determine methods used on a regular basis to monitor the efficiency of the businesses with which the agency contracts and the quality of goods and services received.


Review reports produced summarizing these monitoring activities.


Review each contract to determine if any officer, board member or employee has an interest in the business with which the agency contracts. 


Review terms of contracts to determine if there are any terms with which the business could attempt to bind the Department in cases of disagreement or dissolution.


Determine if the Guaranty Agency reconciles its loan portfolio to the loan portfolio of each collection agency that the guaranty agency contracts with for collections.


Try to determine if the agency is paying more than fair market price for the goods or services for which it contracts (including affiliates).


Review Board Minutes regarding awarding of contracts.


Compare the list of all contractors that was submitted to Partner Services against the entity being reviewed.


Review agency’s process for determining/monitoring contractors who are suspended and listed in the General Services Administration (GSA) publication, List of Parties Excluded from Federal Procurement and Nonprocurement Programs.  GSA maintains a website located at: http://epls.arnet.gov/, which lists all Excluded Parties.


Substitute “affiliated entity” in above activities, as appropriate.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.

Conclusion:



The results of review work on this element will be presented here.  If there is a finding, or observation, provide the details here.  Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.4 REVIEW OF BOARD MINUTES & VITAE


Purpose:


To determine the degree of participation by the board members or other entity in the management and administration of the agency.


Document Examples:


The guaranty agency's Board of Director or other entity minutes for the review period including executive session minutes.


The affiliates' Board of Director minutes or other entity for the review period including executive session minutes.


Vita for all board members (agency and affiliate) for the review period.


Activity Examples:


Determine the perspective of the board or other entity toward the program and identify any major changes that will affect or has affected the agency's conduct of the program.


Determine if board or other entity actions are initiated by agency's personnel or by other board members.


Determine if the board or other entity approves such things as: capital expenditures, contributions, assumptions of debts, the costs of reorganization or restructuring, contracts, agreements with affiliated entities, cost allocation plans, budgets, etc.


Read the vita for each board member or other entity to determine if there could be a conflict of interest between the board membership and other business relationships.  


Verify that you have all the information for board members or other entity through review of other documents.  


Share critical/pertinent information with team members working other elements. 


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.5 ANALYSIS OF THE FEDERAL FUND AND THE RESTRICTED INTEREST EARNINGS


Purpose:


To examine the movement of money by the Guaranty Agency or its agents.  To determine into which account monies are deposited and to identify from which account payments are made.  To ensure that Federal funds are not being used for any affiliated entity or being misdirected to affiliated entity accounts.  To verify the accuracy of the information reported on the ED Form 2000.  (References: §682. 419; DCL 10/23/97)


Document Examples:


The guaranty agency's bank deposit account statements for the most recent agency fiscal year.


Chart of Federal Fund Accounts.


Detail posting for selected Federal Fund accounts.


Selected canceled checks.


Detailed Trial Balance to support the financial statements and ED Form 2000 for the most recent fiscal year.


Signature Cards for the Federal Fund.


Detailed documents to support selected transaction.


Copy of the agency’s ED Form 2000 for latest full fiscal year.


Financial Statement for the same period(s) as the ED Form 2000.


Activity Examples:


Interview the Finance Officer for clarification of movement of funds and to determine which account relates to each source and use.


Determine accounting controls on external or internal transfer of funds.  Prepare a list of each Federal Fund account from which money is spent or into which money is deposited with the following information:  1) Account number; 2) Description of account; 3) Identity of the authorized signers; 4) Position title; 5) Position description; 6) If the account earns interest and which fund benefits or affiliated entity, if applicable.


From the bank statements, complete a funds flow analysis.  Trace money deposited into each account and transferred from each account.  If there has been a notable business change, use the period of that change for the sample period.  Perform a detail review of any funds moved to an affiliated entity account.


Verify accuracy of amounts reported for the Federal Fund and Operating Fund on ED Form 2000, AR – 15 through AR 47 and reconcile to the agency’s financial statement.  Assistance may be required from the agency’s financial officers in reconciling the line items because the agency’s fiscal year may be different from the Departments. 


Draw a judgmental sample of canceled checks for various payment vouchers, i.e. any unusual or unclear expenses, and checks payable to an affiliated entity, if any, to determine if they are paid from the Federal Fund.


Analyze the income and expense levels, cash flow, default volume and the balances in the Federal Fund.  To ensure that the Federal Fund is not being depleted and that the agency Reserve Fund equals at least 0.25 percent of its insured original principal amount of loans outstanding. Review any projections by the Guaranty Agency to determine the future viability of the agency.  


Review the use of interest that accrued on the Federal Recall account and any subsequent earnings to ensure that it is being used for default prevention activities.  Note: The recall letter allowed agencies to close the accounts that held the remaining interest from the recall and transfer those funds to the Operating Account.


Reconcile selected bank statements to the Federal Fund detail trial balance to support the financial statement for the most recent fiscal year. 


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also, write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.6 ANALYSIS OF THE AGENCY OPERATING FUND


Purpose:


To examine the use of the Agency Operating Fund.  To determine if the use of the Agency Operating Fund meets the regulatory requirements; that all financial aid-related activities are for the benefit of students; and that expenditures are reasonable for the program.  (Reference: §682.423)


Document Examples:


The guaranty agency's bank deposit account statements for the most recent agency fiscal year.


Chart of Agency Operating Fund Accounts.


Detail posting for selected Agency Operating Fund accounts.


Selected canceled checks.


Copy of any invoices that reflect expenditures for non-student financial aid-related activities.


Detailed Trial Balance to support the financial statements.


Signature Cards for the Agency Operating Fund.


Detailed documents to support selected transaction.


Financial Statements for the review period.


Activity Examples:


Interview the Finance Officer for clarification of movement of funds and to determine which account relates to each source and use.


Determine if the agency exercises accounting controls on external or internal transfer of funds.  Prepare a list of each Agency Operating Fund account from which money flows or into which money is deposited with the following information:  1) Account number; 2) Description of account; 3) Identity of the authorized signers; 4) Position title; 5) Position description; 6) If the account earns interest and which fund benefits or affiliated entity, if applicable.


Analyze the deposits and expenses for any deposits that appear to be unusual or inappropriate and any expenses that appear to be unusual or exorbitant.  Review in detail to the extent you can determine that the Agency Operating Fund is not being inappropriately depleted or misused.


Analyze the income and expense levels, cash flow, and the balances in the Agency Operating Fund to the extent that you can infer that the Agency Operating Fund is not being depleted and that the future viability of the agency in not being jeopardized.

Review the key-man life insurance policy to determine the beneficiary of the policy.

Review the severance policy for the agency’s obligations for payments in the event of dissolution of the agency or termination of officer, directors, and key employees.

Review the amount and basis for the salaries of the officers, directors, and key employees to determine the impact on the viability of the agency.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.

Note:  If there appears to be a misuse of funds or questionable use of the funds, complete these additional activities in detail; otherwise these activities need not be done.


From the bank statements, complete a funds flow analysis.  Trace money deposited into each account and transferred from each account.  If there has been a notable business change, use the period of that change for the sample period.


Reconcile the bank statements to the detail trial balance to support the financial statement for the most recent fiscal year. 


From the Agency Operating Fund accounts select a judgmental sample of canceled checks for various payment vouchers, i.e. utilities, rent/mortgage, telephone, legal, salaries, travel, donations, any unusual or unclear expenses, and checks payable to an affiliated entity, if any, to determine if they are equitable and would meet the definition of Guaranty Agency related activities or benefit of students.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.7 ANALYSIS OF THE AGENCY OPERATING FUND WHEN IT CONTAINS BORROWED FEDERAL FUNDS


Purpose:

To determine if the agency has transferred funds from the Federal Fund to the Agency Operating Fund.  To examine the uses of the Agency Operating Fund while it contains Federal Funds.  To determine if the agency has repaid the Federal Funds and from which account(s) the funds are paid and into which account(s) the funds are deposited.  (Reference: §682. 418; §682.421; and §682.422)


Document Examples:


The guaranty agency's bank deposit account statements for the most recent agency fiscal year.


Chart of Accounts.


Detail posting for selected accounts.


Selected canceled checks.


Copy of any invoices that reflect expenditures for non-student financial aid-related activities.

Detailed Trial Balance to support the financial statements and ED Form 2000 for the most recent FY.


Signature Cards.


Detailed documents to support selected transaction.


Copy of the agency’s ED Form 2000 for latest full fiscal year.


Financial Statement for the same period(s) as the ED Form 2000.


Approval letter allowing agency to borrow Federal Funds.


NOTE: Request the same documents for the affiliated entity if applicable.


Activity Examples:

1. Transfer of Funds

Interview the Finance Officer to determine if the agency requested the Secretary’s permission and provided a proposed repayment schedule, evidence of ability to repay, and the required certifications.


Review financial documents to ensure that the amount of funds transferred is accurate and that they were transferred timely.


Request a listing of agencies that have received authorization to borrow Federal Funds from Partner Services DC office.


Analyze the revenue and expense statement submitted to determine if the agency will be able to repay the funds within the repayment period.  Determine if the agency is updating these projections annually.


If the agency has transferred interest earned on the Federal Fund verify that they owe the maximum amount of principal and the combined principal and interest owed does not exceed the maximum amount.

2. Uses of the Funds

Interview the Finance Officer for clarification of movement of funds and to determine which account relates to each source and use.

Analyze and review the following areas:

a. Compensation


Review salaries of all officers and board of directors.



Determine the basis for the salaries of the officers and top five employees.


Review employee compensation to ensure that no compensation would be greater than 118.05% of the total salary paid on an hourly basis to level 1 SES.



Determine how salary adjustments are approved and whether or not the Board of Directors is involved.



Record executive compensation, any debt to or from officers or member of the Board of Directors, or any unusual sources of income or liabilities that may indicate a relationship with an affiliated business.

Review tax returns and the accompanying schedules to the tax returns that detail any donations, officer salaries, agency liabilities, and sources of income.  The tax return will detail companies and affiliates of the guaranty agency, officers of the agency, and board members.  The IRS Form 990 also will disclose if the guaranty agency is performing any for-profit activities. 

b. Cost allocation




Interview the agency's Chief Financial Officer to determine how costs are allocated between the agency and any affiliate(s), e.g.  Servicer and/or Secondary Market.


Review a sample of the cost allocation documentation to determine if the allocation between the agency and its affiliate(s) is accurate and appropriate.  


In addition, if the agency has a relationship with an affiliate determine how costs are allocated for shared manpower, space, and equipment.


If the agency participates in non-Title IV programs, determine that the agency has adequate controls in place to assure that the Federal Fund and Agency Operating Fund are not used to pay the expenses for those programs.

c. Asset investments

Interview appropriate staff to determine the propriety of the amount of expenditures for the invested assets and how the assets are invested; the quality of the investment; and the return on the investment.




Determine capital gain & losses, if any.  Determine how gains & loses, interest, or dividends are allocated.



Record the flow of investment income through the detailed trial balance to the Federal Fund.



Record the allocation, if any, of investment income and losses between the Federal Fund and Agency Operating Fund.

d. Fixed assets





Determine how depreciation is treated for reporting purposes on ED Form 2000.




Obtain legal description of any building/land, acquired after the transfer of the funds, from tax bill and verify title of property.  Confirm title at the courthouse, if ownership is questioned.  Determine from whom land and building were purchased, and whether former owner was or had close relationship with any officer or board member.  




Review the appraisal of the property to determine if the agency paid fair market price.




If agency leases, determine if the landlord is closely associated with agency officer or board member.  Determine if the agency pays fair rent.  



Review the invoices for the purchase of fixed assets over $5,000.  Determine if they were purchased from a company that has a business relationship with the agency's officers or board of directors. 

Determine if the asset is logical for the agency.


Examine all sales of assets to determine whether or not any FFELP assets were sold and where the revenue from the sale was credited.

e. Pension plan and Insurance Policy




Interview the appropriate staff to determine that the plans and policies are reasonable and appropriate.




Review to determine that the pension plan is available equally to all employees.  Determine who administrates the plan, and if the plan benefits any of the board members.




Review the key-man life insurance policy to determine beneficiaries and amount of benefit.




Review life insurance policies on officers and Board Members to determine cash surrender value and who can cash in the policy.




Review the severance policy to determine the agency's obligation for payments in the event of dissolution of the agency or termination of officers, directors, and key employees.




Determine if there are disparate contributions from related affiliates.

Determine if the benefits of the pension plan appear excessive when compared to the benefits available to civil servants. 

f. Cash Flow

From the bank statements, complete a funds flow analysis.  Trace money deposited into each account and transferred from each account.  If there has been a notable business change, use the period of that change for the sample period.

Reconcile the bank statements to the detail trial balance to support the financial statement for the most recent fiscal year. 


Draw a judgmental sample of canceled checks for various payment vouchers, i.e. utilities, rent/mortgage, telephone, legal, salaries, travel, donations, any unusual or unclear expenses, and checks payable to an affiliated entity, if any, to determine if they are paid from the Federal Fund.

3. Repayment of Funds

Verify that the agency began repayment no later that the start of the 4th year after the agency established the Agency Operating Fund.  Verify that all amounts transferred will be or were paid no later than five years after the establishment of the Agency Operating Fund.


Analyze the financial documents and verify that the funds are being transferred to the Federal Fund from the Agency Operating Fund.


Verify that the agency received approval from the Secretary for any extensions to the repayment of the interest transferred from the Federal Fund.  Verify that the payment under the extension will be paid during the 6th, 7th, and 8th years following the establishment of the Agency Operating Fund.


Verify that any income earned after the 5th year from the investment of the transferred amount is paid to the Federal Fund.


If the agency has failed to make a scheduled repayment to the Federal Fund notify the appropriate Department of Education personnel to withhold any further payment of Federal funds to the agency until the agency becomes current.

Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.8 COST ALLOCATION ASSESSMENT


Purpose:


To determine appropriate allocation of costs between agency and State Aid programs, or between agency and any affiliates.  (Reference:  34 CFR §682.419(c) and §682.420, OMB Circular N. A-87 and A-122)


Document Examples:


Trial Balances for each entity.


Copy of the agency's cost allocation plan.


Chart of Accounts and Disbursements.


Activity Examples:


Interview the agency's Chief Financial Officer to determine:  how costs are allocated between the agency and the State Aid programs (state agencies), or the method for allocating costs between the agency and its Affiliate(s), e.g. Servicer and/or Secondary Market.  Proceed to verify information.


If the agency is a state agency and has other financial aid programs, determine how expenses are allocated between the federal fund and the state's general fund.  


If the agency has a servicer or secondary market, determine how costs are allocated for shared manpower, space, and equipment.


If the agency participates in non-Title IV programs, determine what controls the agency has to assure that the Federal funds are not used to pay the expenses for those programs.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.
2A.9 ED FORM 2000 PROJECTION MODEL


Purpose:

To determine the adequacy of the projections reported on ED Form 2000 lines AR-15 through AR-42, columns labeled CY + # Projection.  Record how the guarantor calculated the numbers provided; verify the numbers reported and determine the reasonableness of the assumptions used.

Document Examples:

Data or supporting documentation for projections prepared by the agency.

Most current ED Form 2000 Annual Report.

Activity Examples:


Document the assumptions the guarantor used to complete the projections.

Here are a few examples of how to verify assumptions:


The collections reported in AR-18 and AR-34 combined should be increasing at a similar rate as AR-21 Claims Expensed to Lenders with a 2 year lag.  In other words, if the Claims Expensed to Lenders increased 5 percent from 2002 to 2003 than the collections reported should also be increasing 4 to 7 percent from 2004 to 2005.


The investment income earned on the Federal Fund averages between 4 – 6 percent.  Verify that the investment income falls between the average of the beginning and ending balances.  If it is lower, request and document why that amount falls below the average.


Verify that the agency will be able to pay claims in the projected years based on their Federal Fund’s ending balance in AR-26.   Use an assumption that the ending balance in a projected year should be at least one half of the Claims Paid to Lenders in AR-21 of the next projected year.   If the ending balance is less than one-half, document if the agency has any plans to address the decreasing balance i.e., start charging the 1 percent insurance premium.  


Verify that the agency’s operating fund is either maintaining the current balance or slightly increasing.  If the balance is decreasing, document why the agency is anticipating a decrease in the projected years.


Conclusion:


The results of the review work on this element will be presented here.  If the guarantor’s method for projecting the funds were neither documented nor sufficient to accomplish the proposed workload, please state that here.  If the guarantor adequately projected the funds and there no observations, please state that the requirements specified in this element are fully met.

2A.10 FINANCIAL/STATE ACCOUNTABILITY STATEMENT OR TAX RETURN ANALYSIS


Purpose:




To determine the type of guarantor, that the agency reports financial data consistently and to obtain documentation of the agency's current financial status.  To identify the agency's financial strength and weakness, and to compare and contrast the agency's annual revenues and expenses to the reported sources and uses of funds.  (Reference:  682.410(b)(1))


Document Examples:

Audited financial statements for the agency's last 3 fiscal years including the notes and auditor's opinion.


If the agency has elected to exempt itself from Federal income tax, obtain copies of its "Return of Organization Exempt From Income Tax, IRS Form 990" for the same periods as above.


If the agency is a state entity and reports as a state entity, obtain copies of its State Accountability Statement.


Activity Examples:


Review tax returns to determine that the data reported to IRS is the same that is reported on the agency's financial statement.  Pay special attention to the accompanying schedules to the tax returns that detail any donations, officer salaries, agency liabilities, and sources of income.  The tax return will detail companies and affiliates of the guaranty agency, officers of the agency, and board members.  The IRS Form 990 also will disclose if the guaranty agency is performing any for-profit activities.


First read notes to the financial statements, and then review balance sheet, noting changes in balances of assets and liabilities.  Pay special attention to the accompanying footnotes and follow up for outstanding items that need to be researched or investigated.  Note and explain any significant changes.  Review income statement and note changes in sources of revenue and any extraordinary changes in expenses e.g. change in amount paid for servicing of loans.  Identify and detail all Other Assets, Other Liabilities, Other Revenues, and Other Expenses.


Review comparative financial statements for consistency from year to year.  Note and explain any significant changes. 


Compare ED Form 2000 balances with the account balances reported on the 990/State Accountability Statement and resolve all differences, if any.


Record executive compensation, any debt to or from officers or member of the Board of Directors, or any unusual sources of income or liabilities that may indicate a relationship with an affiliated business.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.11 INVESTMENT ANALYSIS OF THE FEDERAL AND OPERATING FUND


Purpose:


To determine that the Agency investment policies and procedures are in compliance with student loan legislation and regulations. To determine the quality of the investments and to ensure that all earnings on the investment of the Federal Fund are allocated/credited to the Federal Fund from time to time.  To ensure that the Agency is exercising the level of care required of a fiduciary charged with the duty of investing the money of others while investing monies belonging to the Federal Fund.  To determine if the agency is investing funds deposited into the Operating Fund in accordance with prudent investor standards. (Reference: Section 422 A (b) and Section 422 B (b) of the Higher Education Act; 34 CFR §682.410 (5); Dear Colleague Letter 99-G-316.)  


Document Examples:
Written investment policies of the Agency that contains guidelines for investment of funds.

Schedule of all investments made by the agency containing a description of each type of investment, the rate of return and the identity of the issuer.

A schedule showing the allocation of investment income to the Federal Fund, the Restricted Fund and the Operating Fund.

A Schedule showing the allocation of capital gains and losses on investments to the respective funds.

Documents such as automated journal entries or payment vouchers showing transfer of investment income to the Federal Fund when warranted.

Copies of approval letters or other correspondence from the Secretary as needed if investments are made in non-U. S securities.



Activity Examples:

Interview appropriate staff to determine that the Federal Fund (and amounts in the Operating Fund that are borrowed from the Federal Fund) are invested in securities issued or guaranteed by the United States or State Pooled investments or with the approval of the Secretary in other similarly low risk securities selected by the Agency.  


Determine that the agency is investing funds deposited into the Operating Fund in accordance with prudent investor standards.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.  Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.12 FIXED/NON-LIQUID ASSET ANALYSIS


Purpose:

To identify land, buildings, and all other non-liquid assets that are owned by the guaranty agency and those that are purchased by the agency in whole or in part with Federal funds.  To determine if the Agency is paying usage fees on Federally owned non-liquid assets. To ensure that the agency has a complete and accurate record of all non-liquid assets and that information pertaining to these assets such as original cost, depreciation and amortization schedules, net book value, current market value if any and other pertinent information is readily available for verification on the agency’s books.


To identify any conflicts of interest pertaining to any assets leased or purchased by the agency, and to determine if the agency has paid fair value when acquiring fixed/non-liquid assets.  An example of this is an affiliate provider of goods or services that is wholly owned by one or more directors and/or Officers of the agency.  (References:  Section 422 (A) (e) of the Higher Education Act of 1965, as amended; 34 CFR§682.420).


Document Examples:


A Schedule of all Federally owned assets showing dates of acquisition, original cost, accumulated depreciation/amortization, net book value, current market value for assets on which usage fees are being paid by the agency.


Obtain and review proof of payment of quarterly usage fees on all federally owned non-liquid assets such as copies of journal entries/payment vouchers, transfer tickets showing actual transfer of fees to the Federal Fund.


Depreciation and amortization schedule(s).


Copy of Real Estate Tax bill, if owned.


Copy of Lease if rented.


Copy of appraisals when warranted on all non-liquid assets specially those on which usage fees are being paid.


Documents showing ownership information for selected assets such as original receipts, deeds of trust, bills of sale, etc.


Activity Examples:


Interview the appropriate staff to determine ownership of the assets and to determine if any assets were purchased from affiliates or closely related entities.


Determine that depreciation methods selected by the Agency are appropriate in relation to the asset involved and the actual or contemplated usage of these assets by the Agency.  


Obtain legal description of building/land from tax bill and verify deeds of trust and other evidence of ownership of property, if ownership of the assets cannot be readily established or is in doubt.


Sample invoices for purchase of large items.  Determine that the assets are purchased with funds belonging to the agency Operating Fund.


Determine if the assets purchased or leased by the agency are logical and necessary for the agency in the performance of its guaranty agency functions.


Examine all sales of assets to determine whether or not any FFELP assets were sold and to identify the accounts/funds to which the revenue from the sale was credited.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.13 VERIFICATION OF COLLECTIONS REPORTED ON ED FORM 2000


Purpose:


To determine that collection amounts reported on ED Form 2000 are timely and accurate.  To verify the accuracy of payments posted to the borrower accounts.  To ensure that the Federal Share of Collection is deposited by the agency in the Federal fund within 48 hours of receipt of those funds.  Review methods for determining earnings on the receipts and allocation thereof.  Ensure that the Federal interest accrues from the date of receipt.  (Reference: DGAD dated July 18, 2000; 34 CFR §682.419; and 34 CFR §682.404(g))


Document Examples:

Written Procedures


Sample of collection reports from all collection agencies for the most recent agency fiscal year. 


Sample copies of borrower’s payment checks and posting to borrower’s account.


Bank statements reflecting the dates that funds were deposited into the bank account.


Detail showing movement of funds between accounts and attribution to principal and interest.


ED Form 2000 with borrower detail for the last filing period.


Activity Examples:




Review agency’s method for determining earnings on the receipts and allocations thereof.  Verify that Federal interest accrues from the date of receipt of collection payments by the Guaranty Agency or their agent, whichever is earlier.


From the collection report provided by the collection agency, determine if the collection agency uses both an effective and posting date.  If only one date is used, determine how the guaranty agency verifies that it is the date that the collection agency actually received the payment.


Select sample from wage garnishment and bankruptcy payment and ensure payments were properly processed and credited to the borrower accounts.  Select a sample from ED Form 2000 backup MR-2 refunds and trace to borrower account to ensure funds applied appropriately.


Track sample of payments to ED Form 2000 backup for the months the payments were received to ensure that collections were reported timely.


Verify accuracy of calculating and reporting on ED Form 2000 for lines MR-12, Wage Garnishment, MR 13, Default Collections and MR 14, Bankruptcies.  Verify accuracy of amounts reported in MR 2, Collection Refunds.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to add steps as the work progresses.  These should be explained in “Other” on the Workpapers.


Conclusion:



In the Workpapers, the results of work on this element will be written here.  If there is a finding, give the details here.  Also write the Finding, Citation and Requirement in report format.  When there is no finding, give a brief statement that the requirements specified in this element are met.

2A.14 RECONCILIATION OF PAID-IN-FULL REPORTED ON ED FORM 2000

Purpose:

To determine the guaranty agency's method of reporting paid-in-full loans and its procedure for resolving small or credit balances. (Reference: 34 CFR §682.404(f))


Document Examples:

ED Form 2000, AR-12 Paid in Full and MR-25 Compromises, with borrower detail, for the last filing period.


Printouts showing pay history of sample borrowers (will be selected on site).


Activity Examples:

From the ED Form 2000, AR-12 detail, select a sample of 20-30 borrowers and compare their pay histories on the guaranty agency's system to determine if loans with more than $25 outstanding or with negative balances (over-payments) are shown as paid-in-full.


From the ED Form 2000, MR-25 detail, select a sample of 20-30 borrowers and verify that loans reported on ED Form 2000, Line MR-25 – Compromised, are being zeroed out.  Verify the loans on NSLDS to make sure it is paid in full.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.15 CONSOLIDATION LOAN PROCEDURES


Purpose:




To determine if the under-lying loans of defaulted loans consolidated are reported as closed either as a paid-in-full or using the new NSLDS code PN (Underlying consolidation loans should always be closed out on NSLDS as PC, PN or DN.  Never PF.  PF would have implications on default rates.  Defaulted underlying loan status code is DN.  Non-Defaulted underlying is PN). To ensure that loan payments and overpayments are handled properly during the consolidation process.  (References: HEA 428C(b); HEA 428C (f); HEA 438 (d); DCL 94-G-278; DCL GEN-98-7/ 98-L-201/ 98-G-307; 34 CFR §682.201(c); and 34 CFR §682.209)


Document Examples:




List, by borrower, all Consolidation loans guaranteed as of the most recent reporting period.


Print screens of status of Consolidation loan borrowers (will be selected on site).


Copy of ED Form 2000.


Report of outstanding overpayments on Consolidation loans.


Copy of written procedures.


Activity Examples:


Interview appropriate staff to determine that Consolidation loan procedures are in compliance.


Read procedures to determine that Consolidation loan procedures are in compliance.


Select sample of consolidation loan borrowers, review pay histories to determine that all of the loans that were consolidated were reported as paid by consolidation on the agency's system.


Verify that pay-off checks received from consolidating lenders are properly coded to ensure reporting as payment by consolidation on ED Form 2000 (and not subject to 27%).


Verify that no underlying loans have either a balance or credit balance.


Verify that the underlying loans meet the minimum balance requirements.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to add steps as the work progresses.  These should be explained in “Other” on the Workpapers.


Conclusion: 


In the Workpapers, the results of work on this element will be written here.  If there is a finding, give the details here.  Also write the Finding, Citation and Requirement in report format.  When there is no finding, give a brief statement that the requirements specified in this element are met.

2A.16 REHABILITATION LOAN PROCEDURES


Purpose:




To find out if the guaranty agency is rehabilitating loans and if they are reporting them correctly.  (Reference: 34 CFR §682.405)

Document Examples:



ED Form 2000 reporting instructions.


Written procedures.


ED Form 2000, with borrower detail, for line MR-10-A 


Activity Examples:



Interview the appropriate staff to determine if the agency has rehabilitated any loans.


Read the written procedures to determine if the rehabilitation loan procedures comply with Federal regulations.


If the agency has rehabilitated loans, determine the date and payment amount from the purchasing lender and the date reported on the ED Form 2000.


Review the detail supporting the ED Form 2000 to determine how the agency is reporting rehabilitated loans, the amounts reported, and reporting within 45 days.  


Check procedures for reporting rehabilitated loans to NSLDS to determine that proper code.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 



The results of review work on this element will be presented here.  If there is a finding, or observation, provide the details here.  Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.17 VERIFICATION OF DEFAULT AVERSION FEES PROCEDURES


Purpose:

To review that the guaranty agency’s Default Aversion Fee (DAF) procedures for default aversions and collecting DAF fees meet regulatory requirements and that the fees are accurately calculated and reported on the ED Form 2000. (Reference: 34 CFR §682.404(k))


Document Examples:


ED Form 2000, AR-23, and AR-30 with supporting borrower detail.


Guaranty agency procedure for the calculation, rebate and reporting of DAF.


Guaranty agency's Policy Manual.


Copies of DAF letters.


Copies of documents showing transfer of DAF/Rebates from/to Federal Fund, if applicable.


Activity Examples:


Electronic process for DAF Analyses in Folder B, Supplemental Guides.


Interview guaranty agency operations personnel to determine how DAF requests are received and processed, and how DAF payments are calculated.

Obtain and review written procedures established by the guaranty agency for the calculation, transfer (and refund when warranted) of DAF.


Review a sample of 20-30 DAF requests and verify that the lender’s request to the guaranty agency is submitted no earlier than the 60th day of the borrower’s delinquency.

Verify that the DAF amounts transferred are correct and billed only once (with the exception of rehabilitated or repurchased loans).

Review a sample of 20-30 default claims paid by the guaranty agency and compare them to the detailed DAF reports provided by the guaranty agency.  Ensure that the guaranty agency has a procedure in place to refund DAF on loans that subsequently default.

Obtain a sample of 20-30 paid claims for the review period. The time period of the sample can be limited or extended as the reviewer sees fit. This sample is to be compared to the amounts of DAF that were refunded to the Federal fund.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review bother documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.18 ACCOUNT MAINTENANCE FEES


Purpose:

To review that the guaranty agency’s Account Maintenance Fees (AMF) procedures for collecting AMF fees meet regulatory requirements and that the fees are accurately calculated and reported on the annual portion of ED Form 2000.  The outstanding Original Principle balance is calculated by NSLDS and the amount is provided to FMS to pay the GA’s.  See Folder E, NSLDS.  (Reference: 34 CFR §682.404(i) and CFR §682.421(b))


Document Examples:


ED Form 2000, AR-24, AR-32, and AR-33 with supporting detail.


Guaranty agency's Policy Manual.


Copies of documents showing transfer of AMF to Operating Fund.

Copies of documents authorizing AMF movement from the Federal Fund to Operating Fund, when applicable.

NSLDS Queries.


Activity Examples:


Interview guaranty agency operations personnel to determine how AMF requests are received and processed, and how AMF payments are calculated and reconciled. 

Obtain and review written procedures established by the guaranty agency for the calculation, transfer (and refund when warranted) of AMF.

Review and verify agency procedures for updating OPB date.

Review and verify procedures for handling of NSLDS detail for AMF purposes.

Determine procedures instituted by the agency pursuant to Reauthorization to ensure the integrity of data submitted to NSLDS based on which agency receives reimbursement of fees.  Obtain sample of loans from NSLDS (Query 6 run to AMF specifications).  Do this for a couple of lenders, analyze, get samples, verify with the lenders prior to visiting the agency.

On a sample basis verify that the amount of AMF deposited into the operating fund meet the requirements of 34 CFR §682.404(i).

On a sample basis verify that no AMF is moved from the Federal Fund without authorization from the Secretary. 

Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.

Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.19 LOAN PROCESSING AND ISSUANCE FEES (LPIF)

Purpose:  

To review that the guaranty agency’s Loan Processing and Issuance Fees (LPIF) procedures for reconciliation of the NSLDS loan level tapes to their own systems.  (Reference: 34 CFR §682.404(j))


Document Examples:


ED Form 2000, AR-31 with supporting detail.


Guaranty agency procedure for reconciling NSLDS loan level tapes to their own systems.


Guaranty agency's Policy Manual.


Copies of LPIF letters.


Copies of documents showing transfer of LPIF to Operating Fund, if applicable.


NSLDS Queries.


Activity Examples:


Interview guaranty agency operations personnel to determine how LPIF requests are received and processed, and how LPIF payments are calculated and reconciled. 

Obtain and review written procedures established by the guaranty agency for the reconciliation of LPIF.

Verify that the agency has a procedure in place to exclude cancelled loans when billing for LPIF.

Verify that the agency is billing only for loans on which disbursements have been made and not on loans initially guaranteed by the agency but which the lenders subsequently canceled. 

Note: (Devise a way to get at cancellations from the lenders on which the agency may have billed LPIF.  Perhaps we could work from the Fee section of the 799/LaRS and get detail from the lenders.  The dates would have to be selected and this work done in advance of the visit.)

On a sample basis verify that the amount of LPIF deposited into the operating fund meets the requirements of 34 CFR §682.404(j).


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.20 VERIFICATION OF CLAIMS PAID


Purpose:

To determine that claims are paid accurately and timely.  To verify the accuracy of amounts reported on ED Form 2000 Monthly Report (MR) for claim reinsurance and adjustments.   To verify accuracy of amounts requested for compliment of reinsurance for changes in status and that the balance at time of payment is reported on the appropriate line item under Non-Payment Activity.


Document Examples:

The agency’s procedures for claim review, claim return and claim payment


Claim files selected for review.


ED Form 2000 and Instructions for Monthly Report, Lines MR 1 through MR-3; MR 20 through MR24; Annual Report, AR-8 through AR-11 Agency’s detail reports of claims paid at the borrower and loan level.


Agency’s detail reports for additional claim reimbursement requests.


Activity Examples:

Claim Payments to Lenders

Interview Guaranty Agency staff to identify policies and procedures for review and payment of claims.  


Review sample of claim files to ensure accuracy and timelines of payments made.


Ensure that non-reinsured guaranty agency interest can be tracked and subtracted from claim payment amounts reported for reinsurance payment.   This is a very important field in NSLDS as it effects cohort rates, so when reviewing this sample, the reviewer should also check those loans in NSLDS to make sure the claim is there, the date is correct and the claim reason code is right.


NSLDS does a reasonability comparison that includes claim data.  (See Folder E, NSLDS)

Verify the accuracy of amounts reported on ED Form 2000


Interview Guaranty Agency staff to determine procedures for preparing ED Form 2000, including system changes, enhancements or manual intervention necessary to combine totals for loans with varying reinsurance and trigger payment rates.


Review a sample of loans from each claim type paid during the period and verify that they are correctly categorized by type and reinsurance rate and reported in appropriate MR-1 section of ED Form 2000.   

Review amount calculated by ED in MR-1 -Claims Paid.

Verify that amount in MR-1 is based on accurate amounts calculated and reported on lines MR1-A through MR-1-G:  Default Claims, Exempt Lender of Last Resort Claims, Death and Disability Claims Closed School/ False Certification Claims, Bankruptcy, Unpaid Refunds, Discharges.


Review the amounts reported in MR-1-A through MR1-G.  

Verify that the amounts reported include:

Principal and purchased interest, less non-reinsured GA interest paid to lenders multiplied by the reinsurance reimbursement rate, Guaranty agency claim interest multiplied by the reinsurance rate

Collection costs for closed school or false certification claims, 


Capitalized collection costs on rehabilitated loans that subsequently default


Accrued interest on bankruptcy claim if the guaranty agency was required to hold the loan until it was discharged in bankruptcy.  

Ensure the amount reported does not include amount paid to lender for other items such as non-reinsured interest paid to lender, late charges, and collection costs and attorneys fees. 

Identify the guaranty agency’s method to perform calculations for MR-1-A Principal and verify that the calculations are based on actual reinsurance rate, a weighted average or highest reinsurance rate and whether or not the agency has hit the 5% or 9% trigger.    


Ensure that Line Item MR1-A: Principal:


Includes additional amounts requested for defaults paid during prior period for which additional amounts were paid to lender after the filing period.


Amount reported is calculated accurately:(The amount of Default Claims paid takes into consideration whether or not the agency has hit the 5% or 9% trigger and is reduced by the reinsurance rate.


Ensure that MR-1-A Other Amounts:


Includes the total amount of original and additional payments made by the guaranty agency for default claims and includes principal, interest paid to lender, guaranty agency claim interest for default claims.  

Ensure that the guarantor changed their procedures in a timely manner to implement the change required by the Dear Financial Partner Letter dated October 17, 2000, which addresses exempt claims.  Although these claims are exempt from an agency’s reinsurance trigger calculation under 34 C.F.R. §682.404(b)(3), they are not reimbursable at 100% under 34 C.F.R. §682.404(a)(1)(ii).  Beginning with their October 2000 Guaranty Agency Financial Report submission, they must report all exempt claims under line item MR-1-B, Exempt/Lender of last Resort, at the appropriate reimbursement rate.  Guaranty agencies were not be responsible for repaying any past payment reimbursed at 100%.


Review reporting of default claims that change status:


Verify that the totals in MR-1-C, MR-1-E, and MR-1-D includes the complement of reinsurance that may be due to the guaranty agency for loans paid as a default that change status during the reporting period (prior to reinsurance payment).


Verify that the complement for reinsurance for defaults that change status after reinsurance has been paid are calculated accurately and is requested using lines MR-3-A through MR-3-C


Verify that all loans that change status are correctly reported under Non-Payment Activity, Status Changes – Account Balance at Conversion on the appropriate line MR20 through MR-23.


Verify that amounts reported on line MR-1-E – Bankruptcy includes accrued interest claims through 60 days after discharge or date reinsurance is authorized to be paid by ED, whichever is earlier.  The interest reported in this section will include interest to the date of report.  (Additional interest accrued through the reinsurance paid date should be reported on the next ED Form 2000 submitted.).  


Verify that amounts requested in Line MR-2 Borrower Payment Return (Closed School/False Certification) are payments received from or on behalf of the borrower that are refunded to the borrower after reinsurance was paid.   This is considered supplemental claim reinsurance payment to the guarantor. Refunds made to borrower prior to reinsurance payment are reported in MR-1 Claims Paid.  


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.21 GUARANTY AGENCY’S PROGRAM REVIEW PROCEDURES


Purpose:




To assess the effectiveness of the guaranty agency's procedures for reviewing lenders and schools.


Document Examples:



List of all schools and lenders reviewed in the past fiscal year.


Checklist and review procedures for agency's program reviewers.


Lender loan volume report for the past fiscal year.


List of schools by cohort default rate.


Sample of review reports (to be selected on site).


GA NSLDS Benchmark Reports


NSLDS Data Integrity Alerts


PEPS Review Data


Activity Examples:


Verify the agency's compliance with Title IV laws and Regulations using a sample of five lender and five school reviews, the checklist, and review reports.


Examine sample review reports to verify appropriate citations and required actions for program findings and to verify collection of liabilities before report closure.


Review PEPS data to determine GA participation in reporting all lender reviews into the system and that it is performed in a timely manner.


Check for any correspondence with Regional Office, either Schools Channel or Financial Partners.


Check to see if latest review cycle is in compliance with latest directive from Partner Services.


Verify use of NSLDS Review Procedures Guide


Verify that the GA reviews are being entered into PEPS accurately and timely.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 



The results of review work on this element will be presented here.  If there is a finding, or observation, provide the details here.  Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.
2A.22 VERIFICATION OF LOANS IN REPAYMENT


Purpose:


To document and verify loan status for the last three Federal fiscal years.  To document projected loan status for two Federal fiscal years in the future.


Document Examples:


ED Form 1130 and ED Form 2000 for the last three Federal fiscal years and all adjustments and /or corrections made to these annual reports.


Lender portfolio reconciliation documents.


Activity Examples:

Confirm the accuracy of the guarantor's system in reporting loan status, especially loans in repayment, cancellations and unconsummated.


Verify annual growth rate, currently set at 10%.


Review lender/GA reconciliation documents.


Compare ED Form 1130 and ED Form 2000 to NSLDS totals.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review other documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also, write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2A.23 CONDITIONS OF REINSURANCE COVERAGE

Purpose:

To determine that all conditions of reinsurance have been met throughout the life of the loan.  (Reference:  34 CFR §682.202; 34 CFR §206; 34 CFR §207; 34 CFR §208; 34 CFR §402; 34 CFR §406; 34 CFR §410; 34 CFR §411)


Document Examples:


Sample of claim files for each type of claim: default, death, disability, bankruptcy, closed school, and false certification.


Data Mart closed school and false certification reports.


Activity Examples:



Select a statistically valid random sample from total files on which a claim was paid during the period of review for each claim type.  From each statistical sample, select the first 20-30 files to verify the following information:


The lender exercised due diligence in making, disbursing, and servicing the loan as prescribed by the rules of the agency. 


The check for the disbursement was cashed within 120 days after disbursement or the proceeds of the disbursement made by electronic funds transfer or master check was released from the restricted account maintained by the school within 120 days after disbursement.


The lender provided an accurate collection history to the guaranty agency with the default claim filed on the loan sufficient to support guarantor review for claim payment showing that the lender exercised due diligence in collecting the loan through its collection efforts.  Verify that these efforts include collection efforts against each endorser and a payment history that supports the claim payment amount. 



The loan was in default before the agency paid a default claim filed thereon.


The lender filed a default claim thereon with the guaranty agency within 90 days of default.


The lender resubmitted a properly documented default claim to the guaranty agency not later than 60 days from the date the agency had returned that claim due solely to inadequate documentation, except that interest accruing beyond the 30th day after the date the guaranty agency returned the claim is not reinsured unless the lender files a claim for loss on the loan with the guarantor together with all required documentation, prior to the 30th day.


The lender satisfied all conditions of guarantee coverage set by the agency, unless the agency reinstated guarantee coverage on the loan following the lender's failure to satisfy such a condition pursuant to written policies and procedures established by the agency. 


The agency paid or returned to the lender for additional documentation a default claim thereon filed by the lender within 90 days of the date the lender filed the claim or, if applicable, the additional documentation, except that interest accruing beyond the 60th day after the date the lender originally filed the claim is not reinsured.


The agency submitted a request for the payment on a form required by the Secretary no later than 45 days following payment of a default claim to the lender, which must take place no earlier than 90 days following default in the case of a loan payable in monthly installments, or no earlier than 30 days following default, in the case of a loan payable in less frequent installments. 


The loan was legally enforceable by the lender when the agency paid a claim on the loan to the lender.



The agency exercised due diligence in collection of the loan.


The agency and lender complied with all other Federal requirements with respect to the loan including the payment of origination fees.


The guaranty agency certifies to the Secretary that diligent attempts have been made by the lender and the guaranty agency to locate the borrower through the use of reasonable skip‑tracing techniques.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to devise additional procedures or review bother documents.  These should be explained under this caption.


Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2B  NSLDS Review Procedures

2B.1 NSLDS DATA INTEGRITY  


Purpose:



To evaluate guaranty agency’s compliance with NSLDS reporting requirements and the integrity of the data submitted to ED through NSLDS.  To identify discrepancies between NSLDS and ED Form 2000 for those line items that impact payments due to or from ED and determine reason for discrepancies.  Review exception items identified on the NSLDS and ED Form 2000 reasonability report.  To determine if benchmark goals are being met, to review their NSLDS extract procedures, to review their error file procedures on data reported to NSLDS and to measure the frequency of lender/GA reported data to NSLDS.


Documents:


ED Form 2000 for review period and instructions. 


NSLDS reasonability edits.


NSLDS benchmark reports. 


Guaranty Agency and lender reporting instructions


Activity Examples: 
Contact NSLDS staff regarding agency progress in NSLDS data acceptance and data integrity.

Identify known NSLDS data integrity issues and reconcile these known errors to ED Form 2000/NSLDS reasonability report. 

Determine impact of using new reasonability codes on data pass rate and data integrity.

Review loan status on agency system that differ from loan status on NSLDS and determine reason for discrepancies and the impact on data integrity and on ED payments to agency. 


Interview Compliance Officers regarding NSLDS lender reviews conducted.


Review work papers from agency NSLDS lender reviews.  


 
Conclusion: 




The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2B.2
LENDER REPORTING PROCESS

Purpose:



To assess the accuracy and timeliness of the guaranty agency's lender manifest reporting system.  The process is two fold, first from the standpoint of the agency’s management and tracking of lender manifest submissions and error tracking.  Next we must assess the agency ability to process and resubmit data from lenders and agency held loans to the NSLDS systems.  It is important to assess the agency’s ability to monitor and correct problems with lender submissions as well as the agency’s ability to correct internal problems/errors in its submission of data to NSLDS.  (Reference: 34 CFR 668.19; DCL 97-L-194; DCL GEN 96-17/ 96-G-291)


Document Examples:




Copy of written procedures.


Copy of agency policy for treating non-respondents.


Copies of letter sent to lenders requesting responses.


Lender manifests.


Activity Examples:


Interview the appropriate staff to determine how the agency deals with non-respondents


Review the written procedures to determine how often the agency sends letters to the lenders and the agency's policy for dealing with non-respondents.


From the sample, determine the period of time between the date of receipt and the date the status is changed in the system.  Also determine the date the status change is reported to the lender.


From the manifests, determine the period of time between the date of receipt and the date the status is changed in the system.


Determine how the differences in the borrowers’ status are resolved.


Determine how the GA and/or lender knows when an electronic submission is rejected and what procedures and in place to ensure a timely re-submission.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to add steps as the work progresses.  These should be explained in “Other” on the Workpapers.


Conclusions:


In the Workpapers, the results of work on this element will be written here.  If there is a finding, give the details here.  Also write the Finding, Citation and Requirement in report format.  When there is no finding, give a brief statement that the requirements specified in this element are met.

2C Voluntary Flexible Agreement Review Procedures 
Purpose: 

To identify the provisions of any agreement(s) between the Secretary and the Guaranty Agency that entitles the agency to a waiver(s) of specific regulations pertaining to Guaranty Agency administration, operations and funding under the HEA as amended, 1998.  To review compliance with the agreement and accuracy of ED Form 2000 and supplemental forms submitted to ED.  To ensure the accuracy of amounts received from and paid to ED in conjunction with the terms of the agreement.  To verify accuracy of data provided to ED that is used to evaluate the performance of the Guaranty Agency under the Agreement.  (Reference: Guaranty Agency and ED Flexible Agreements; 1998 Amendments to Higher Education Act of 1965 (P.L. 105-244) Sec.428A)

Document Examples:

Copy of Agreement and Addendums between the Guaranty Agency and the Secretary (see Appendix E.

ED Form 2000 and instructions for the year being reviewed.

Data Mart Shared Reports for GA for Form 1130 and ED Form 1189.

NSLDS reasonability reports

Supplemental ED Form 2000 and instructions for specific Guaranty Agency

A-133 Audit for FY ending 2000 and most current FY end. 

Identification and Definition of Final Performance Measures Report. 

Activity Examples:
Review the VFA Agreement and Performance criteria established by ED. 

(See Appendices E & F)

Develop review plan that addresses the provisions of the specific VFA and add an addendum to each section of the review guide that applies.

Contact internal ED offices for information specific to the VFA.

-Financial Management Services for exceptions in ED Form 2000 reporting, processing and    required documents.

-NSLDS Division for integrity or data acceptance issues specific to the VFA.

-Financial Partner Channel DC staff for results of audits and outstanding issues specific to the VFA.


Verify that processes developed by the guaranty agency comply with the VFA agreement.

Verify the accuracy of data reported to ED and used to calculate Guaranty Agency payments according to the VFA agreement.

Verify integrity of data reported and used for calculating VFA performance metrics.  (See Chart of Data Sources:  Appendix C)


Readily Implementable VFA Performance Measures:

1 Dollar Ratio of Lender Held Loans to the Total GA Loan Portfolio (Lender-Held & GA-Held).

2a and 2b Reinsurance Trigger Rate-Periodic and Cumulative.

3a and 3b Collections Recover Percentage-Periodic and Cumulative

Other Readily Implementable Supplemental Indicators:

1 Data Pass Rate for NSLDS


2a VFA Escrow Account Days difference Measure, and


2b VFA Escrow Account Usage Measure

3 Market Share (The review of underlying data for this measure will be completed in conjunction with an analysis of the recently released NSLDS Technical Update)

Verify integrity of data reported and used for calculating VFA Performance Metrics below.

Dollar Ratio of Lender Held Loans to the Total Loan Portfolio (Lender-held and GA-Held)

Dollar Percentage of Loans in Good Standing

Reinsurance Trigger Rate - Periodic 

Reinsurance Trigger Rate - Cumulative

Collections Recovery Percentage – Periodic

Collections Recovery Percentage - Cumulative 

Cost Neutrality Ratio

Other performance measures 

Conclusion: 



The results of review work on this element will be presented here.  If there is a finding or observation, provide the details here.   Also write the Finding, Citation and Requirement in report format.  If there is no finding or observation relating to this section, please state that the requirements specified in this element are fully met.

2D  Information System Review for Guaranty Agency

2D.1 SYSTEM INFORMATION & TECHNOLOGY


Purpose:


To identify the type of hardware, software, and level of utilization of Information Technology used by the guaranty agency.  (Reference: 34 CFR §682.414)


Document Examples:


Statement from systems officer detailing the hardware and software used by the agency.


Statement from systems officer concerning self-appraisal of Information Technology.


General Controls Documentation.


Configuration Management Plan.


System Development Life Cycle Documentation.


Activity Examples:

Interview systems officer and obtain basic information concerning the computer hardware, including capacity; and the system software. 


Send the systems officer’s statement and the information from the interview to a system person for appraisal.


Determine how information is interfaced if the agency uses different programs for each phase of the loan.  For example, if collection information is on a separate system, how is the data interfaced with the guaranty process so that the agency does not inadvertently guaranty a loan for a borrower with a defaulted loan? 


Verify that the balance of loans that the guaranty agency’s records show as being collected by each collection agency agrees to the records of the collection agency.


Other - since the methodology above may not be all-inclusive, the reviewer may see the need to add steps as the work progresses.  These should be explained in “Other” on the Work papers.


Regional IT Specialist should assist in Comprehensive Guaranty Agency reviews and should also conduct targeted reviews as needed.  Reference IT Review Guide in Folder B, supplemental guides.

Conclusion:


In the Workpapers, the results of work on this element will be written here.  If there is a finding, give the details here.  Also write the Finding, Citation and Requirement in report format.  When there is no finding, give a brief statement that the requirements specified in this element are met.

2D.2 DISASTER RECOVERY PREPARATION

Purpose:

To verify the Guaranty Agency disaster recovery plan is adequate to insure resumption of computer services after a disaster occurs.

Document Examples/Planning:

Disaster Recovery Plan.

Activity Examples:

How often updated?

Does the recovery plan adequately detail managerial control and priority work scope after a disaster?

Has a disaster event been implemented to see what type of outcome was achieved? 

Review existing backup agreements and contracts for all facilities, hardware, software, vendors, suppliers, disaster recovery services, and reciprocal agreements.

Determine if there is insurance and bond coverage in force.  Is it adequate for the agency’s needs, and is the personnel, facilities, records, equipment, products, and services still employed or retained, owned or maintained by the Guaranty Agency.

Determine if appropriate equipment and copies of the plan stored off-site.

Locate and do a site-visit to the backup facility, if appropriate.

Regional IT Specialist should perform these activities during Comprehensive Guaranty Agency reviews and/or as targeted Guaranty Agency reviews.  Reference Disaster Recovery Review Guide in Folder B, supplemental guides.

Conclusion:

In the Work papers, the results of work on this element will be written here.  If there is a finding, give the details here.  Also, write the Finding, Citation, and Requirement in report format.  When there is no finding, give a brief statement that the requirements specified in this element are met. 



Appendix A

Workpaper Instructions

1.  General
The purpose of the workpapers is to provide a uniform record of the work done on each element in the review guide.  The format should not be changed, nor should any information contained in the individual elements be changed.  As information is entered, the format from page-to-page may look skewed, especially the signature section.  However, after all pages of an element are completed and printed, the information on all pages will be aligned correctly.  If not, you may need to format the document.

2.  Header
The information in the header should be completed before work begins in the workpaper section, if the Team Leader has not provided this on disc.  Select View and then Header and type in the institution name, ID number, and Dates Reviewed.  Do not type in page number.  Click on Close.  Add the page number manually after you have completed the workpaper.  This information will not show on the screen but will appear on each page when printed.

3.  Purpose
Make no changes and do not enter any information.

4.  Documents
List all documents used and include (if possible or practicable) them with the completed workpapers.

5.  Activity

Add your methodology

Describe your work that was done for each activity.  Do not repeat the regulations or write what the entity should be doing.  This is supposed to be your write up of what you did; what actions that you took to determine if the entity was meeting the regulatory requirements for the required activity.  Enter N/A for each step that was not used.  Under Other, give a brief description of each activity and give the details of the work done.  See completed workpaper examples attached for reference.

6.  Conclusion

The results of the work done on each element will be written here.  If there is a finding, give the details here.  Also write the Finding, Citation and Requirement in report format.  When there is not finding, give a brief statement that the requirements specified in the element are met.

7.  Name/Signature/Date
These should not be completed on the computer.  After the document is printed, the date, name, and signature of the Review Specialist should be completed in ink.  The name should be clearly printed.

The printed and signed workpapers, a disc with all the work and the documents used should be given to the Team Leader.

Appendix B

Workpaper Examples
Workpaper Examples on Following Pages

Institution:
XYZ Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
March 23-31, 2003
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2A.1 ANALYSIS OF MANAGERIAL CONTROL
Purpose:
To determine the organizational structure, including affiliates, and the legal structure, i.e. private, non-profit, state, etc.  To determine how duties are assigned.  To determine that the management plans are adequate and sufficient for a going concern.

Documents:
Articles of Incorporation for non-profit agencies.

State Charter for state agencies.

Organizational Chart for XYZ agency.

State regulations governing the guaranteed student loan program as of 2001.

Organizational Chart.

Board Minutes for 1998 through 2001.

Activity Examples:
Read Articles of Incorporation or State Charter to determine what terms were agreed to in the establishment of the agency.

· Read the Articles of Incorporation or State Charter, then interview the CEO and other officers to obtain a history of the agency and to determine its structure.  Read early correspondence between the agency, the governor of the state, and the Department.  Information concerning the history of the agency can be verified at the State Corporation Commission Office.  Reports are available concerning the current officers of the corporation.


Document the relationship between the GA and affiliates.

· The Agency is owned, operated controlled and maintained by the state, and has existed since 1919.  As of December 31,1995 assets totaled just over one billion dollars.  The Industrial Commission operates and manages the Agency.  The members are the Governor, the Attorney General and the Commissioner of Agriculture.  The Commission is the tax-exempt authority. 

Institution:
XYZ Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
March 23-31, 2003
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The Agency makes and sells loans to the commission, administers the Loan Finance Program, services the eligible loans sold, acts as trustee for the bonds, administers the state guarantee program, and the escrow agent for the guarantee fund.

Read the Articles of Incorporation or State Charter, then interview CEO and other officers to obtain a history of the agency and to determine its structure.

· Read the enabling legislation, Chapter 15-62.1 of the State code.  The Guaranty Agency was designated as the state agency to administer the guaranteed loan programs.  The law mandates a reserve fund of 2% of the unpaid principal for reinsured loans and 10% for non-reinsured loans.  The funds in the state scholarship revolving fund were required to be deposited as reserves.  According to the Associate Director, this amounted to about $1.8 million.  The agency does not have full faith and credit of the state.  The Associate Director-Guarantor, stated that the guarantor could approach the state and that funds would be provided to enable the guarantor to meet its statutory reserve requirements.  The agency began operations in 1982.

Interview each officer to determine actual duties and responsibilities.  Compare each officer's actual duties and responsibilities with the title and job description of the office on the organizational chart for consistency.

· Some of the Key Subordinate Positions under specific Senior Vice Presidents now report directly to the President and CEO or another Senior Vice President, and this is not shown in the old Position Descriptions that are currently in force.  The Director of Program Review now reports to the Chief Financial Officer not to the President and CEO; the Coordinator of Student Loan Services (now Senior Vice President) now reports directly to the President not the Senior Vice President of Marketing and Client Affairs, the Staff Attorney (now Senior Vice President of Legal Services) now reports directly to the President, not the Senior Vice President of Marketing and Client Affairs.

Determine how management plans are developed, and how these are changed to accommodate the changing business environment.

Institution:
XYZ Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
March 23-31, 2003
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· Major undertakings such as the new system are reviewed and voted upon by the board.  The board is informed of agency activities monthly via the Board Update, an internal publication, and the Loan Advisor, the agency’s regular publication.  The board also is regularly informed of portfolio mix, reviews, audits, etc.  No evidence was found that the board approved cost allocations.


Determine how the officers of the agency report to the Board of Directors.

· In regard to how the officers of the agency report to the Board of Directors; the President reports directly to the Chairman of the Board and the Board, and all the Senior Vice Presidents report directly to the President.  At times, Senior Vice Presidents are requested to conduct special presentations to the Board regarding informational or critical issues.  The Chief Financial officer can only be fired by the Chairman of the Board to ensure that the CFO can refuse to spend funds if he feels it is warranted.  The president or other officers may not be able to coerce the CFO to expend funds illegally.


Determine if the Internal Auditor reports to the Board of Directors.

· The Agency has an Internal Auditor who reports directly to the Board of Directors.

Other:  None

Institution:
XYZ Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
March 23-31, 2003
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Conclusion:
The board is very active in the administration of the FFEL Program.  The review team is confident with the capability of management to establish and maintain fully comprehensive management controls and exercise full management prerogatives over all aspects of the FFEL Program.  Quality controls over all aspects of the FFEL Program are adequate.

Jane Doe








March 31, 2003

Review Specialist







Date

Jane Doe________

Signature

Institution:
ABC Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
April 16-27, 2003
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2A.13 VERIFICATION OF COLLECTIONS

REPORTED ON ED FORM 2000
Purpose:
To determine that the information reported on ED Form 2000 is timely and accurate.  To verify the accuracy of payments posted.

Documents:
ED Form 2000 for December 31, 2002.

Backup documentation for ED Form 2000 for the FY 2002.

The state deposit transmittals.

The collection reports from the collection agencies for FY 2002.

Lotus spreadsheets for borrower sample.

Activity Examples:
From the collection report provided by the collection agency, determine if the collection agency uses both an effective and posting date.  If only one date is used, determine how the guaranty agency verifies that it is the date that the collection agency actually received the payment.

· I tracked 46 borrower payments from the date of receipt through deposit in a Guaranty Agency account to ED Form 1189 to verify that payments are deposited timely and reported to ED within 45 days of receipt by the agency.

Select several borrowers from the collection report as a sample and look at the guaranty agency's system to see which date was used as the effective date of the borrower's payment.  Calculate several of the interest accruals for accuracy.  Compare sample borrower payment received dates to information submitted on ED Form 1189 to determine if ED's equitable share was submitted timely.

I tracked several payments back to claim pay date to insure that collection payments are reported at the correct reinsurance rate.  I interviewed the Accounting & Fiscal Manager, to determine if borrower payments received prior to the payment of reinsurance are reported correctly in Part E.  To determine if reductions to an account resulting from either IRS offset or Administrative Wage Garnishment are reported correctly in Part G or Part J respectively.  I tested several payments and found no IRS offsets reported incorrectly. I tracked 12 borrower payments to determine if the actual date of receipt is used to calculate interest.  I analyzed 4 accounts in the system to determine if the collection agency was capitalizing the interest at the time of claim payment.

Institution:
ABC Guaranty Agency

ID Number(s):
XXX

Dates Reviewed:
April 16-27, 2003
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Other: None

Conclusion:
The Agency is reporting wage garnishment collections in Part F (Collections on Unassigned Accounts and Bankruptcies) of ED Form 1189.  Payments made through a wage garnishment program are to be reported in Part J (GA Administrative Wage Garnishment Collections).

Finding:

Wage Garnishment Collections
The Agency is reporting wage garnishment collections in Part F (Collections on Unassigned Accounts and Bankruptcies) of ED Form 1189.  Payments made through a wage garnishment program are to be reported in Part J (GA Administrative Wage Garnishment Collections).

Citation:
The Guaranty Agency Quarterly/Annual Report Instructions.

Required Action:
The Agency must implement a system to code wage garnishment collections correctly and begin reporting them in Part J (GA Administrative Wage Garnishment Collections).

Jane Doe








April 27, 2003

Review Specialist







Date

Jane Doe
Signature

Appendix – C

Data Source Chart

	Trigger Figure Components:

	Source of data for sample from GA

	· AR-1    Loans Guaranteed (Except Federal Consolidation) 
	· Internal Reports – system

	· AR-2   All Loans Canceled (Except Federal Consolidation)
	· Internal Reports – system

	· AR-3    Federal Consolidation Loans   Guaranteed
	· Internal Reports
· ED Form 2000 back up 

	· AR-4    Federal Consolidation All Loans Canceled
	· Internal Reports
· ED Form 2000 back up

	· AR-5   Uninsured Loans
	· ED Form 2000 backup

	· AR-6   Loans Transferred In
	· ED Form 2000 backup

	· AR-7   Loans Transferred Out
	· ED Form 2000 backup

	· AR-8   Default Claims Paid
	· ED Form 2000 backup

	· AR-9   Bankruptcy Claims Paid
	· ED Form 2000 backup

	· AR-10 Death and Disability Claims Paid
	· ED Form 2000 backup

	· AR-11 Closed School/False Certification Claims Paid
	· ED Form 2000 backup

	· AR-12 Loans Paid in Full
	· System

	· AR-13 Federal Stafford and Unsub Stafford Interim Loans
	· System

	· AR-14 Total Loans in Deferment Prior to First Payment
	· System

	· Loans in Repayment  [(AR-1)+(AR-3)+(AR-6)]   -   [(AR-2)+(AR-4)+(AR-5)+
(AR-7)+(AR-8)+(AR-9)+(AR-10)+(AR-11)+(AR-12)+(AR-13)+(AR-14)]

	· System


Appendix – D

Suggested Review Planning Checklist

	Initial Analysis & Contact

	
	Review all in-house documentation relating to selected review entity.  

	
	Run applicable Data Mart reports and analyze

	
	Run FMS 2000 data. Review & analyze

	
	Review NSLDS benchmark reports

	
	Run applicable NSLDS queries. Review & analyze

	
	Review PEPS information

	
	Write review plan to include purpose scope and elements to be reviewed or elements of special focus during the review.   

	
	Establish number of team members and duration of site visit.

	
	Establish tentative review date.

	
	Contact the Chief Official of the Guaranty Agency to explain purpose, scope and proposed date of review.  

	
	Identify agency liaison as contact person for the review.    

	
	Contact agency liaison to confirm on site review logistics.

	
	Arrange tentative date for site visit prior to review if needed.

	
	Send confirmation to Chief Agency Official.  

	
	Send confirmation letter with document request form to designated agency contact, with copy to chief agency official. Request all data and documentation to be provided within 15 business days.

	
	

	Review all data and documents

	
	Review all data and documentation obtained and determine if adequate

	
	Contact GA and discuss any problems with missing or incomplete documentation.

	
	Import all data into IDEA. Analyze and test as applicable. Note concerns and discrepancies. Extract samples for further review as applicable.

	
	Define analysis required prior to the site visit for the designated review elements, including preparation of spreadsheets and sample selection when appropriate.  

	
	Provide team members with work plan, timeline and duties for review preparation and elements to review off site and follow-up on site.  

	
	Provide each team members with in house information and documents from the agency for the designated review element.

	
	Set up visit to GA prior to review, if necessary. Clarify scope, data request and obtain additional documentation. 

	
	Monitor the progress on review preparation by the team and by the Guaranty Agency.  Adjust time line as necessary.

	
	


Appendix E

Voluntary Flexible Agreements signed 

FY 2001.

1 ASA

2 CSAC

3 GREAT LAKES

4 TG

See Folder H, Voluntary Flexible Agreements

Appendix F

Example of a VFA Review Plan

Guaranty Agency That Implements a VFA
Examples of Activities:

Pre Review:

Documents

· Data from reports accepted by ED (Final Monthly and Annual ED Form 2000 and Supplemental ED Form 2000).  

· Data from FMS Weekly Requests for Claims (from FMS)

· Data Mart reports 

· NSLDS 

· Selected NSLDS Queries

· NSLDS Bench Marks

· NSLDS Score Card

· NSLDS – ED Form 2000 reasonability edits for FY 2001

· 1130 reasonability edits for FY 2000  

· Data from Form 1130 and 1189 for fiscal year 2000, (Fiscal year 1999 or FY 2000 activity report)

Select Samples:

Delinquent Loans 

Cured delinquent loans

Collection data

Collection Cost data

(See chart for trigger figure calculation data Appendix E.

From Agency

· Procedure Manual for changes in processes due to VFA.  
· Internal Audits of VFA.

Sample Methodology 

Interviews:

· Interview Guaranty Agency President, Chief Financial Officer, and Officers responsible for the implementation of VFA, including those responsible for claim processing and payments, default aversion, ED reporting, and collections.  

· Request current status and changes in operations that have occurred since the effective date of the VFA. 

· Interview Internal Audit for method and results of audits conducted of VFA.

· Determine internal performance measures GA use to measure the effectiveness of VFA.

· Discuss concept of fair uniform cure rate and the data that could be used to calculate nationally.  

Escrow Account 

Establishment:

· Verify ending balance of Federal Fund

· Verify beginning balance of escrow account

· Verify working capital reserve was transferred to escrow account

· Verify that no 422(h) and (i) monies are in escrow account and are in appropriate separate accounts.

· Review escrow account ownership and verify that ED has full and complete access to the account as required by law and the VFA agreement.

Usage:

· Verify accuracy and timeliness of escrow account transactions
· Verify that transactions are made in accordance with terms of VFA

· Verify audit trail of transactions that impact escrow account is adequate.

· Verify that no withdrawals are made from the escrow account without notification to ED.

· Collect data:  Number of times funds are extracted from escrow account.  (For Performance Metric Table 2 - VFA Escrow Account Usage Measure) 

Calculation of Performance Based Fee  

· Verify that the method used by the GA to calculate the Performance Based Fee is in compliance with the terms of the Agreement.  

· Verify that the number of cures used to calculate the fee is accurate.  –

· Verify that the number of defaults used to calculate fee is accurate.

· Verify accuracy of Original Principal Balance of Open Loans used to calculate fee.  Compare with NSLDS reporting. 

· Verify that cured accounts used to calculate “cure rate” meet the requirements of the VFA agreement  (account > 60 days delinquent becomes <30 days delinquent due to payment, deferment, forbearance or combination).  Review the Default Aversion processes and verify that the agency procedures are in compliance with the terms of the agreement and that payments and curing documents are processed promptly.
·  Determine if the number of repeat delinquency and cures can be trailed on system.   
Payment of Claims 

· Review methodology used by GLHEC’s to calculate estimated claims payment fund requests.

· Review reconciliation process of claim payments requested with amount actually paid to lenders.

· Verify that refunds or adjustments to agency requests are made to accommodate any overpayments based upon weekly claims estimate.
· If interest is due ED for claims overpayment, verify it is being calculated accurately and paid timely.
· Collect and record the average number of business days between the claim payment from the GA to the lender and the reinsurance payment from ED. (GA (Performance Measure Table 2, 2a -VFA Escrow Account Days Difference Measure) 
Collections Recoveries

· Analyze basis for calculating actual collection costs.  Verify that 100% of collection recoveries minus actual collection costs are credited to ED.

·  Verify that collection recoveries and appropriate interest on collections are reported promptly to ED.  

· Verify the accuracy of collection costs that are deducted from collection recoveries.  

Insurance Premiums 

· If Great Lakes collects insurance premiums, verify that they are being deposited into the escrow as required (verify accuracy and timeliness).  Check back with Dawn regarding deposits.  Did not have time to review transactions for Federal Accounts.

Waivers

· Verify that conditions not waived for claim payments and reinsurance coverage in 682.406 are met.  (The VFA agreement waives 682.406 to the extent it requires a guaranty agency to meet certain timing requirements to file for reinsurance). 

Special Programs:

Certified Compliant Servicer Program:  
· Review agreements between Lender/Servicers and the Guaranty agency for the pilot Certified Compliant Servicer program.  

· Verify that GLHEC’s is enforcing the terms of its agreement for the pilot Certified Compliant Servicer (CCS) Agreement.

· Review Compliance Officers sampling method and test results for participating lenders and servicers to ensure that claims submitted are eligible for reinsurance.  

Shared Collection Due Diligence Program: 

Review Shared Due Diligence activities Pilot.

· Review controls in place to ensure that both GLHEGC and the Lender are in compliance with the Shared Due Diligence Agreement.

(i) Implemented VFA Performance Measures  

· Review the integrity of data reported during the VFA base year (FY 2000) for Guaranty Agency performance measures.

· Review the integrity of data reported to ED for review period and comparable data reported during the same period during the base year (FY2000).  Review Data used to measure performance for the following formulas: 

· Dollar Percentage of Loans in Good Standing. 
· Reinsurance Trigger Rate  
· Review the integrity of data reported to ED for selected quarters during FY 2001 and December 31, 2002 and March 31, 2002 and comparable data reported during same period during FY 2000.  

· Review data used to measure performance for the following formula:

· Collections Recovery Percentage.

· Verify integrity of data reported to ED during selected periods that is used to analyze cost neutrality as described in the following performance measure:

· Cost Neutrality Ratio

· Net Claims
· Performance Based Fee

· Collection Costs Defaults

(ii) Potential VFA Performance Measures

· Interview Guaranty Agency Officials to determine internal performance measures they use to measure the effectiveness of the VFA.

· Determine integrity of data used by the Agency to measure its performance.  

· Select potential performance measures that are applicable to the VFA being reviewed for which data is not readily accessible to ED and determine if sufficient data is retained by the agency for future reporting. 

· Review data on Default Aversion Activities, including number of requests for DAR, number of cures and aging of delinquent loans prior to cure.
· Identify if the dollar amount of principal and interest is collected and retained at the time Default Aversion Requests are submitted and at the time the loans(s) are cured.  
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REVIEW PROCEDURES
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