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Mr. Carl Spatocco

Executive Director

All-State Career School

501 Seminole Street

Lester, PA 19029

Dear Mr. Spatocco:

This Final Audit Report (Control Number ED-OIG/A03-B0014) presents the results of our audit of the Ability-to-Benefit (ATB) testing process of All-State Career School (All-State).

A draft of this report was provided to All-State.  In its response, All-State indicated that it did not concur with the audit finding and recommendations.  Specifically, All-State stated the findings in the draft report were without merit.  We summarized All-State’s response in this report’s “Audit Results” section, under “All-State’s Reply.”  A copy of All-State’s response, without its attachments, is provided as an attachment to this report.

BACKGROUND
All-State provides Class A and B Commercial Driver’s License Driver Training programs and an Advanced Tractor Trailer Driver’s Training program at locations in Lester, PA, and Baltimore, MD.  The Accrediting Commission of Career Schools and Colleges of Technology accredits the school.  Admissions requirements for all programs generally require that students possess a high school diploma or its equivalent.  Applicants who do not have a high school diploma or its equivalent may also be admitted provided they can demonstrate they have the ability to benefit from the education or training offered by successfully passing the Wonderlic Basic Skills Test (WBST).  The WBST is a short form measure of adult language and math skills, which are generally learned in high school.  The WBST is approved by the Department of Education (ED) for use in qualifying non-high school graduates to receive Federal financial assistance for postsecondary training under Title IV of the Higher Education Act of 1965, as amended (HEA).

From July 1, 1997, through June 30, 2000, All-State disbursed approximately $55,000 in Federal  Supplemental Educational Opportunity Grants, $1.5 million in Federal Pell Grants, and $7.9 million in Federal Family Education Loans.

AUDIT RESULTS

Our audit disclosed that All-State generally administered the ATB testing process in accordance with test publisher procedures, the HEA, and implementing regulations.  However, we did identify a weakness in the ATB testing process at the school, as noted below.

Finding:
Ability-To-Benefit Retesting Requirements Were Not Always Met 

Our review revealed that All-State did not always comply with Wonderlic’s procedures for administering retests of the WBST.  We found that during the period July 1, 1997, through November 12, 2000, 12 students who received $57,994 in Title IV Student Financial Aid (SFA) funds at All-State were improperly admitted to the institution after passing a WBST that was not conducted in accordance with the publisher’s established procedures for retesting.

Section 484 (d) of the HEA states that—

In order for a student who does not have a certificate of graduation from a school providing secondary education, or the recognized equivalent of such certificate, to be eligible for any [Title IV program] assistance . . . 

(1) The student shall take an independently administered examination and shall achieve a score, specified by the Secretary, demonstrating that such student can benefit from the education or training being offered.  Such examination shall be approved by the Secretary on the basis of compliance with such standards for development, administration, and scoring as the Secretary may prescribe in regulations.

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

The regulations at 34 CFR § 668.151(d)(2) provide that a test is properly administered if the test administrator, among other requirements, “[a]dministers the test in accordance with instructions provided by the test publisher, and in a manner that ensures the integrity and security of the 

test . . . .”

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

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

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

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

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

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

Of the twelve students who passed an improperly administered WBST retest, we found that 1) one student retested more than once on the same WBST form, 2) one student was retested on the same WBST form before 60 days had elapsed since the student’s initial test on that form, and 3) ten students were retested on the same WBST form that they were initially administered without testing on the alternate form.  Nine of the twelve students who were not appropriately retested by All-State and were improperly admitted to the school successfully completed their courses and graduated.

All-State lacked adequate controls to verify that WBST retests were conducted in accordance with the guidance provided by its publisher.  This lack of adequate controls resulted in invalid ATB determinations, improper admission of students, and disbursements of $57,994 of Title IV, HEA program funds to ineligible students.
Recommendations:

We recommend that the Chief Operating Officer for Student Financial Assistance require All-State to—

1. Repay $13,543 in Federal Pell Grant funds and $840 in Federal Supplemental Educational Opportunity Grants to ED, and $43,611 in Federal Stafford Loan funds to the appropriate lenders, for the grants and loans made to the 12 students who were improperly admitted to All-State after passing a retest of the WBST that was not conducted in accordance with the publisher’s procedures.

2. Strengthen its management controls to verify that WBST retests are conducted in accordance with the publisher’s procedures.

All-State’s Reply:

All-State indicated that it did not concur with our finding and recommendations.  All-State believes that our finding is without merit because it is based on a misreading of the applicable law and regulations, particularly as the sources relate to the responsibilities of the test publisher and independent test administrator, rather than the institution, to administer ATB tests.  All-State’s response states—

In accordance with [34 CFR §§ 668.150, 668.151, and 668.154], the School should not bear any responsibility for any alleged failures because of its sharply limited role in the testing process.  Clearly, the principal responsibility for preparing, administering, scoring, and reviewing the quality of the ATB exams rests squarely with the publisher, in this case Wonderlic, Inc., and the ITA, and therefore they, not the School, should be held accountable for any alleged errors.

*      *      *      *      *

[T]he institution may not be held liable for any errors by the publisher or ITA.  Such a finding is mandated by the Secretary’s strong promise that “[he] will not hold institutions financially responsible if they award Title IV, HEA Program funds to ability-to-benefit students who present evidence that they passed approved tests as long as the institutions did not interfere with the independence of the testing process and were not involved in the testing process.”  60 Fed. Reg. at 61836  [Emphasis deleted.]

*      *      *      *      *

[Section] 668.154 specifically states that an institution may be found liable in only three situations: (1) when the institution uses a test administrator who is not independent from it; (2) when the institution compromises the testing process; and (3) when the institution is not able to show that a student passed an approved test.  Clearly, none of these three factors applies in this case.  The School utilized a properly certified and independent ITA.  Moreover, there is no suggestion that the School compromised the testing process in any way or failed to maintain records that students passed an approved test.

In its response All-State contends that it had no knowledge of the retesting errors because it did not receive any exception reports listing improper retest administrations from the publisher.  All-State also argues that it could not assert any influence over the ATB testing process because to do so would violate the independence of the test publisher and the ITA.

In addition, All-State stated that while it does not concede that the Draft Report’s finding is valid, the alleged repayment liability is significantly overstated.  All-State explained that the liability listed for the finding should exclude the Title IV funds received by the nine students that graduated because their successful academic performance in and of itself demonstrates their ability to benefit from the institution’s training.  In addition, All-State believes that the repayment liability for the three students who did not graduate is overstated because the finding did not apply the Department’s Actual Loss Formula.

All-State also stated that the 12 students cited in the finding received a total of $42,591 in Title IV loan funds.

OIG’s Response:

We reviewed All-State’s comments but our finding remains unchanged.  Under 34 CFR 

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

In addition, 34 CFR § 668.151(g) requires institutions to maintain records documenting—

(1) The test taken by the student;

(2) The date of the test; and

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

The “Individual ATB Score Report” that Wonderlic uses to report the results of its ATB test clearly identifies the test forms upon which each score is based.  In addition, for 11 of the 12 students in question, the “Individual ATB Score Report” included a notification that “[t]his score report may be used in making Title IV determinations if and only if the test was administered in full compliance with Wonderlic’s published ATB testing procedures, including those governing retests.”

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

Under 34 CFR § 668.154—

An institution shall be liable for the Title IV, HEA program funds disbursed to a student whose eligibility is determined under this subpart only if the institution—

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

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

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

We do not agree with All-State that “[t]here is no suggestion that the School . . . failed to maintain records that students passed an approved test.”  Since the records that All-State maintains show that the students did not take the approved version of the test that was applicable to their circumstances, the records fail to show that the students passed an approved test.  As a result, our position does not conflict with the Secretary’s statement quoted by All-State, since the Secretary’s statement concerning financial responsibility is limited to students who “present evidence that they passed approved tests.”

In addition, we do not agree with All-State’s assertion that it is precluded from following our recommendations because to do so would violate the independence of the test publisher and the ITA.  Our recommendations would not require All-State to influence the testing process; they would only require All-State to make reasonable determinations of eligibility based on the information available to it.

All-State’s response also explained that it believes the asserted liability for the audit finding is overstated because 9 of the 12 students graduated and the Actual Loss Formula was not used for the 3 students that did not graduate.  We do not agree that the asserted liability is overstated.  Any monetary liability owed by All-State with respect to this finding will be determined by the appropriate Department officials during the audit resolution process.

Based on All-State’s response and documentation, we recalculated the total amount of Federal Stafford Loan funds received by the 12 students and determined that it is $43,611.  We have revised our first recommendation to reflect this amount.

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of our audit was to determine whether All-State properly administered its ATB testing process in accordance with the test publisher’s procedures, the HEA, and regulations.

To accomplish our objective, we reviewed Wonderlic’s data, compared it to data in the National Student Loan Data System, and identified 24 SFA recipients at All-State who, during the period July 1, 1997, through November 12, 2000, either did not receive a passing score on the WBST (12) or were apparently not tested in accordance with Wonderlic’s retesting procedures (12).  For all 24 SFA recipients, we reviewed the student files at All-State that included admission, academic, financial aid, and fiscal information.

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

We reviewed the terms of compensation for All-State’s Independent Test Administrator (ITA) and its accounting records for compensation paid to the ITA.  We interviewed All-State’s personnel and ITA to obtain an understanding of the ATB testing process at the institution.  We also reviewed All-State’s SFA audit reports, prepared by McClintock and Associates, Certified Public Accountants, for the years ended October 31, 1998, 1999, and 2000, and a program review report prepared by the Pennsylvania Higher Education Assistance Agency.

We conducted our fieldwork at All-State’s campus in Lester, PA, from May 7, 2001, through May 9, 2001.  We also conducted fieldwork at Wonderlic, Inc., in Libertyville, IL, from November 13, 2000, through November 17, 2000.  Our exit conference was held on May 9, 2001.  Our audit was performed in accordance with government auditing standards appropriate to the scope of the audit described above.

STATEMENT ON MANAGEMENT CONTROLS

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

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

· Procedures for Administering ATB Tests.

Because of inherent limitations, a study and evaluation made for the limited purpose described above would not necessarily disclose all material weaknesses in the management controls.  However, our assessment disclosed a management control weakness that adversely affected All-State’s ability to administer ATB tests.  This weakness is discussed in the Audit Results section of this report.

ADMINISTRATIVE MATTERS

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

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




Mr. Greg Woods




Chief Operating Officer




Student Financial Assistance




Regional Office Building, Rm. 5132




7th and D Streets, SW




Washington, DC 20202

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

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

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

Sincerely,

Bernard Tadley

Regional Inspector General for Audit

Attachment
�  We have adjusted the amount, and other amounts in this report, to reflect the full amount of the Title IV aid received by students, rather than the amount disbursed.
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