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Dear Mr. Woods and Ms. McLaughlin:

This Final Audit Report (Control Number ED-OIG/A05-A0025) presents issues identified
during our audit of Great Lakes Higher Education Guaranty Corporation’s (Great Lakes
Guaranty) administration of the Federal Family Education Loan (FFEL) Program Federal and
Operating Funds. The purpose of our audit was to determine whether Great Lakes Guaranty
complied with the Higher Education Act of 1965, as amended (HEA) and regulations governing
the establishment and operation of the Federal and Operating Funds during the fiscal year (FY)
ending September 30, 1999.

AUDIT RESULTS

In this report, we identify two issues which warrant your attention because of their potential
negative impact on the stability of the FFEL Program Federal Fund at Great Lakes Guaranty and
possibly other guaranty agencies. We also discuss a related point in the Other Matters section of
the report. U.S. Department of Education (ED) officials informed us that they were aware of the
issues and have initiated action to address some of our recommendations. We are separately
reporting our findings on Great Lakes Guaranty’s compliance with the HEA in administering its
Federal and Operating Funds under Control Number ED-OIG/A05-A0002.

We provided ED officials a draft report. Student Financial Assistance (SFA) provided comments
and the Office of Postsecondary Education did not respond. SFA generally concurred with two
of the three issues in our draft report. We modified the report where appropriate to address their
comments. SFA did not agree with the issue regarding assets transferred from the Federal Fund
to the Operating Fund. SFA stated that Great Lakes Guaranty’s actions pertaining to the transfer
were consistent with the intent of the HEA. We deleted the recommendations and moved our
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