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At 34 C.F.R. § 600.2, a “regular student” is defined as a “person who is enrolled or 
accepted for enrollment at an institution for the purpose of obtaining a degree, certificate, 
or other recognized educational credential offered by that institution.” 
 
Based on discussions with KATS officials and a review of hard-copy student files, we 
found that during our audit period, Academic Year (AY) 2002-03, KATS enrolled high 
school students who were not above 18 years-of-age as regular students.  Postsecondary 
students and high school students under the age of compulsory school attendance were 
enrolled in the same programs, received the same instruction from the same instructors, 
and received the same diplomas certifying program completion.  High school students 
represented 46 percent of the students enrolled at KATS.  
 
In response to our finding, KATS officials told us that they did not know that their 
enrollment of high school students under the age of 18 was a violation of Title IV 
institutional eligibility requirements.  They said that the school continues to enroll such 
students, as do other area technical schools in Kansas.  
  
Recommendations: 
 
We recommend that the Chief Operating Officer for Federal Student Aid (FSA) 

1. Take immediate action under 34 C.F.R. § 600.41 to terminate KATS’ 
participation in the Title IV programs as a result of it not being an eligible 
institution;  

2. Review KATS’ enrollment practices prior to AY 2002-03 to identify those 
periods in which it was not in compliance with the Title IV institutional eligibility 
provisions discussed in this report; and 

3.  Require KATS to return the amount of Title IV aid distributed to its students 
during AY 2002-03 ($882,445), as well as the amount of such aid distributed 
during those periods in which it was not in compliance with the Title IV 
institutional eligibility provisions.  For AY 2002-03, $374,040 in Federal Pell 
grants should be returned to the Department and $508,405 in Federal Family 
Education Loans (FFEL) to the appropriate lenders on behalf of the borrowers.  
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AUDITEE COMMENTS AND OIG RESPONSE 
 
KATS disagreed with the finding and all of the recommendations of the draft audit 
report.  Its comments on the report (full text enclosed) specifically addressed both the 
finding and the recommendations.  The following is a summary of KATS’ comments and 
our response to the comments.  It is organized in the same order and under the same 
headers as the KATS response.   
 
KATS is eligible to participate in Title IV programs because KATS is an alternative 
educational program, as defined by Kansas law.   
 
KATS acknowledged that the age of compulsory school attendance in Kansas is 18 years-
of-age, but notes that there is an exemption to this requirement that states that a child who 
is 16 or 17 years-of-age is exempt from the general compulsory education requirement if 
“the child is regularly enrolled in a program recognized by the local board of education as 
an approved alternative educational program.” 
 
Although Kansas law does not define “alternative educational program,” KATS states 
that it qualifies as an alternative educational program for several reasons: 

• KATS has had a Vocational Education Agreement with each of the school 
districts participating in its programs since before 1993. 

• This agreement establishes “a concrete and defined relationship” between KATS 
and the participating school districts, which includes 

a. An agreement to cooperate in the maintenance and administration of 
KATS programs, and 

b. Contribution of funds to pay for operations at KATS.   

• KATS provides programs that are different from the educational program of each 
school. 

 
OIG Response 
 
The arguments and documents presented did not convince us that KATS in fact qualified 
as an “alternative educational program” under the Kansas compulsory education statute.  
The Kansas statute exempts 16- and 17-year olds from attendance at the local public 
school if the students are enrolled in an approved alternative program.  However, as 
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acknowledged in KATS’ response, these students remain enrolled in their local public 
school, and take courses both at KATS and the local public school.  The KATS programs 
count toward the student’s required number of credits for graduation at the high school 
the student is attending, not as an alternative to earning a high school diploma.  
Therefore, we concluded that the KATS program is an integral part of the students’ high 
school education and not an alternative to high school. 
 
The Vocational Education Agreements provided by KATS with its response also do not 
indicate that the programs offered qualify as alternative programs.  KATS did not provide 
any legislative history or other independent support for its position that its programs 
qualify as an alternative program under the compulsory education statute.  
 
In its response, KATS also presented no evidence to alter our conclusion that the high 
school students were admitted as “regular students.”  Without conceding the issue, KATS 
assumed for the sake of discussion that they were admitted as regular students. 
 
KATS is eligible to participate in Title IV programs because the 17 participating 
school districts are taking additional steps to solidify KATS’ current status as an 
alternative education program, as defined by Kansas law. 
 
KATS stated that, as of March 11, 2004, 9 of its 17 participating school districts had 
approved a resolution recognizing KATS as an alternative educational program effective 
July 1, 1997 and that the remaining 8 districts are expected to do likewise at upcoming 
meetings.  It points out that these resolutions are a formality but that it wants to ensure 
that all bases are covered and that its existing status as an alternative educational program 
is “fortified.” 
 
OIG Response 
 
Our review of the above comments did not change our position.  The copies of the above-
stated resolutions by local school boards (included with the attachment to this report) 
were signed between February 19 and March 8, 2004.  Retroactive approval would not 
alter our conclusion.  Institutions must be eligible to participate in the Title IV programs 
at the time Title IV funds are received. 
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KATS is eligible to participate in Title IV programs because the Kansas compulsory 
school attendance statute has been amended to include a specific exemption for 
children enrolled in a postsecondary educational institution. 
 
KATS stated that the Kansas House of Representatives had approved an amendment that 
states a child who is 16- or 17-years-old is exempt from compulsory attendance 
requirements if “the child is concurrently enrolled in a postsecondary educational 
institution,” which refers to area vocational schools such as KATS as well as universities 
and colleges.  The proposed amendment would be “applicable to children from and after 
July 1, 1997.”  As of the date of KATS response, the proposal had not been passed by the 
Kansas Senate. 
 
OIG Response 
 
Because the amendment has not been enacted, it provides no basis to alter our conclusion. 
  
Even if KATS is found to have violated Sections 101 (a)(1) and 102 (c)(2) of the 
Higher Education Act, the Draft Audit Report does not justify the excessive 
sanctions that it recommends. 
 
KATS commented that the recommendations of the draft audit report are not supported 
by legal authority or other justification.  It cites the U.S. General Accounting Office’s 
(GAO) Government Auditing Standards in stating that audit recommendations should 
“logically flow from the findings and conclusions and need to state clearly the actions to 
be taken.”  The recommendations are most constructive when they are “directed at 
resolving the cause of identified problems, action oriented and specific, addressed to 
parties that have the authority to act, practical and, to the extent feasible, cost effective 
and measurable.” 
 
KATS noted that since it did not distribute Title IV funds to ineligible students there was 
no harm to the federal interest and the funds were used for their “lawful intended 
purposes.”  It stated that the draft audit report provides “no basis for recommending that 
KATS lose its institutional eligibility or return its Title IV funding.” 
 
OIG Response  
 
Our review of the above comments did not change our position.  In order to lawfully 
distribute Title IV funds to a student, the student must be eligible, he or she must be 
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enrolled in an eligible program, and the institution distributing the funds must be eligible 
to participate in the Title IV programs.  Congress set requirements for the types of 
institutions it intended to participate in these programs.  By virtue of KATS’ failure to 
satisfy one of these requirements, it was not such an institution and its students should not 
have received Title IV aid.  KATS distributed federal funds that were not lawfully its to 
distribute.  The recommendations in our report lawfully, logically, and reasonably flow 
from KATS’ noncompliance.  The legal citations we offer in the report justify our finding 
and our recommendations flow from the finding.  From the federal perspective, the 
recommendations satisfy the GAO Government Auditing Standards.  They are “action 
oriented and specific” and are directed to the Department’s Chief Operating Officer for 
Federal Student Aid, who is the party with the authority to act. 
 
Even if KATS is found to have violated Sections 101(a)(1) and 102(c)(2) of the 
Higher Education Act, and even if the appropriate remedy is determined to be 
return of Title IV funds, the amount should be lower because: (1) the Draft Audit 
Report did not accurately identify the amount of Title IV funds disbursed in AY 
2002-03, and (2) the Draft Audit Report did not use the actual loss formula in 
recommending an amount to be returned. 
 
KATS commented that the draft audit report overstates the amount of Title IV funds 
disbursed to its students during our audit period, AY 2002-03.  It noted that its records 
show that $720,168 in Pell grants and FFEL loans were disbursed in that year, as opposed 
to the $882,445 cited in the report.  KATS also pointed out that the report did not take 
into account Department policies that require the application of an actual loss formula.  It 
noted that, if the formula is not used, there would be a windfall to the federal government 
due to payment by KATS and subsequent collection from borrowers on the same loans. 
 
OIG Response 
 
Our review of the above comments did not change our position.  The difference between 
the KATS total Title IV disbursement figure and the one cited in our draft audit report is 
due to a difference in the FFEL disbursement figure KATS cited ($346,128) and the 
figure in our report ($508,405).  Our figure was drawn from the National Student Loan 
Data System (NSLDS), and KATS stated that its figure was from school records.  KATS 
provided no evidence for us to conclude that FFEL disbursements were in fact less than 
those recorded in NSLDS.  KATS can present additional evidence on the disbursement 
amounts during audit resolution.  Use of the actual loss formula to resolve questioned 
costs is at the discretion of the Department and is appropriately handled during the audit 
resolution process.  The details of any repayment instructions will insure that there is no 
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duplicative recovery.  We did modify Recommendation 3 to clarify that FFEL funds 
should be returned to the lender.   
 

BACKGROUND 
 
KATS is one of 11 area technical schools in Kansas that were established pursuant to 
state law enacted in 1963.  The Council on Occupational Education is the school’s 
accrediting agency.  In addition to serving postsecondary students, KATS serves high 
school students from 17 school districts in and around the city of Topeka.  
Administratively, it is part of Topeka Public Schools, Unified School District No. 501, 
and is under the oversight and coordination of the Kansas Board of Regents.  KATS 
identifies its mission as offering “educational opportunities to high school, 
business/industry and adult students by providing quality technical training to meet 
individual and labor market needs.”   
 
The KATS Internet site notes that it offers over 30 diploma programs.  In AY 2002-03, 
KATS enrolled 1,124 individuals in these programs, 517 of which were high school 
students.  Students who enroll at KATS at the beginning of their junior year of high 
school are able to graduate with a KATS diploma at the end of their senior year in high 
school.  High school counseling staff stated that KATS courses taken by high school 
students count as electives towards high school graduation requirements.  During AY 
2002-03, KATS students received $882,445 in Title IV financial aid ($374,040 in Pell 
grants and $508,405 in Federal Family Education Loan disbursements). 

 
OBJECTIVE, SCOPE, AND METHODOLOGY 

 
Our objective was to determine if KATS was in compliance with the requirement that 
postsecondary vocational institutions must admit as regular students only individuals who 
have a high school certificate or its equivalent or are beyond the age of compulsory 
school attendance in order to be eligible to participate in Title IV Student Financial 
Assistance programs.   
 
To accomplish our objective, we 

• Reviewed applicable sections of the HEA and regulations;   

• Reviewed state law regarding the age of compulsory school attendance;   

• Reviewed hard-copy student files;   

• Reviewed print-outs from the KATS electronic student information system;  
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• Reviewed KATS policy and procedure documents; and 

• Interviewed KATS managers and staff.   
 

For our review of student files, we randomly selected 52 files from 3 programs, which, 
we had been informed, were popular, or fully enrolled (Automotive Technology, 
Collision Repair, and Electricity, Heating, and Air Conditioning).  We tested the 
accuracy, authenticity, and completeness of the data in the school’s electronic student 
information system by comparing them to source records in the 52 hard-copy student 
files we had selected.  We concluded that the data contained in these systems were 
sufficiently reliable to be used in meeting the audit’s objective.   
 
We performed on-site fieldwork at KATS offices from September 29 through October 2, 
2003, on which day we held a field exit conference.  We conducted additional review and 
analyses of the materials we had obtained in our Kansas City office from October 6 
through 30, 2003, and held the final exit conference on November 6, 2003.  We 
conducted the audit in accordance with generally accepted government auditing standards 
appropriate to the scope of the audit described above.   
 

STATEMENT ON MANAGEMENT CONTROLS 
 
We did not assess KATS’ management control structure applicable to its participation in 
Title IV programs because it was not necessary to achieve our objective.   
 

ADMINISTRATIVE MATTERS 
 
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 Departmental action on 
the audit: 
 
    Theresa S.  Shaw 
    Chief Operating Officer 
    Federal Student Aid  
    U.S. Department of Education 
    Union Center Plaza, Room 112G1 
    830 First Street, NE 
    Washington, DC 20202  
    






















