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DUKE UNIVERSITY
Schedule of Findings and Questioned Costs
Y ear ended June 30, 2007

Summary of Auditors Results
(@ Thetype of report issued on the financial statements: unqualified opinion

(b) Significant deficiencies in internal control were disclosed by the audit of the financial statements:
nonereported Material weaknesses: none

(c) Noncompliance which is material to the financial statements: none

(d) Significant deficienciesin internal control over major programs. nonereported
Material weaknesses: none

(e) Thetype of report issued on compliance for major programs. unqualified opinion

(f)  Any audit findings which are required to be reported under Section .510(a) of OMB Circular A-133:
see findings 07-1 through 07-6

(g) Major programs. Research and Development Cluster; Microbiology and Infectious Disease
Resear ch (CFDA 93.856); and Student Financial Aid Cluster

(h)  Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000
(i)  Auditee qualified as alow-risk auditee under Section .530 of OMB Circular A-133: yes

Findings Relating to the Financial Statements Reported in Accordance with Government Auditing
Standards: none

Findings and Questioned Costs Relating to Federal Awards
Finding No. 07-1: Return of Title 1V Funds Not Processed Timely

Federal agency: Department of Education

Program: Student Financial Aid

CFDA #: 84.xxx

Grant number: PO6P20021926, PO07A 063087, PO33A063087
Project period: July 1, 2006 — June 30, 2007

Cluster: Student Financial Aid Cluster

Criteria

Returns of Title IV funds are required to be deposited or transferred into the Student Financial Aid account
or eectronic fund transfers initiated to the Department of Education (ED) or the appropriate Federa
Family Education Loan Program lender as soon as possible, but no later than 45 days after the date the
institution determines that the student withdrew. Returns by check are late if the check is issued more than
45 days after the institution determined the student withdrew or the date on the cancelled check shows the
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DUKE UNIVERSITY
Schedule of Findings and Questioned Costs
Y ear ended June 30, 2007

check was endorsed more than 60 days after the date the ingtitution determined that the student withdrew
(34 CFR section 668.173(b)).

Condition
Of the 28 students selected for testwork, the refunds for 9 students were not processed timely.

Cause

Administrative oversight.

Questioned Costs

Not determinable.

Recommendation

We recommend that the University process refunds in a timely manner to ensure compliance with the
applicable requirements.

Management Response

In response to this finding, the University revised its process through which student withdrawals are
granted. Previoudly, deans had the ability to back-date withdrawals at their discretion. In some cases, this
meant refunds were not in compliance with federal guidelines by the time the financial aid office was
notified of the withdrawal. The policy has been revised to state that the withdrawal date is effective the
date the dean is notified of the student’ s withdrawal.

Finding No. 07-2: Return of TitlelV Funds Not Calculated Correctly

Federal agency: Department of Education

Program: Student Financial Aid

CFDA #: 84.xxx

Grant number: PO6P20021926, PO07A 063087, PO33A063087
Project Period: July 1, 2006 — June 30, 2007

Cluster: Student Financial Aid Cluster

Criteria

When a recipient of Title IV grant or loan assistance withdraws from an institution during a payment
period or period of enrollment in which the recipient began attendance, the ingtitution must determine the
amount of Title IV aid earned by the student as of the student’s withdrawal date. If the total amount of
Title 1V assistance earned by the student is less than the amount that was disbursed to the student or on his
or her behalf as of the date of the institution’s determination that the student withdrew, the difference must
be returned to the Title IV programs as outlined in this section and no additional disbursements may be
made to the student for the payment period or period of enrollment. If the amount the student earned is
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greater than the amount disbursed, the difference between the amounts must be treated as a post-
withdrawal disbursement (34 CFR sections 668.22(a)(1)-(3)).

The amount of earned Title IV grant or loan assistance is calculated by determining the percentage of Title
IV grant or loan assistance that has been earned by the student and applying that percentage to the total
amount of Title IV grant or loan assistance that was or could have been disbursed to the student for the
payment period or period of enrollment as of the student’s withdrawal date. A student earns 100 percent if
his or her withdrawal date is after the completion of more than 60 percent of (1) the calendar days in the
payment period or period of enrollment for a program measured in credit hours; or (2) the clock hours
scheduled to be completed for the payment period or period of enrollment for a program measured in clock
hours (34 CFR section 668.22(€)(2)). Otherwise, the percentage earned by the student is equal to the
percentage (60 percent or less) of the payment period or period of enrollment that was completed as of the
student’ s withdrawal date. The percentage of Title IV grant or loan assistance that has not been earned by
the student is the complement of one of these calculations. Standard term-based institutions must always
use the payment period as the basis for the determination.

The unearned amount of Title IV assistance to be returned is calculated by subtracting the amount of Title
IV assistance earned by the student from the amount of Title IV aid that was disbursed to the student as of
the date of the institution’s determination that the student withdrew (34 CFR section 668.22(¢€)).

Condition

During fiscal year 2007, there were refund calculations for 28 students. The refund calculations for 6
students were incorrect. The errors related to mathematical errors, using an incorrect period of enrollment,
incorrect completion of the “Net amount that could have been completed” section of the refund calculation
worksheet, and failing to follow the instruction on the refund worksheet. These errors in the calculations
resulted in some refunds that were too small while others resulted in excess refunds.

Cause

Administrative oversight and lack of review procedures.

Questioned Costs
$13,762

Recommendation

We recommend that al University personnel responsible for refund calculations be trained on federa
regulations and proper completion of the refund worksheet provided by ED. Also, we recommend that the
University establish review and approval procedures for al refund calculations and that one individual
within the University have ultimate responsibility for ensuring that al refunds calculations are accurate
rather than delegating authority to multiple individuals.

Management Response

A new training regimen has been instituted in the University’s various Graduate and Professiona
programs. This new regimen includes the creation of a University approved ED compliant refund template
that will be used by all student aid personnel. Each aid officer will be required to forward all refund
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DUKE UNIVERSITY
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requests for review and approval by the University Financial Aid Director’s office before a refund is
processed.

Finding No. 07-3: Submission of Student Status Changes
Federal Agency: Department of Education

Program: Federal Family Education Loans (FFEL)

CFDA #: 84.032

Project Period: July 1, 2006 — June 30, 2007

Cluster: Student Financial Aid Cluster

Criteria:

Under the FFEL and Direct Loan programs, schools must complete and return within 30 days of receipt the
Student Status Confirmation Reports (SSCR) sent by the Department of Education or a guaranty agency
(OMB No. 1845-0035). The SSCR istransmitted electronically.

The institution determines how often it receives the SSCR, but the minimum is twice a year. Once
received, the ingtitution must update for changes in student status, report the date the enrollment status was
effective, enter the new anticipated completion date, and submit the changes electronicaly through the
batch method or the National Student Loan Data System web site. Unless the school expects to complete
its next SSCR within 60 days, the school must notify the lender or the guaranty agency within 30 daysif it
discovers that a student who received aloan either did not enroll or ceased to be enrolled on at least a half-
time basis (FFEL, 34 CFR section 682.610; Direct Loan, 34 CFR section 685.309).

Condition:

Of the 40 students selected for testwork, the submissions were not timely for 4 students. Also, 4 of the
submissions incorrectly reported the student’ s status. Each of the untimely or incorrect submissions related
to students on aleave of absence.

Cause:

Administrative oversight.
Questioned Costs:

None.

Recommendation:

We recommend that the University implement a process to ensure that al student status changes are
reported accurately and timely.
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Management Response:

The issue noted relates only to students on Leave of Absence (LOA). While researching the matter, the
University discovered that students indicated on LOA were reported in the month prior to the status
change; however, the following month, they were dropped from the report entirely. As a result, the
NSLDS assumed the student had withdrawn, which was not the case. The University is researching why
the students on LOA were dropped from the report to determine the appropriate steps to correct the issue.

Finding No. 07-4: Overaward of Federal Aid
Federal Agency: Department of Education
Program: Federal Family Education Loans (FFEL)
CFDA #: 84.032

Project Period: July 1, 2006 — June 30, 2007
Cluster: Student Financial Aid Cluster

Criteria:

Awards must be coordinated among the various programs and with other federal and non-federal aid to
ensure that total aid is not awarded in excess of the student’s financial need (FPL, FWS, and FSEOG, 34
CFR sections 673.5 and 673.6; FFEL, 34 CFR section 682.603; Direct Loan, 34 CFR section 685.301;
HPSL, 42 CFR section 57.206; NSL, 42 CFR section 57.306(b)).

The determination of SFA award amounts is based on financial need. Financial need is generally defined
as the student’s cost of attendance minus financial resources reasonably available. In determining the
financial resources available for the HHS programs, the school must use one of the need analysis systems
or any other procedures approved by the Secretary of Education. The school must aso take into account
other information that it has regarding the student’s financial status. For Title IV programs, the financia
resources available is generally the expected family contribution that is computed by the central processor
and included on the student’s SAR and the ISIR provided to the institution.

Condition:

Of the 61 students selected for testwork receiving atotal of $1,127,592 in Federal Family Education Loans,
one student received an overaward of federal aid. This student received a subsidized Stafford loan in the
amount of $5,500 but was only eligible for $3,565 of federal aid. The student received the overaward
during a summer term; all summer term aid must be manually calculated due to system limitations.

Cause:

Administrative oversight.
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Questioned Costs:
$1,935
Recommendation:

We recommend that the University implement a review process of all federal aid awarded during summer
terms to ensure that students do not receive federal aid in excess of need.

Management Response:

In response to this issue, the University Financial Aid Office created a series of audit reports within
PeopleSoft that will allow staff within the financial aid office to review all students’ award status on a
weekly basis to ensure they are not overawarded.

Finding No. 07-5: Cost of Attendance Calculation

Federal Agency: Department of Education

Program: Student Financial Aid

CFDA #: 84.xxx

Grant Number: P06P20021926, PO07A 063087, PO33A063087
Project Period: July 1, 2006 — June 30, 2007

Cluster: Student Financial Aid Cluster

Criteria:

The determination of SFA award amounts is based on financial need. Financia need is generally defined
as the student's cost of attendance minus financial resources reasonably available.

Condition:

We found that there was an error in the cost of attendance for first year School of Nursing students which
resulted in an incorrect cost of attendance being used for calculation of aid. Although no students were
overawarded as aresult, the control deficiency could have had an impact.

Cause:
Administrative oversight.
Questioned Costs:

None.
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Recommendation:

We recommend that the University implement a monitoring process for the use of established cost of
attendance budgets for each student to ensure that the correct total is used in the calculation of aid.

Management Response:

Management will evaluate the procedures currently in place for monitoring the use of established cost of
attendance budgets, and research alternative procedures to ensure compliance with federal guidelines.

In addition, the School of Nursing (SON) has recently hired a second financial aid officer as well as a
newly created assistant dean position to provide additional oversight to that office, both of which should
help accommodate the growth in SON enrollment.

Finding No. 07-6: Timeliness of Cost Transfer
Federal Agency:

National Institutes of Health

Program:

Methyl Phenidate Cytogentic Study

Pass through Entity:

ConstellaGroup, LLC

CFDA #:

93.HHSN291200555553C

Grant Number:

HSN291200555553C

Project Period:

October 1, 2005 through September 30, 2007
Cluster: Research and Development Cluster
Criteria:

To be alowable under federal awards, costs must conform with the allowability of costs provisions of
OMB Circular A-21, or limitations in the program agreement, program regulations, or program statute.
Salaries and wages charged to a grant should have support which meets the documentation regquirements
for salaries and wages, and time and effort distribution described in OMB Circular A-21.
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Condition:

During our testwork over allowable costs which included a population of 135 items totaling $3,281,944,
we found one cost transfer made for an unallowable cost which was not complete until fiscal year 2008.
This cost was expended for the project HSN291200555553C.

Cause:

Administrative Oversight.
Questioned Costs:
$6,250
Recommendation:

Duke University’s Genera Accounting Procedures call for timely reconciliation of accounts. We
recommend that grant administrators continue to be trained to ensure that they are aware of the grant
requirements, and we also recommend, timely monitoring of cost transfersto ensure that they are accurate.

Management Response:

The Office of Sponsored Programs reviewed the issues noted with the originating department of the cost
transfers. It appears that these issues were due to lack of administrative oversight within that one
department. In response, the department hired additional staff within the business office whose primary
responsibility will be to review effort charged to grants with the faculty and principle investigators on a
quarterly basis. This change will strengthen the controls around timely cost transfers as well as the
accuracy of time and effort certifications. Training programs already exist for reconciliation, effort
reporting and general grant administration. We will ensure that staff within that department have attended
the appropriate training sessions.
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