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Dear Mr. Mills and Mr. Maurer:

According to the State Comptroller's authority as set forth in Section 1, Article V of the State
Constitution, Section 8, Article 2 of the State Finance Law and a Memorandum of Agreement dated
December 1, 1989 involving the State Comptroller, the Commissioner of Education, the President
of the Higher Education Services Corporation (HESC), and the Director of the Budget, we audited
the records and procedures used in administering the Tuition Assistance Program (TAP) at Touro
College (Touro) for the 1993-94 through 1995-96 academic years.

Summary Conclusions

In accordance with Section 665(3)(b) of the Education Law (Law), we determined that Touro
was overpaid $722,037 because school officials incorrectly certified students as eligible for TAP
awards.  We tested the accuracy of Touro’s TAP certifications for the three years ended June 30,
1996 using a statistical sample of 200 randomly selected awards of the 31,312 awards the school
certified.  From our statistical sample, we disallowed eight awards totaling $11,571.  A statistical
projection of these audit disallowances to the entire population, using a 95 percent single-sided
confidence level, results in an audit disallowance of $718,321.  We also disallowed three awards
totaling $3,716 from outside the statistical sample period.  Therefore, we recommend that HESC
recover the total $722,037 plus applicable interest from Touro.
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Background

Touro, an independent degree-granting college, is located at 27-33 West 23rd Street in New
York.  Touro operates branch campuses on Long Island and in Brooklyn and extension centers
located in New York City, Rockland County, Long Island, Israel and Russia.  Touro offers numerous
programs leading successful students to certificates, associate degrees and baccalaureate degrees
through the School of Liberal Arts and Sciences, the School of General Studies, and the School of
Health Sciences.  Touro also offers graduate degrees from its Graduate School of Jewish Studies and
its School of Law.  The State Education Department (SED) has approved approximately 60
undergraduate programs as TAP-eligible.

TAP is the largest of the various student grant and scholarship programs administered by
HESC.  It is an entitlement program designed to provide tuition aid to eligible full-time students who
are enrolled in a variety of programs. 

Draft copies of this report were sent to SED, HESC and Touro officials for their review and
comment.  SED and HESC officials agreed with our findings.  Touro officials disagreed with the
findings and disallowances.  We have considered their comments in preparing this report.

Audit Scope

The objective of our financial and compliance audit was to determine whether Touro’s
management complied with the Law and the Commissioner of Education’s Rules and Regulations
(Regulations) for certifying students as eligible for TAP awards.  The scope of our audit did not
include reviewing the records and procedures of HESC as they related to determining the amount of
the awards.

According to HESC’s records, Touro certified 12,628 undergraduate students for 31,312
TAP awards totaling $51,207,379 during the 1993-94 through 1995-96 academic years.  We
reviewed a randomly selected statistical sample of 200 undergraduate awards totaling $326,312 paid
on behalf of 200 students for the three-year period ended June 30, 1996. We also reviewed other
awards that came to our attention during the audit.

We did our audit according to generally accepted government auditing standards.  Such
standards require that we plan and do our audit to adequately assess those operations of Touro which
are included within our audit scope.  These standards also require that we review and report on
Touro's internal control system and its compliance with those laws, rules and regulations that are
relevant to Touro's operations that are included in our audit scope.  An audit includes examining, on
a test basis, evidence supporting transactions recorded in the accounting and operating records and
applying such other auditing procedures as we consider necessary.  An audit also includes assessing
the estimates, judgments and decisions made by management.  We believe that our audit provides a
reasonable basis for our findings, conclusions and recommendations.
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In planning and doing our audit of Touro, we reviewed management's internal control system.
Our audit was limited to a preliminary review of the internal control system to obtain an
understanding of the environment and the flow of transactions through the accounting system and
other systems supporting the claims for student financial aid.

Touro management is responsible for complying with the Law and Regulations.  In connection
with our audit, we performed tests of Touro’s compliance with certain provisions of the Law and
Regulations.  Our objective in performing these tests was to obtain reasonable assurance that the TAP
awards Touro received were for eligible students.  Our objective was not to provide an opinion on
Touro's overall compliance with such provisions.

The results of our tests indicate that, with respect to the items tested, Touro was generally
in compliance with the provisions referred to in the preceding paragraph, except as noted in the
following section of this report.

Audit Disallowances

The following table summarizes the disallowances that resulted from our audit.

Reason for Disallowance   Awards Amount Total

Number
of

Disallowances from the Statistical Sample:

Students Not Following An Approved Program 3 $4,443

Students Not Meeting Residency Requirement 2 3,026

Student Not Matriculated 1 2,025

Student Not in Good Academic Standing 1 1,788

Student’s Tuition Incorrectly Reported to HESC 1   289

Total Sample Disallowances 8 $11,571

Projected Amount    $718,321

Disallowances from Outside the Statistical Sample Period:

Students Not Following An Approved Program 3    3,716

Total Audit Disallowance  $722,037
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The various types of disallowances are discussed in the following sections of this report.  Details
of the statistical projection, students’ names and related information were provided to Touro officials
separately.

Students Not Following An Approved Program

Criteria  Section 661 of the Law states that a student must be matriculated in an SED-approved program
to be eligible for TAP.  SED’s Memorandum to Chief Executive Officers of Degree-Granting Institutions
in New York State #94-04 reminded institution officials that SED approval is required before agreements
between a degree-granting institution and a non-degree-granting entity are entered into.  In addition,
Section 2.13 of the TAP Manual allows TAP awards when students matriculate at one TAP-eligible
institution and attend courses at another TAP-eligible institution, but it does not permit TAP awards for
students who attend courses at a non-TAP-eligible institution.

Audit Determination  We identified six awards paid to three students who were not following an SED-
approved program.  These students enrolled for less than 12 hours at Touro.  However, during the same
term, these students enrolled in additional course hours at another educational institution that was not TAP-
eligible.  This practice is referred to by Touro as “Credit by Permit.”  However, there is no approval for
the joint offering of programs, as required by SED.  Furthermore, although Touro charged these students
tuition based on the actual number of hours taken at Touro (i.e., not the full-time tuition), Touro certified
full-time tuition to HESC in calculating the students’ TAP awards. 

School Officials’ Position  Touro officials disagree with our disallowance for this issue.  They respond that
SED has approved of the practice of “Credit by Permit” since its inception and has reviewed and authorized
degrees to students in this program.  They also state that SED has not told them to stop, or requested that
they obtain approval for this practice.

Auditors’ Comments  Based on SED’s letter to us dated July 24, 1998 which states, “After considering
relevant sections of Education Law and The Regulations of the Commissioner of Education, the
Department’s Office of Counsel has concluded that students taking courses at yeshivas--for which Touro
counted the credits in determining students’ TAP eligibility--were not pursuing an approved program.”

Students Not Meeting Residency Requirement

Criteria  Section 661 of the Law states ". . . an applicant for an award at the undergraduate level of study
must. . . have been a legal resident of the state for at least one year immediately preceding the beginning
of the semester, quarter or term of attendance for which application for assistance is made. . . ."  Further,
HESC's Manual on Programs and Procedures stipulates that institutions should not certify eligibility for
State awards for any student whose New York State residency is suspect.

Audit Determination  We identified two students who did not meet the residency requirement.  One student
did not meet the residency requirement because the student was not in this country for a full year before
being certified for TAP.  The other student was certified for a TAP award prior to meeting New York State
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residency for a year, based on a payment sent to her Pennsylvania address.

School Officials’ Position  Touro officials disagreed with one of these disallowances.  They state that the
payment that the student received in Pennsylvania was received in the beginning of the month and the
student could have moved to New York State during the month and gained residency in New York for a
year before receiving TAP.

Auditors’ Comments  There is not sufficient evidence that the student moved to New York State one year
before receiving the first TAP payment.

Student Not Matriculated

Criteria  Section 661 of the Law states that a student must be matriculated in an approved program to be
eligible to receive State financial aid.  Section 145-2.4 of the Regulations states: “A student shall be
considered in matriculated status if:  (1) the student has filed a written application for enrollment at the
institution for the purpose of earning a degree, diploma or certificate; and (2) in accepting the student's
application for enrollment, the institution has taken into account the capacity of the student to undertake
a course of study and its own capacity to provide instructional and other support the student needs to
complete the program." 

Audit Determination  We identified one student who was not properly matriculated.  The student’s file did
not contain documentation to establish proper matriculation status.  

School Officials’ Position  Touro did not formally respond to this finding.

Student Not in Good Academic Standing

Criteria  Section 665 of the Law requires that students be in good academic standing to be eligible to
receive TAP awards.  Section 145-2.2 of the Regulations states that to maintain good academic standing
a student must make satisfactory academic progress toward completion of a program and pursue the
program of study in which he or she is enrolled.

To maintain satisfactory academic progress, a student must accrue at least a certain number of
credits and earn at least a certain cumulative grade point average as required on the college’s published
Satisfactory Academic Progress Chart, as approved by SED.  A student is pursuing the program if, during
each term of study for which an award is received, the student receives a passing or failing grade in a
predetermined percentage of the minimum full-time course load based on the student’s TAP payment level.

When a student fails to maintain a good academic standing, the student loses prospective TAP
eligibility.  Students can regain good academic standing either by making up the deficiency at their own
expense, obtaining a one-time waiver, remaining out of school for at least one calendar year, or transferring
to another institution.
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Audit Determination  We identified one award for one student in our sample who failed to maintain good
academic standing.  The student completed only four credits during her second term, rather than six credits
that were required.  Therefore, she was not eligible for her subsequent TAP award.

School Officials’ Position Touro officials agree with the disallowance, but do not think that the
disallowance should be projected.  Touro has changed its policy that caused this student to not maintain
good academic standing.

Auditors’ Comments This was a sample award and as such, it represents many other awards in the
population.  Although Touro changed its policy, based upon statistical sampling principles, it is likely that
other TAP awards were paid for students who were not in good academic standing.

Student’s Tuition Incorrectly Reported to HESC

Criteria Section 2.11 of HESC’s TAP Manual states that the institutional tuition charged to the student
is used to calculate the TAP award.

Audit Determination  We found Touro overcertified the amount of tuition to HESC for one student.  Touro
reduced the student’s tuition because the student withdrew from one course.  However, Touro officials did
not report the reduced tuition to HESC.  As a result of this overcertification, the student received $289
more in TAP funds than she was eligible to receive.  

School Officials’ Position  Touro did not formally respond to this finding.

Other Matter Needing Attention

Student Tuition Charge

Criteria  Each educational institution in New York State determines its tuition rates.  Tuition is one factor
in determining the amount of a TAP award.  The higher the tuition, the higher the TAP award.

Audit Determination  During our audit period, Touro’s tuition ranged from $3,450 to $4,250 per semester.
After receiving financial aid assistance, any remaining balance was usually forgiven in the form of a Touro
grant.  The grant would be in the exact amount of the student’s remaining tuition balance.  Accordingly,
it appears that tuition may be established at a higher level so that increased TAP can be obtained.

We found that, of the 200 sampled awards, 172 TAP awards were granted in semesters in which
students received Touro grants.  Also, an additional 12 students included in our statistical sample had a
portion of their tuition written off by Touro.

School Officials’ Position Officials stated that “both the TAP awards and the Touro grants are need based
awards.  Since 100 percent of the audit sample received TAP awards, they must have all demonstrated a
financial need for tuition assistance from the TAP program.  Touro’s internal financial aid awards are also
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granted to students who demonstrate a financial need for tuition assistance.”  

Auditors’ Comments  In comparison to similar institutions we have audited, there appeared to be a large
percentage of students (184 of the 200 reviewed) who received Touro grants or had their tuition balance
written-off. 

Major contributors to this report were Frank Russo, Kenneth I. Shulman, David Louie, Lu Pham,
Cindy Huie, Yelena Feldman and Don Collins.

We wish to express our appreciation to the management and staff of Touro for their courtesies and
cooperation.

Recommendation to the Higher Education Services Corporation

Recover $722,037, plus applicable interest, from Touro for its incorrect TAP certifications.

Recommendation to the State Education Department

Examine Touro’s operating practices as they relate to the issues raised in this report.

Yours truly,

Jerry Barber
Audit Director 

cc: Robert L. King
Dr. Bernard Lander
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