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Vendor A

1.

How long have your current auditors been doing the audit? Marcum provided audit
services for three years following a single year engagement with Braver (that became
part of Marcum in that timeframe.)

Why are you changing auditors? We are changing auditors because the prior contract
was based on two entities. RIHEAA is no longer in existence. RIHEST and the
CollegeBoundfund have been transferred to the Office of the General Treasurer and are
no longer a part of this audit. RIHEAA (as DHEA) is now a division of the Office of
Postsecondary Education. Therefore the old contract terms would no longer apply. The
audit assignment is only half of the prior years’ engagements.

What is the budget for the specified services? Because we do not work with a line item
budget, the amount of the audit has not been specified for this current period.

What were the total fees charged for the audit last year? While we are very happy to
provide a history of the audit fees, there isn’t much guidance in them for this audit.
These fees reflect the former engagements which included financial statement audits
and A-133 audits for both RIHEAA and RIHEST. This engagement is for RIHEAA only. In
addition, you will see a vast swing in the fees between these years.

2015 - $70,886 - Marcum
2014 - $S45,000 - Marcum
2013 - $54,437 - Marcum
2012 - S42,000 — Braver

Were there other services performed? What were they and what were the approximate
fees? GASB 68 Standard was new this year, and the additional fee was $3936.

How many auditors were on-site for field work and for how long? Traditionally there
was one manager on site at all times along with three staff. Field work took place in
June or July for one week with another 2-3 weeks in August.

Are there any significant changes in your finances this year from last? Yes, as of July 1,
2015, the legislature merged RIHEAA with the Office of the Postsecondary
Commissioner. The CollegeBoundfund, which is the RIHEST Audit, was moved to the
Office of the General Treasurer.

Are there any significant changes in your finance department this year from last? No
Are any significant changes in either of these expected at this time for the next 5 years?
There is a potential that the Federal Student Loan portion of DHEA will transition to the
US Department of Education within the next 2-3 years due to the reduction of the loan
portfolio.

Can you provide a copy of the most recently available independent auditors’ report and
a copy of the most recent governance letter? All copies of the audit reports are located
on our website at www.riheaa.org . If you need additional information you can contact
Linda Makhlouf 401-736-1152 or Patia Bertram at 401-436-1159 for prior audit year
information.




Vendor B

1)

2)

3)

4)

5)

6)

10.

Was a management letter issued in the prior year, and, if so, is it available for review? Yes,
there was a management letter issued and is available for review.

Please provide a timeline of anticipated planning and fieldwork dates. We anticipate the
following:

Phase One: To begin July, 2016 —Preliminary planning to include in-depth

understanding of the business and financial statement closing process. Assess

internal control and fraud risk; meet with management to agree on timing and

deliverables.

Phase Two: To begin July — August, 2016 — Prepare and update required internal control and
process documentation, perform walk-throughs, evaluate internal control design. Assess risk of
material misstatement, evaluate internal controls. Prepare testing for Single Audit

Phase Three: September, 2016 — Complete final overall analytical review procedures, Issue
audit results document and management letter to audit committee/management; conduct
closing meetings; issue audit opinions. Audit must be submitted to the Auditor General by
September 15 for review and those edits and amendments must be reflected in the final audit
report to be submitted on or before September 30.

The prior year’s financial statements include an operating component for the now transferred
College Bound Fund. What do the operating statements look like presently? The operating
statements are for the former RIHEAA entity only. What is the current year operating budget?
The current operating budget is approximately $7.1M.
Is there a single audit requirement? The specs indicate a single audit engagement, but, | see no
evidence of one performed in 2015. If one WAS performed, could you please provide a copy of
the report? Yes, a Single Audit report was performed, and a copy is available for review.
How long has Marcum performed the audit engagement? Marcum has performed the audit for
three years. Prior to that Braver had a single year as the auditor but was thereafter included in
the Marcum group.
The date of last year’s report is October 30, the deadline with the State is September 30,
Were there issues in wrapping up last year’s audit engagement? Yes, prior year auditors were
waiting on the State for reporting numbers regarding GASB 68.
Could you describe the engagement team for last year’s audit? (Number of weeks in the field,
number of staff involved during the fieldwork)? Traditionally there was one manager on site
at all times along with three staff. Field work took place in June or July for one week
with another 2-3 weeks in August.



Vendor C

1. What is the typical timing of fieldwork for the audit? Traditionally there was one manager on
site at all times along with three staff. Field work took place in June or July for one week
with another 2-3 weeks in August.

2. What was the fee for the prior year’s services? While we are very happy to provide a history
of the audit fees, there isn’t much guidance in them for this audit. These fees reflect the
former engagements which included financial statement audits and A-133 audits for
both RIHEAA and RIHEST. This engagement is for RIHEAA only. In addition, you will see
a vast swing in the fees between these years.

2015 - $70,886 - Marcum
2014 - $45,000 - Marcum
2013 - $54,437 - Marcum
2012 - S42,000 - Braver

3. How many auditors were in the field last year and for approximately how many days? See
question 1.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE. AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board Members of
Rhode Island Higher Education Assistance Authority

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the business-type activities, each major fund, and the aggregate remaining fund
information of Rhode Island Higher Education Assistance Authority (a component unit of the
State of Rhode Island), as of and for the fiscal year ended June 30, 2015, and the related notes to
the financial statements, which collectively comprise the Rhode Island Higher Education

Assistance Authority’s basic financial statements, and have issued our report thereon dated
September 30, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Rhode Island
Higher Education Assistance Authority’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Rhode Island Higher Education Assistance
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of
Rhode Island Higher Education Assistance Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of Rhode Island Higher Education Assistance
Authority’s financial statements will not be prevented, or detected and corrected on a timely
basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.



Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Rhode Island Higher Education
Assistance Authority’s financial statements are free from material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

Providence, RI
September 30, 2015



INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE AND ON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

To the Board Members of
Rhode Island Higher Education Assistance Authority

Report on Compliance for Each Major Federal Program

We have audited Rhode Island Higher Education Assistance Authority (a component unit of the
State of Rhode Island) compliance with the types of compliance requirements described in the
OMB Circular A-133 Compliance Supplement that could have a direct and material effect on
Rhode Island Higher Education Assistance Authority’s major federal program for the fiscal year
ended June 30, 2015. Rhode Island Higher Education Assistance Authority’s major federal
program is identified in the summary of auditors’ results section of the accompanying schedule
of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs.

Auditors’.Responsibility

Our responsibility is to express an opinion on compliance for Rhode Island Higher Education
Assistance Authority’s major federal program based on our audit of the types of compliance
requirements referred to above. We conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material effect
on the major federal program occurred. An audit includes examining, on a test basis, evidence
about Rhode Island Higher Education Assistance Authority’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.



We believe that our audit provides a reasonable basis for our opinion on compliance for the
major federal program. However, our audit does not provide a legal determination of the Rhode
Island Higher Education Assistance Authority’s compliance.

Opinion on the Major Federal Program

In our opinion, Rhode Island Higher Education Assistance Authority complied, in all material
respects, with the compliance requirements referred to above that could have a direct and
material effect on its major federal program for the fiscal year ended June 30, 2015,

Report on Internal Control Over Compliance

Management of Rhode Island Higher Education Assistance Authority is responsible for
establishing and maintaining effective internal control over compliance with the types of
compliance requirements referred to above. In planning and performing our audit of compliance,
we considered Rhode Island Higher Education Assistance Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on the
major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for the major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of
Rhode Island Higher Education Assistance Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other

purpose.



Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the business-type activities, each major fund, and the
aggregate remaining fund information of Rhode Island Higher Education Assistance Authority (a
component unit of the State of Rhode Island) as of and for the year ended June 30, 2015 and the
related notes to the financial statements, which collectively comprise Rhode Island Higher
Education Assistance Authority’s basic financial statements. We issued our report thereon dated
September 30, 2015, which contained unmodified opinions on those financial statements. Our
audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records, used to prepare the basic financial or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures
of federal awards is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Providence, RI
September 30, 2015



RHODE ISLAND HIGHER EDUCATION ASSISTANCE AUTHORITY
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2015

Federal Grantor Federal

Pass-Through grantor CFDA
Program Title Number Expenditures
U.S Department of Education, Higher Education Act:
Direct Program:
Federal Family Education Loans (FFEL), insured loans:
Federal family education loans 84.032 $ 862,163,907
Account maintenance fee 84.032 672,546
Default aversion fee 84.032 404,464
Total U.S. Department of Education 863,240,917

Total Expenditures of Awards

$ 863,240,917

See notes to schedule of expenditures of federal awards.
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RHODE ISLAND HIGHER EDUCATION ASSISTANCE AUTHORITY
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2015
NOTE 1 — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the Rhode Island Higher Education Assistance Authority. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of
the basic financial statements.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported in the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in OMB Circular A-133,
Cost Principles for State, Local Governments and Non-Profit Organizations, wherein certain

types of expenditures are not allowable or are limited as a reimbursement.

NOTE 3 — INSURED LOANS OUTSTANDING

The Authority had the following insured loan balance outstanding at June 30, 2015:

Federal CFDA
Program Title Number Amount Outstanding
Federal Family Education Loans * 84.032 $ 862,163,907

* Amounts represent amounts outstanding as reported by the National Student
Loan Data System as of July 31, 2015 to allow for member institutions of the
National Student Loan Data System to complete their loan update.

NOTE 4 - DETERMINATION OF MAJOR PROGRAMS

The determination of major federal financial assistance programs was based upon the overall
level of expenditures and total loan balance outstanding for all federal programs for the State
of Rhode Island. As such, the threshold for determining Type A and Type B programs is
determined at the State level. For the fiscal year ended June 30, 2015 programs with
expenditures exceeding $13,500,000 were considered major programs.



RHODE ISLAND HIGHER EDUCATION ASSISTANCE AUTHORITY
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2015

SECTION I — SUMMARY OF AUDITORS’ RESULTS

Financial Statements
Type of auditors’ report issued: Unmodified Opinion
Internal control over financial reporting:
Material weakness identified? Yes X No
Significant deficiency identified not considered to be
material weaknesses? Yes X  None reported
Non-compliance material to financial statements noted? Yes X No
Federal Awards
Internal control over major awards program:
Material weakness identified? Yes X No
Significant deficiency identified not considered to be
material weakness? Yes X  None reported

Type of auditors’ report issued on compliance for major
awards Programs: Unmodified Opinion
Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section 510(a)?

Yes X No
Identification of major federal program:
Federal Program/Cluster CFDA No.
Federal Family Education Loans 84.032
Dollar threshold used to distinguish between
Type A and Type B programs: $13.500.000
Auditee qualified as low risk auditee? X Yes No



RHODE ISLAND HIGHER EDUCATION ASSISTANCE AUTHORITY
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2015

SECTION II — FINDINGS — RELATED TO AUDIT OF FINANCIAL STATEMENTS
None reported

SECTION III- FINDINGS AND QUESTIONED COSTS RELATING TO FEDERAL AWARDS

None reported



RHODE ISLAND HIGHER EDUCATION ASSISTANCE AUTHORITY
(A COMPONENT UNIT OF THE STATE OF RHODE ISLAND)

SCHEDULE OF STATUS OF PRIOR YEAR FINDINGS

FOR THE YEAR ENDED JUNE 30, 2015

PRIOR YEAR FINANCIAL STATEMENT FINDINGS
None reported in prior year.
PRIOR YEAR FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None reported in prior year.
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