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Activity 1: Direct Loan Reconciliation (Program Year Closeout)
This Activity covers the following topics:

· Monthly Reconciliation
· Program Year Closeout Reconciliation
Additional Resources: Direct Loan Monthly Reconciliation Worksheet; William D. Ford Federal Direct Loan Program Reconciliation, Electronic Announcement, December 17, 2019
Topic – Monthly Reconciliation 34 CFR 685.300(b)(5)
Review and record what office is responsible for developing monthly reconciliation procedures and completing the monthly reconciliation process. Also indicate where procedures are located and when they were last updated.

	Office Responsible:
	

	Where procedures are located:
	

	Date Policy and Procedure was last updated:
 
	


Your school is required to reconcile the funds that it has received from the G5 system to pay its students with the actual disbursement records that it has forwarded to the Common Origination and Disbursement (COD) system.  Reconciliation must be completed on a monthly basis.
The following checklist outlines the monthly reconciliation process. Use this checklist to assist with your monthly reconciliation and to ensure your monthly reconciliation policies and procedures are developed properly.  Note that the checklist includes helpful steps for the entire process.  Your school may not need to follow all steps if you are able to reconcile after a particular step is completed:
· Review School Account Statement (SAS). This starting point for reconciliation is sent to schools each month through the COD System. The SAS is the Department’s official record of your school’s cash and disbursement transactions.  Compare the Ending Cash Balance on the SAS with the school’s internal records, ensuring that any discrepancies are resolved, and document any reason for a positive or negative balance. Result: 
· Review Net Cash Receipts vs. Booked Disbursements.  Compare the Net Cash Receipts (the funds that the G5 payment system has delivered to your school, minus any Refunds of Cash made by your school’s business office) to the Net Booked Disbursements (the actual disbursement amounts that your school’s financial aid office has reported to and have been accepted by the COD system, including any downward adjustments). Result:  FORMTEXT 

     
· Review the Cash Summary Report. Once your school has received the SAS, compare the Cash Summary data to the corresponding totals in your school’s financial aid and business office systems.  The Cash Summary Report shows the Ending Cash Balance and totals for loan awards received by the COD system, and funds paid out through the G5 system.  Use this report to quickly identify whether you have discrepancies with your funding data or your COD records, or both. Check the Net Drawdowns/Payments, which is Cash Receipts (funds drawn through G5) minus Refunds of Cash (funds returned through G5).  Check the Total Net Booked Disbursements, which is Booked Disbursements minus Booked Adjustments. Identify and focus on any areas with discrepancies.  If you can account for any remaining cash balance (positive or negative), then your reconciliation for the month has been completed. Result:  FORMTEXT 

     
· Review the Cash Detail Section of the SAS.  If you can’t reconcile the balances on the Cash Summary Report with your school’s internal records compare the SAS Cash Detail records to your school’s records.  This report includes Cash Receipts (drawdown funds) information transmitted by the G5 system to COD for that month.  It also includes Refunds (of Cash) information from the G5 system. Refunds are reported for the month in which G5 transmitted the information to COD. Compare this information directly to the school’s internal business office records, such as bank statements and canceled checks.  Note and resolve all discrepancies. If you are not able to resolve the discrepancies reviewing the Cash Detail Section of the SAS, you should continue the reconciliation process by using other resources such as the Loan Detail Information discussed in the bullet below. 
Result:  FORMTEXT 

     
· Review the Loan and/or Disbursement Detail Section of the SAS. The monthly Loan Detail includes all actual disbursement information and adjustments that have been accepted by COD during that month, based on the date the individual transaction books at COD (Disbursement Booked Date). Note: if your school has chosen not to receive the Loan Detail information with its monthly SAS, you can request the loan detail information on an as-needed basis. Compare the information on the SAS Loan Detail to the information in your school’s financial aid and business office systems.  Your school’s internal records is where you are most likely to find information that has not been transmitted to COD, or transactions that have been assigned to the wrong award year. Result:  FORMTEXT 

     
· Look for award, Master Promissory Note (MPN), or disbursement records that have not been accepted by COD.  If you are not able to resolve all discrepancies, a useful tool for identifying unbooked loans is the 30-day Warning Report (Message class DIWR—OP).  Check this report for loans that are missing a necessary component to book the loan (missing origination record, MPN, or first disbursement).  There are several ways to review your school data by generating reports from your own software vendor (generate a basic list of award, MPN, and/or first disbursement transactions with status flags).  You can also use reports available such as the List Status Report.  With this report you can look for transactions where any of the status flags are not in “A” (Accepted) status.  Other useful reports in EDExpress are the List-Loans, List-Anticipated Disbursements, and List- Actual Disbursements.  Again, check for any disbursements not in “A” (Accepted) status.  You can also generate an MPN status report from your school records.  The List Promissory Note in EDExpress can help you look for MPNs that have not been accepted by the COD system (or labeled “A” or Accepted). Result:  FORMTEXT 

     
· Review disbursements made by the business office. One other method to assist you with reconciliation if you cannot resolve discrepancies is to review your business office disbursement records (credits to student accounts) for any discrepancies between loan disbursement records, compared to the actual disbursement information in your financial aid office system, and to the actual disbursements shown on the SAS. Result: 
Once your school has completed its monthly reconciliation (all differences between the SAS and the school’s internal records have been resolved), you should document and include the following information in your procedures. Use the Action Plan to assist you with this process:

· Identify any discrepancies due to timing and track them to make sure that the missing transactions appear in the next month’s SAS.

· Identify any discrepancies due to misreporting or internal miscommunication and take necessary corrective actions to ensure that they will not recur in the following month.
· Document all reconciliation efforts for future reference and review.  The records from your Monthly Reconciliation will assist with your year-end reconciliation efforts. Be sure to update policies and procedures with successful methods to ensure that the reconciliation process is more efficient in future months.
Topic – Program Year Closeout
Review and record what office is responsible for developing Program Year Closeout procedures and completing the monthly reconciliation process. Also indicate where procedures are located and when they were last updated.

	Office Responsible:
	

	Where procedures are located:
	

	Date Policy and Procedure was last updated:
 
	


Reconciliation takes place on a yearly basis as well as a monthly basis. Year-End closeout is the final reconciliation of all school information in the COD system, bringing the Ending Cash Balance (ECB) to $0 for the award year that your school is closing.

The following checklist outlines the Year-End reconciliation process.  Use this checklist to assist you with your Program Year Closeout and to ensure your policies and procedures for Year-End reconciliation are developed.  If your school has been performing the monthly reconciliation process, the Program Year Closeout process should be a fairly simple process:
· Import and review the YTD School Account Statement.  This statement summarizes the total balances for cash receipts, returns of excess cash, and booked disbursements.  Compare these totals to the internal records kept by your office.  If the YTD SAS and internal records show a balance of $0, then your school is considered to have successfully closed out the given program year.  If the balances match, but show a balance of anything other than $0, your school should determine what transactions need to be forwarded to or imported from the COD system to complete the closeout. Result:  FORMTEXT 

     
· Import and review the Loan Detail File. If the balance on the YTD SAS and the school’s balance do not match, your school should import the Loan Detail file.  This file provides loan and cash information at the loan level.  Compare these amounts to your internal loan records to determine why the balances do not match.  If cash transactions are not accounted for, you should contact the COD School Relations Center to determine if drawdowns or returns of cash were allocated to a different program year.  If returns of cash were allocated to the wrong award year, your school should use the G5 Web site to reallocate the cash to the correct program year. Result:  FORMTEXT 

      
· Review and Confirm your school’s $0 balance through the COD Website to be considered officially closed out. Result:  FORMTEXT 

     
The Program Year Closeout is complete when:

· Your school and COD (YTD SAS) each show a cash balance of $0, indicating that the school has accounted for all Direct Loan funds received from ED. Result:  FORMTEXT 

      
· All COD transaction records match up to all Direct Loan transactions in your school’s financial aid and business office systems. Result:  FORMTEXT 

     
· All remaining unbooked records have been booked or reduced to $0, so that the SAS Cash Summary reflects $0 Total Net Unbooked Disbursements. Result:  FORMTEXT 

     
· Your school has zeroed out any unused pending/anticipated disbursements. Result:  FORMTEXT 

     
· Your school has adjusted the loan period dates to ensure no payment periods/terms for which a disbursement wasn’t made are removed. Result:  FORMTEXT 

     
· Your school has reduced the loan amount to indicate the actual disbursements. Result:  FORMTEXT 

     
· Your school has completed the balance confirmation form on the COD website. Result:  FORMTEXT 

     
Once your school has completed its Program Year Closeout, you should document and include the following information in your procedures.  Use the Action Plan to assist you with this process:

· Identify any discrepancies due to misreporting or internal miscommunication and take necessary corrective actions to ensure that they will not recur in the future

· Document all reconciliation efforts for future reference and review.  Be sure to update policies and procedures with successful methods to ensure that the reconciliation process is more efficient in future cycles
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