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Section A: Engagement Purpose and Information 

The TEG Engagement Guide was developed by the Texas Higher Education Coordinating Board (THECB) to 
assist auditors during the TEG Program engagement process at Texas private/independent institutions. The 
purpose of the engagement is to confirm that awards are only given to eligible students and that the 
institution has an adequate system of internal controls to assure adherence to program laws and regulations. 

Although all requirements outlined in this guide must be addressed by the auditor, the auditor should use his 
or her judgment to determine if further matters should be reviewed. This guide is not intended to be an 
exhaustive reference.   

1. Conducting an Agreed-Upon Procedures Engagement
The audit must be performed in accordance with AT Section 201 Agreed-Upon Procedures Engagements. 

2. Engagement Sample Size
Sample size for eligibility tests should be 59 recipients. For small recipient populations of 59 or less, the 
auditor should test 100% of the population. 

3. Audit Cycle
Engagements must be completed on an annual basis. Each participating institution must have agreed-upon 
procedures for engagements of its TEG Program operations performed on a regular basis by an independent 
auditor or by an internal audit office that is independent of the financial aid and disbursing offices. Reports on 
findings and corrective action plans (if necessary) are due to the THECB by April 15 (or the first working day 
thereafter if April 15 falls on a weekend or holiday) of each year (Texas Administrative Code [TAC], Title 19, 
Part 1, Chapter 22, Subchapter A, Section 22.9(c): Reporting Requirements/Deadlines). 

4. Reporting Results and Corrective Action Plan
The engagement report is due to the THECB by April 15 (or the first working day thereafter if April 15 falls on a 
weekend or holiday), following the end of the award year that is covered by the engagement. The engagement 
report must be addressed to the chief executive officer of the institution of higher education and must include 
a corrective action plan for noted deficiencies, where applicable. 

THECB staff is available to consult with or conduct a site visit, when deemed necessary, to determine the 
proper course of action.  

5. NEW! - Submission for Reporting Results
The THECB requires an electronic copy of the report to be uploaded using the TEG Engagement (FY 2023) 
Online Submission Form. The submitter should request a copy of their submission for the institution’s records 
and the THECB will only respond if needed.  

For questions, please contact Financial Aid Services at 844-792-2640 or through CONTACT US (Select 
“Financial Aid Question” as the Contact Reason). 

https://pcaobus.org/Standards/Attestation/Pages/AT201.aspx
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=9
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=9
https://app.smartsheet.com/b/form/ff3d7f9749a6401b9ca4fe55b5fd339f
https://app.smartsheet.com/b/form/ff3d7f9749a6401b9ca4fe55b5fd339f
https://www1.highered.texas.gov/Apps/CRAFT/Home/Create
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Section B: Agreed-Upon Procedures 

1. Designated Program Officer

Compliance Requirement
The Program Officer is the individual named by each institution’s chief executive officer to serve as agent for 
the THECB. The Program Officer is responsible for all administrative acts required by the program, including the 
selection of recipients, maintenance of all records and preparation, and submission of reports reflecting 
program transactions. Unless otherwise indicated by the administration, the director of student financial aid 
must serve as the Program Officer (See TAC, Title 19, Part 1, Chapter 22, Subchapter A, Section 22.1(20): 
Program Officer). 

Mandatory Procedure 
Determine whether the designated Program Officer has oversight over the institutional administration of the 
program. The person designated as the Program Officer also must not oversee the disbursement of funds.  

2. Designation and Fiscal Oversight By A Disbursing Officer

Compliance Requirement
For each institution in the program, the chief fiscal officer must designate a Disbursing Officer (who cannot also 
be the Program Officer) that is responsible for administering TEG funds on the institutional level in agreement 
with program guidelines.  

Mandatory Procedure 
Determine whether the designated Disbursing Officer has oversight over the institutional administration of 
program funds. The person designated as Disbursing Officer also cannot select nor award TEG recipients. There 
must be a segregation of duties between disbursing funds and selecting/awarding funds.  

3. Timely Disbursement of Funds

Compliance Requirement
The Disbursing Officer must disburse an award to the recipient or apply it to the recipient’s account based on 
timely disbursement rules. Timely disbursement is defined in TAC, Title 19, Part 1, Chapter 22, Subchapter A, 
Section 22.2(1): Timely Disbursement as three business days after receiving the funds. Undisbursed funds 
must be returned to the THECB no later than six business days after the receipt of funds or the ineligible funds 
may be disbursed to a different eligible student to meet the timely disbursement requirement.  

Mandatory Procedure 
Inspect the institution’s records to verify whether funds were released to students or applied to their 
institutional accounts based on timely disbursement requirements.  

4. Institution Eligibility
Compliance Requirement
The THECB approves only those private/independent colleges or universities defined in Texas Education 
Code (TEC), Section 61.003 (15) and who meet the accreditation standards found in TEC, Section 61.222. 

https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=1
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=1
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=2
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=2
https://statutes.capitol.texas.gov/Docs/ED/htm/ED.61.htm#61.003
https://statutes.capitol.texas.gov/Docs/ED/htm/ED.61.htm#61.003
https://statutes.capitol.texas.gov/Docs/ED/htm/ED.61.htm#61.222
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Mandatory Procedure 
Determine whether the school is accredited based on provisions found in TAC, Title 19, Part 1, Chapter 22, 
Subchapter B, Section 22.23 (a)(5): Eligible Institutions. If the institution is on probation, determine whether 
students are being properly notified of that condition in keeping with program rules found in TAC, Title 19, Part 
1, Chapter 22, Subchapter A, Section 22.9 (a): Probation Notice.  

5. Student Eligibility
Compliance Requirement
To qualify for a first award, a student must meet the following requirements:

• Be classified as a resident of Texas as determined by the THECB Core Residency Questions and in
keeping with TAC, Title 19, Part 1, Chapter 21, Subchapter B: Determination of Resident Status

• Be registered with Selective Service or be exempt
• Show financial need
• Enroll at least 3/4 time in a degree plan leading to a first associate degree, first baccalaureate degree,

first master’s degree, first professional degree, or first doctoral degree
• Maintain satisfactory academic progress as determined by the institution
• Not be a recipient of any form of athletic scholarship during the semester(s) he or she is receiving TEG
• Be enrolled at an approved institution in an individual degree plan but not a degree plan that is intended

to lead to religious ministry
• Be required to pay more tuition than is required at a comparable public college or university and be

charged no less than the regular tuition required of all students enrolled at the institution
To receive a subsequent award, a recipient must meet all the first award requirements listed above as well as the 
requirements for satisfactory academic progress, as outlined in Appendix 1: TEG Program Guidelines – 
Satisfactory Academic Progress (SAP). 

A student who is ineligible for an award based on GPA, completion rate, number of completed hours for 
satisfactory academic progress, or enrollment less than three-quarter time may be deemed eligible under a 
hardship provision (Appendix 1: TEG Program Guidelines – Hardship Provisions). Each institution must adopt a 
hardship policy and have it available for public review upon request. All hardship decisions must be documented 
in the recipient’s records and be available for submission to the THECB, if requested. 

Note: The rule found in TAC, Title 19, Part 1, Chapter 22, Subchapter B: Hardship Provisions is being updated to 
remove the language related to proration. While a recipient’s award amount can be prorated with an approved 
hardship for enrollment of less than three-quarter time, it is no longer required as of November 2020. 

Mandatory Procedure 
Inspect the records for recipients in the sample to confirm that they meet program requirements. If an 
extension of eligibility was granted, a documented hardship decision must be on file. Award recipients must be 
residents of Texas as determined based on data collected using the THECB Core Residency Questions and in 
keeping with TAC, Title 19, Part 1, Chapter 21, Subchapter B: Determination of Resident Status. 

6. Award Amount Limits

Compliance Requirement
An institution must not disburse an award in a single term or semester that exceeds a student’s financial need, 
tuition differential, or program maximum for the academic year, whichever is least. The maximum annual TEG 
award amounts for 2022-23 are outlined in Appendix 1: TEG Program Guidelines – Annual Maximum. 

https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=23
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=23
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=9
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=9
https://reportcenter.highered.texas.gov/agency-publication/blank-forms-templates/cfat-residency-core-questions/
http://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=19&pt=1&ch=21&sch=B&rl=Y
https://reportcenter.highered.texas.gov/agency-publication/blank-forms-templates/cfat-residency-core-questions/
https://texreg.sos.state.tx.us/public/readtac$ext.ViewTAC?tac_view=5&ti=19&pt=1&ch=21&sch=B&rl=Y
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=27
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Mandatory Procedure 
Confirm the award amounts in the sample do not exceed each recipient’s calculated financial need, tuition 
differential (using public tuition rates as listed in Appendix 1: TEG Program Guidelines – Tuition Differential, or 
the maximum award limits, whichever is least, as specified in Appendix 1: TEG Program Guidelines – Annual 
Maximums – Page 5. 

7. Over-Awards

Compliance Requirement
If a recipient receives additional financial assistance after the original TEG award has been disbursed, the 
institution is not required to adjust the award amount unless the resulting sum of total financial assistance 
exceeds the recipient’s documented financial need by more than $300 (TAC, Title 19, Part 1, Chapter 22, 
Subchapter A, Section 22.11(d): Over Awards). 

Mandatory Procedure 
Check to make sure the sample of TEG awards did not exceed financial need, unless additional financial 
assistance has been received after the award was disbursed. If so, check to make sure awards did not exceed 
financial need by more than $300. 

8. Adjustments To Awards And Refund Policy

Compliance Requirement
Inspect the sample of recipient records to determine whether excessive over-awards were permitted. If a 
recipient officially withdraws from enrollment or drops courses (or for some other reason), and the amount of a 
recipient’s disbursement exceeds the amount the recipient is eligible to receive, the institution must follow its 
general institutional refund policy in determining the amount by which the award is to be reduced (TAC, Title 19, 
Part 1, Chapter 22, Subchapter A, Section 22.11(e): Grant Adjustments). 

Funds generated through such reductions should be re-awarded to other eligible students attending the 
institution. If funds cannot be re-awarded, they should be returned to the THECB based on timely disbursement 
rules (TAC, Title 19, Part 1, Chapter 22, Subchapter A, Section 22.2(1): Timely Distribution of Funds). 

Mandatory Procedure 
Inspect the institution’s records to verify that the institution followed its own refund policies when determining 
a recipient’s revised award amount. 

9. Maximum Time Frame For Undergraduates

Compliance Requirement
The maximum time frame a recipient is able to receive a TEG award as authorized by TEC, Title 3, Subtitle B, 
Chapter 61, Subchapter F, Section 61.2251(d): Eligibility for Grant; Persons Initially Awarded Grants During or 
After 2005-2006 Academic Year and is outlined in Appendix: TEG Program Guidelines – Page 3 - Satisfactory 
Academic Progress (SAP). Institutions may not award a recipient who has exhausted his/her maximum award 
time frame, unless the recipient has been granted an extension of that time frame under a hardship provision. 

https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=2
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.61.htm#61.2251
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.61.htm#61.2251
http://www.statutes.legis.state.tx.us/Docs/ED/htm/ED.61.htm#61.2251
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Mandatory Procedure 
Examine the school’s method of tracking the offer date of the first award for recipients to determine if the 
institution has a satisfactory system in place preventing the awarding of grants after the end of each recipient’s 
period of eligibility. The system, at a minimum, should include the following recipient information:  

• When the first award was offered
• The calendar year and term (or actual date) when the first award was disbursed to the recipient

The school must have a system in place to monitor a recipient’s award history to ensure the period of eligibility 
has NOT been exceeded and that any hardship decisions are documented in the recipient’s records. 

10. Disbursement Procedures

a. Approval of Disbursements

Compliance Requirement 
Funds cannot be disbursed or applied to a recipient’s account without prior confirmation of the 
recipient’s eligibility for the disbursement by the Program Officer. 

Institutions must be able to show that a recipient was eligible at the time of disbursement or when funds 
were applied to the recipient’s account. 

Mandatory Procedure 
Before award disbursement, inspect the institution’s procedures to determine if a satisfactory system 
that confirms a recipient’s eligibility is in place. 

b. Late Disbursements

Compliance Requirement 
The last day of the award period would be the last day of classes in a recipient’s period of enrollment. 
Documentation must be retained in a recipient’s file if the institution issues grant funds after the last 
day of the period of enrollment. Late disbursements must be made in compliance with the provisions 
under TAC, Title 19, Part 1, Chapter 22, Subchapter A, Section 22.11(g)(3): Late Disbursements. 

The provisions under TAC, Title 19, Part 1, Chapter 22, Subchapter A, Section 22.11(g)(2): Late 
Disbursements indicate funds disbursed after the end of the recipient’s period of enrollment must be 
used to make a payment against the recipient’s outstanding balance at the institution or to make a 
payment against an outstanding student loan received during that period of enrollment. Under no 
circumstances are funds to be released to the recipient. 

Mandatory Procedure 
Inspect the sample of award recipients, and if the students received a late disbursement, check to 
ensure procedures were followed and documentation is on file. 

c. Year-End Account Close-Out

Compliance Requirement 
By the end of each state fiscal year (August 31), all TEG accounts should be closed with all 
disbursements either applied to recipient accounts or returned to the THECB. The institution should 
return unused funds to the THECB by electronic funds transfer (EFT). In no case can all or part of a 
payment (i.e., EFT deposit) be held by the school beyond the end of the state fiscal year in which the 
funds were deposited.   

https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
https://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=11
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Mandatory Procedure 
Inspect an objectively determined sampling of recipient records to determine if disbursements were 
either applied to recipient accounts or returned to the THECB. 

Compliance Requirement 
Payments should not be “held” in the institution’s bank account. If funds cannot be re-awarded, they 
should be returned to the THECB based on timely disbursement rules (TAC, Title 19, Part 1, Chapter 22, 
Subchapter A, Section 22.2(1): Timely Disbursement). 

Mandatory Procedure 
Inspect the institution’s records to verify that funds were not “held” in the institution’s bank account. If 
excess or ineligible funds are identified during the audit process, the auditor should have the institution 
initiate a refund to the THECB, notifying Financial Aid Services through CONTACT US (Select “Financial 
Aid Question” as the Contact Reason). 

11. Retaining Records

Compliance Requirement
Records proving recipient eligibility at the time of disbursement, receiving of funds by the recipient, or 
application to the recipient’s account must be maintained by the institution for seven years after the date of 
completion of the award period (see TAC, Title 19, Part 1, Chapter 22, Subchapter A, Section 22.4(a)(1)(2): 
Records Retention). 

Mandatory Procedure 
Confirm the institution’s records for recipient eligibility and award disbursement are maintained for the 
required amount of time. 

12. Reports

Compliance Requirement
Institutions are required to complete multiple reports and submit them to the THECB. These reports are used to 
verify that an institution is adhering to program requirements in making awards and to reconcile school records 
of the amount received with the amount on record as being issued by the THECB. 

Mandatory Procedure 
Confirm that business office records of TEG amounts issued, and number of awards made agree with the 
amounts reported by the institution through the Financial Aid Database (FAD) Report.  

13. Prior Audit Findings

Compliance Requirement
Institutions that have repeat findings in reports or failure to satisfactorily resolve the findings may lead to an 
adverse administrative action for State Financial Aid Programs. 

Mandatory Procedure 
Confirm the institution satisfactorily resolves findings reported in any previous annual review. 

http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=2
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=2
https://www1.highered.texas.gov/Apps/CRAFT/Home/Create
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=4
http://texreg.sos.state.tx.us/public/readtac$ext.TacPage?sl=R&app=9&p_dir=&p_rloc=&p_tloc=&p_ploc=&pg=1&p_tac=&ti=19&pt=1&ch=22&rl=4
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Section C: 2022-23 TEG Program Guidelines

An electronic version of the 2022-23 TEG Program Guidelines can be found on the THECB website. 

https://reportcenter.highered.texas.gov/agency-publication/guidelines-manuals/tuition-equalization-grant-fy-2023-guidelines/
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