Dear President:

On March 15, 2002, the General Services Administration (GSA) suspended Arthur Andersen, LLP (Andersen) from conducting business with the federal government.  Suspension by any federal agency has immediate government-wide effect and, in this case, prevents Andersen from conducting new business as an auditor with all federal government agencies.  Specifically, this suspension excludes Andersen from entering into future contracts with all federal government agencies to provide federally-required audit services, regardless of the contract amount.  

As a result of its suspension, Andersen is now listed on the “List of Parties Excluded from Federal Procurement and Non-procurement Programs” (“GSA Listing”), the listing compiled, maintained and distributed by GSA that contains the names and other information of persons and entities debarred, suspended, voluntarily excluded, and otherwise determined ineligible for participation in federal government programs.  Publication on the “GSA Listing” constitutes sufficient notice to participants regarding a suspension action.  However, because of the national and global implications of the Andersen suspension, and because our records indicate that your institution has used Andersen in the past as its independent auditor, this letter is intended to make you aware that this suspension has occurred, and to advise you of its effect. 

Federal law provides that a grand jury indictment constitutes adequate evidence to suspend a government contractor.  GSA based Andersen’s suspension on its indictment for one criminal count of document destruction.  The indictment alleges that Andersen, as Enron Corporation’s former accounting firm, at numerous locations throughout the world, knowingly, intentionally, and corruptly destroyed documents and other information.  According to the indictment, the documents destroyed related to Andersen’s work for Enron Corporation, and the actions taken were intended to impair official proceedings.     

Suspension is a serious action used to protect the public interest.  It is the policy of the federal government to conduct business only with responsible companies or individuals who have a satisfactory record of integrity and business ethics, and who possess adequate internal control structures to insure performance in accordance with contractual requirements.  The indictment of the Andersen firm for obstructing ongoing official proceedings relating to its audit work supports suspension from federal contracting.  
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Andersen has been suspended from conducting future business with the federal government, to include entering into contracts with all federal government agencies to provide federally-required audit services, regardless of the contract amount.  Consequently, the U. S. Department of Education will not accept audits or financial statements if Andersen contracted to perform them for your institution after March 14, 2002.  Andersen remains suspended based upon the indictment until the conclusion of the related criminal proceedings.  Therefore, the Department will not accept audits or financial statements performed by Andersen until resolution of the indictment and suspension.

Notwithstanding the suspension, Andersen may continue to participate in transactions that were in existence at the time of its suspension.  This means that if your institution contracted with Andersen for audit services before March 15, 2002, the Department will not refuse any audits or financial statements that are subsequently submitted based on the fact of this suspension alone.  







Sincerely,







Victoria Edwards







Acting Director







Case Management and Oversight

Cc:  Financial Aid Administrator

