March 22, 2013

Ms. Karla Fickens, President
Frederick School of Cosmetology

403 South Jetferson Street UPS Overnight Mail Tracking #
Frederick, MDD 21701 17. A54 67Y 01 9488 9314
RE:  Final Program Review Determination

OPEID: (4139700
PRCN: 201140327695

Dear Ms. Fickens:

The U.S. Department of Education’s (Department’s) School Participation Team — Philadelphia
1ssued a program rcview rcport on August 23, 2012 covering Frederick’s administration of
programs authorized by Title IV of the Higher Education Act of 1965, as amended, 20 U.S.C.
§§ 1070 et seq. (Title I'V, HEA programs), for the 2009-2010 and 2010-2011 award years.
Frederick’s final response was received on October 17, 2012, A copy of the program review
report {and related attachments) and Frederick’s response are attached. Any supporting
documentation submitted with the response is being retained by the Department and is available
for inspection by Frederick upon request. Additionally, this Final Program Review
Determination (FPRD), related attachments, and any supporting documentation may be subject
to release under the Freedom of Information Act (FOIA) and can be provided to other oversight
entities after this 'PRD is issued.

Purpose:

The purpose of this letter is 1o inform Frederick of the {inal determinations made by the
Department concerning all of the outstanding findings of the program revicw report.

Protection of Personally identifiable Information (PII):

PII is any information about an individual which can be used to distinguish or trace an
individual's identity (some examples are name, social security number, datc and place of birth).
The loss of PII can result in substantial harm, embarrassment, and inconvenicnce to individuals
and may lcad to identity theft or other fraudulent use of the information. To protect P11, the
findings in the attached report do not contain any student PII. Instead, each finding rcferences
students only by a student number created by I'ederal Student Aid. The student numbers were
assigned in Appendix A, Student Sample. The appendix was encrypted and sent separately to
the institution via e-mail.

T

Eoeanl Pz irivati~ Di-ixian — Philacieighki=
B30 F-3% Straet 07 Washington, DC 75770 =877

e = ed e -
ST R AT TN




Frederick School of Cosmetolozy
OPE ED: 24139700

PROCN: 20114032795

Page 2 of 2

Record Retention:

Program records relating to the period covered by the program review must be retained until the
later of: resolution of the loans, claims or expenditures questioned in the program review; or the
end of the retention period otherwise applicable to the record under 34 C.F.R. §§ 668.24(c)(1),

(¢)(2), and (€)(3).

The Department expresses its appreciation for the courtesy and cooperation extended during the
review. If the institution has any questions regarding this letter, please contact Kenneth Porter at
202-377-4060.

Sincerely,

Nancy Paula Gifford
Director
Philadelphia School Participation Division

Enclosure:  Program Review Report (with attachments)
I'rederick School of Cosmetology Response to the Program Review Report

ce: Mr. Richard Linton, Financial Aid Director
Maryland Higher Education Commission
National Accrediting Commission of Cosmetology Arts and Sciences
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A, Institutional Information

Frederick School of Cosmetology
403 South Jefferson Strect
Frederick, MD 21701

Type: Propricty
Highest Level of Offering; Non Degree 1 Year

Accrediting Agency: National Accrediting Commission of Cosmelology Arts and
Sciences

Current Student Enrollment: 14
% of Students Reeciving Title IV, HEA funds: (2011-2012) 71%
Title IV Participation (2009-2010)
Federal Pell Grant (Pell) $63,197.00

Federal Direct Loan Program (FDLP) $112.373.00
Total: $175,570.00
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B. Scepe of Review

The U.S. Department of Education (the Department) conducted a program review at
Frederick School of Cosmcetology’s (Frederick) from August 22, 2011 to August 26,
2011. The review was conducled by Mr. Kenneth Porter, Ms. Alekia Campbell and Mr.
Peter Brennan.

The focus of the review was to determine Frederick’s compliance with the statutes and
federal regulations as they pertain to the institution's administration of Title [V programs.
The review consisted of, but was not limited to, an examination of I'rederick’s policies
and procedures regarding institutional and student cligibility, individual student financial
aid and academic files, attendance records, student account ledgers, and fiscal records.

A sample of 30 files was identified for review from the 2009-2010 and 2010-2011 (year
to date) award years The files were sclected randomly from a statistical sample of the
total population receiving Title IV, HEA program funds for each award year. Appendix
A Tists the names and social sccurity numbers of the students whose files were examined
during the program review.

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence
of statements in the report concerning Frederick’s specific practices and procedures must
not be construed as acceptance, approval, or endorsement of those specific practices and
procedures. Furthermore, 1t does not relieve Frederick of its obligation to comply with all
of the statutory or regulatery provisions governing the Title IV, IIEA programs.

C. Findings and Final Determinations

Resolved Findings

Finding{s) #1 and 3

Frederick has taken the corrective actions necessary to resolve {indings # 1 and # 3 of the
program review report. Therefore, these findings may be considered closed. The
institution’s responses concerning these findings are included in Appendix D.

Findings with Final Determinations

The program review report findings requiring further action arc summarized below. At
the conclusion of cach finding is a summary of Frederick’s response to the finding, and
the Department's final determination for that finding. A copy of the program review
report 1ssued on August 23, 2012 1s attached as Appendix C.
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Finding # 2: Inaccurate Loan Origination Information Reported to COD
Citation:

A school participating in the Direct Loan Program must ensure that any information it
provides to the Department in connection with loan origination is complete and accurate.
Additionally, an institution must provide to the Department borrower information that
includes, but is not limited to;

(1) The borrower's eligibility for a loan;

(2} The student's loan amount; and

(3) The anticipated and actual disbursement dates and disbursement amounts of the
loan proceeds. 34 C.F.R. §683.301(a)(1) and (2)

An actual dishbursement of Title 1V funds occurs on the date, which the school credits a
student's account at the institution or pays a student or parent directly with:
(1) Funds received from the Department;

(2) Funds received from a lender under the FFEL Programs; or

(3) Institutional funds used in advance of receiving title IV, HEA program funds. 34
C.FR §668.164 (aj(l)

Noncompliance Summary:

Frederick inaccurately reported 26 actual loan disbursement dates in COD for 13
students in the review sample. The inaccurate disbursemeni dates ranged from 1 day to
143 days earlier than the date the Title IV funds were actually disbursed to the students’
dCCOURLS.

Interest on Direct Loans disbursement begins to accrue on disbursement date report to
NSLDS and COD by the institution. Misreporting disbursement dates hefore the Title IV
loan funds are actually disbursed to the student account may cause undue additional
interest charges for the Department, the student, or the parent borrower.

Required Action Summary:

The Department required Frederick to conduct a file review of ali students who received
Federal Direct Loans in 2009-2010 and 2010-2011, in order to determine if the loan
disbursement dates Frederick reported ro COD for those students were accurale. For
each student who received Federal Direct Loans during those award vears. the
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Department required Frederick to submit a spreadsheef summarizing the results of its file
review.

Finally. the Department required Frederick to review its policies and procedures related
to the disbursement of Title 1V loan funds to ensure that they are sufficient to prevent a
recurrence of this finding. The Department required Frederick to submit a copy of any
revisions with its response 1o the program review report.

Frederick’s Response Summary:

In its written response, dated October 17, 2012, Frederick submitted the results of the file
review for all of the Direct Loan disbursements made by the school during the 2009-2010
and 2010-2011 award vears. ln addition, Frederick detailed, revisions it made 1o its
policies and procedures to ensure the accuracy of Direct Loan disbursement information
reported to COD.

Final Determination:

Based on an analysis of the file review information submitted by IFrederick, the
Department determined that Frederick inaccurately reported 54 actual disbursement dates
to COD for 17 students during the 2009-2010 award year. Frederick inaccurately reported
49 actual disbursement dates to COD for 16 students during the 2010-2011 award yecar. The
maccurate disbursement date ranged from ! day to 143 days earlier than the date the Title TV
funds were actually disbursed to the students’ accounts. By misreporting the disbursement
dates, Frederick caused unwarranted interest charges for the student, the parent borrower
and the Department.

Frederick must correct the disbursement dates in the COD system. The disbursement
record for each student identified in the Appendix B must be adjusted in COD based on
the actual disbursement dates to each student’s account provided as part of the
institution’s response to the program review report. A copy of the adjustment to cach
student’s COD record must be sent to Kenneth Porter within 45 days of the date of this
letter.

Because CO12 adjustments are nccessary for closed award vears, Frederick must
immediately request exiended processing through the COD Website (htip://cod.ed.gov).

e Click on the Request Post Deadline/Extended Processing link under the School
menu.

s On the request screen, the institution should indicate in their explanation that the
request is based on a program review, and provide the program review control
number.
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The institution will be notificd of the status of the request at the time of
submission, and an ¢mail notification will be sent to the FAA and President when
extended processing has been authorized. At that time, the school must fransmit
student/borrower level adjustments to COD for the closed award year(s).
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Appendix A: Student Sample, contain personally identifiable information and will be
emailed o Frederick School of Cosmetology as an encrypted WinZip file using
Advanced Encryption Standard, 256-bit. The password needed 1o open the encrypted
WinZip file(s) will be sent in a separate email.
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Appendix B: - Student Sample {0 the Final Program Review Determination (File
Review Results), contain perscnally identifiable information and will be emailed to
Frederick School of Cosmetology as an encrypted WinZip file using Advanced
Encrvption Standard, 256-bit. The password nceded to open the encrypted WinZip file(s)
will be sent 1n a separate email.
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Appendix C: Program Review Report




August 23, 2012

Ms. Karla Ficken, President
Frederick School of Cosmetology

403 South J>HFerson Street UFEE Qvermighs Mail. Tracking #
Frederick, MD 21701 1Z ASd 877 07 9625 0288

RE: Program Review Rengrt
OPEID: 04135700
PRCN: 201140327695

Bezr Ms. Ficken:

From August 22, 2011 through August 26, 2011, Mr. Xenncth Porter Ms. Alekia Camaobell and
Mr. Peter Brenran conducted a review of Frederick’s administration of the programs authorized
pursuant to Titie "V of the Higher Education Act of 1963, as arrended, 20 1.8.C. §§ 1070 et seq.
{Titie IV, I"2 A programs). The findings of that review are presented iz the enclosed repot.

Findings of noncomrliance are referenced to the aprlicable statutes and regulations and specify
the action recuied to comply with the statute and regulations. “lease review the report and
respond to cach finding. indicating “hc corrective actions taken by Frederick. The response
shouid include a brief, written narrative for each finding thzt clearly states Frederick’s position
regarding the finding and the corrective action iaken to resolve the finding. Separaie from the
written narsziive, Frederick must provide supporting documentation es reouired in each finding.

Please note that pursuant to HEA section 498A (b), the Department is required to:

(1) provide to the institution an adequate opporaumily to review and tespong to any
preliminary program teview =eport’ and relevant snaterials related to the report before any
final program review report is issued;

(2) review and tzke into consideration an institution’s response in any final program review
report or aud:t determination, and inciude in the repert or determiration —

a. A weitten statomernt addressing the institution’s response;
b. A written statemert of the basis for such repor: or determination: and
¢. A copy of the insti*:tion’s response.

' A "preliminary” progrem review repert is the srogram review repct. The Department's final program
review report is the Final Program Review Detzrmination [FPRD).
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response will not be attached to *he FPRD. Hewever, it will be retaired and available for
1zspection by Frederick upon recuest. Copies of the program review report, the instiution’s
response, and any supporting cocumentation may be sublect to release under the Freedem of
Inferation Act (FOIA) and can be provided to other oversight eatities afte~ the FPRD is issued.

The institution’s response shouid be sent directiy to Mr. Kerneth Porter of this office within 60
calendar davs of receint of this izlior.

Protection of Personally Iden®Sehle Informeation PLs
PIL is any izfermatior about an individual that can be used {o distinguish or trace an indivicual's
identity {(scTe exarmples are name, socizl security number, date and place of iR, The loss of

identity thef: or other fraudilent use of the ‘=“ormation. ~o protect P11 the findings in the attached
report do not contain any studert PI. Instead, each finding refererces students only by a student
number crested by Federal Student Ald. e student numbers were assigred in Appendix A,
Student Sample. Please see the enclosure Protection of Personally [dentifiable Information for
instructions regarding submission o the Deperment of required datz / docwments containing PIL

Record Retertiom:

Program ~ccords relating to the neriod covered by the program review must be retained vntil the
later of: resolution of the loans. clai=s or expenditures questioned iz tae prograr: review; or the
end of the retention period otherwise erpiicabie o the record under 34 C.F.R. § 668.24(¢).

We wouid Ike 10 express our appreciation for the courtesy and cooperztion extended dunng the
review. Pleasc refer to the above Program Review Centrol Number (PRCN) 1n &l
comreszondence relating to **'s report. If you have any cuestions conceraing this report, piease
contact Mr. Kenreth Porter a2 202-377-0460 or kem=zt™ prriermad.zov,

Sincerely,

(b))

John §. Loreng
Team Leader

cc: Mr. Richar¢ Lirtca, Finarcial Aid Director

Bnclesures:  Protection of Personally Identifiable Information
Program Review Repors



PRO.ECTION CF PERSCNALLY IDENTIFIAR.E "™WFORMATICX

Personaily idertifiabie informsztion {(PH) being submtted to the Depa_"‘:fﬂent ~ustbe
protected. Pl is any information sbout an individual which can be used to
distinguish or trace an individual's identty (some exsr-oies are name, sociat
security number, date and piace of bir).

Pl beirg submitzad electronically or on media (e.g., CD-20WV, fioppy disk, DVD)
must be encrypied. T he datz must be submitted in a .zip f2 encryrtad with
Advanc=d =xcrvption Standard (AES) encryption (256-bit is preferred). ~he
Department uses WinZip. However, fies created with other encryption scfware are
also accentehie, provided that they are copatible with WinZip Vers'on: 9. {}) and
are ercrypied with AES encryption. Zipped fi'es using VWinZio must be saved as
Legacy compressicr {(Zip 2.0 compztiblel.

The Deneri—ent —ust receive an access password o view the encrypted
information. " ~e vzsswcd must be e-maied sevaraiely from the encrypted daiz.
The password must be 12 characters in lerg* and use three of the foFowing: upper
case leter lower case ‘etier, number, speciz! character. A manifest must be
inciuded with the e-mail that lists the types o files being sent {a cooy of the
~anifest must be retained by the sender).

Hard cony fiies and mecia containing P!l must be:

- zentvia a shipping methad that car be ‘racked wit sigrature
required upon delivery

- double packaged in packeging that is aporoved by *he shipping agent
(FedEx, DHL, UPS, USPS)

- labeled with both the ""o" and "F -om" addresses on b2t the inner

and outer packages

- identified by a manifest included in the '~rer package that lists the
tvpes of Fles in the shipment (a copy of the manifest +ust be relzined
by the serder).

Fll data cannot be sant via fax.
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A, Tmetitutiongl Enformgtion
Frederick Schoe: of Cesstology
433 Scurth jefferson Street
Frederick, MD 21701

Type: Fropriety

Highes: Level of Offerirg: Non Degree-1 vear

Accrediting Agercy: National Accrediti=g Commission of Cesmetciogy Arts and
Sciences

Crrment Studert Enrollment: 14 (2010-2011)
% of Students Receiving Title IV: 71% (2010-2011)
Title IV Participation (2009-2010, ner (PCNet)

Title TV Pa-tieination: 200920610

= deral Peli Crant (Pell) $63,197.00
“zderal Direct Loar Program T 2LP) $:112.373.00

Total: $175.773.00
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B. Srome of Reviewr

The U.S. Denariment of Education (the Derartment) conducted @ program review at
Frederick from August 22, 2011 to Avgust 26, 2011, The revies wes conducted by
Kenneth Porter, Alekia Campbeil and Peter Brennan.

The focus of the ~oview was to deterine “rederick School of Cosmetnlogy’s comuiiance
with the statuies and federzal regulations as they pertain to the in<t™uton's adr-inistration
of Tile IV prozroms. The review consisted of, hut was net Iimited to, an examination of
Frecerick’s policies and prececures regarding irsttutional and =-udent eligibility,
‘ndividual studer® financial aid ané aczader"c fiies, attendarce records. student account
edgers, and fiscal records.

A sample of 3¢ files were-ideriified for review fom the 2009-2610 and 2010-2011 (year
‘o date) award years The files weme selected randomly fom a stztistical sample of the
total popu ation receivirg Title IV, 115 A program funds fo- cach award year. A-rerdiy
A lists the names and social s2cunty numbers o7 the studernis whose files were examined
during the program™ review.

Discla®—am:

Although the review was Thorough, it cammot be assurmed to e all-inclusive. The absence
of statements in the =epor concerning Frederick’s specific practices and procedures must
not be constried as accepiance, apzroval, or endorsemment of those specific practices and
procecures. Furtherore, it does not refieve Frederick of its obiizztior o comply witz all
of the statutory or regulatcmy orovisicns gover=ing the Title IV, HEA ==cgrams.

s report reflects initial findings. These findings are not Fi-al. The Department wiil

C. 7ingdirgs

During “he review, severzl gre2s of noncemnliance were noted. Findings of
noncorrpiiance are ~cferenced ‘o the appiicadle stetutes end reguietions and spectfy the
act:ons o be taken by Frederick to bring orpcrations of the finzncial aid programcs inte
compliance with the satites and reguiations.

Fipling #I: Umtimely Karellment Stetzs Renorting
Citatiomn:
Upon receipt of an enroltment status »evort, an institution must cosuplete and return that

repor: within 30 days of -eceipt. And, un'ess an institation exne s to submi’t 11 next
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enro:lrent status report within the next 50 days, it st notifv ihe guaranty agency or
lender within 20 days whenever

(1} a Stafford or PLUS lozgn has been made io, or cn behal? of, a student who errolled at
that schoow, out whc has ceased 1o be enrolled ag leas? a haif-time;

(2} 2 Swafford or 278 Joan has beer made to. or on behalf of, 2 *udent who has been
accepted for enzeilzant at thet school, but vho fziled to enroll at least 2 half-time for the
period Jor which the losr was intended;

(3) a Staftord or PL.US lean has becn made to, or on behalf of, a fuli-ime stident who
has ceascd 1o be enrolled full-time; or

{4) o= enrolled student who is a Stafford loan recipicor® has caanged his or her permanent
acdress. 34 CFR 682.610 {c).

Student enrollment irzf@-"*'*- en is ext:eme':y important, Secause it fetermines if the
student should mai~tzin “ir: school™ status. move into renavment, or is eligible for an in-
schocl defe~ent. For students movkng ‘nmio repayment, the out of schooi stztus effective
dzte defermines wher the grace period begins and how soon a student must begin
repaying loan funds. An instifuiior maust report changes in the student’s caroiiment
status, 1ne c7ecth ¢ date of the status, and antlmpated competion date.

NSLDS sends roster files efectronically through a school’s SAIG —ailbox that contair al:
of the school’s students who are identified in N31.1DS as Staford ioan borrowears or
PLUS loan berciiciares. The institution, or its serviger, must cor+fy the infermation and
reiun tae file wishin 30 dayvs of receiving it; or, it may upczte *Fc information on the
NSL3S website. Add_t*oually, an nstalion must report changes in enrollmert 1o less

than hef-time, graduzated, or withdrawn within 38 davs. However, if 2 scheol 2xpecis 2
roste file within 60 days. 1t ray nrovide the data on that roster file.

Nemecrpilance:

Eight o the 15 files reviewed contained cata that was received by NSLLIS more than 60
days after the effective date of the change. The chet below provides additional detzlis
regarding tre actual dmeline for eporting the eight instances.

PR BT S P

QA'T'_-:’:"'“A . . T -'_'_'v'_\.‘_-_ IARt ] T-;-\J_c‘::“:_‘;ﬂ“ ,_—j_c_,‘: : -
1 [ovsEod . Na | T UNA . ouiSH0IG 07010 | 3
5 [ 040772000 N/A - N/A | 07/1520:C _07/15/2010 | 404 |
6 | 120/201.  N/A N/A 0472172011 940252011 | 31|
§ | 08/042005 T N/A N/A 11/13/20:0 _11/13/2020 | 404
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| 9 . i2R2120i¢  NA  NA L 06/26/2010 | 06/21/2010 | 122
|0 127212010 | N/A | N/A 04/21/2011 | G4/25/201 65 |
14 p4m7/2009 1 N/A N/A 67/15/2010 ' 07/75/2010 | 444
R 4617  N/A N/A . 08/10/2011  08/11/2011 | 47
|7 N/A 03/19/2011  03/25/2011  06/20/20i1 06/21/2011 | 34

A scheol’s faiiure to subit enroilment stztus reports in a “elv manner may cause
acditionat expenses for the Depart~ent or studen?s,

Reruired Actiom:
crederick rr‘ust revise its policy and procedures to cnsure that students” erroilment status
are reporied i a tmely meter to NSLDS. Frecerick must submit a copy of its revised

poiicy and procedures with its response to *his Pregram Review Repot.

Fingin:

y' g

#2: 72 ~aceurate Logn Crigimatien Tnformetiern Reported te OO0

Clitztion:
A school patticipating ir the Direct Loan Program must ensure that 2=y information it
orovides o the Depart~ant in conrection with Joan origination s comete ang accurate.
Acditionaily, an institutlon must provide to the Denartmen: borrewer ‘n*-rration that
includes, but is not [imited io;

{1) Tke bomrewer's eligioiii for a lean;

{2) The student's lpar amoun®: and

(3} The anticirated and actaai disburserent dates and disbursement amounts of the
‘oan vroceeds. 34 C.7 R, §685.301(a){1) and (2}

An actrzi disbursement of Title IV funds eccurs on the date, which the school credits a
stucent's account st the institution or pays a student or parent direct’y with:
(1) Furds received fom the Deparment;

{2} Funds received from a lender under the FTEL Programs: of

(3} Institational £:nds used in advance of receiving titie IV, ] - A program funds. 34
CFR§968.164 (2)(1)

NemermTFames:
Frederick inaccurztely reperted 26 loar disbursemer dates in NSLDS and \JOD for 13
stedents iz the review samnle. ~ he inaccurate dishursement dates ranged om [ to 143

davs ez-lier than the date the Title 7V fu-ds were actvally disharsed to the studer's’
ECCOunis.
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e che below compares - actual disbursement dates reco*ded on tze siudents’

accoun: ledger and the co*‘“ﬂspordmg dishursemnent date that -
Commeoen Ongimesion anc >sburserc~t (COD) system. as dismlayed in NSLDS.

recderick renoted to the

-

| AECERbCIa BRI _iTEET s

#6  Unsubsidized DirectLoan |  $2.985 | 20032009 121309 10
| Subsicized Direct Loan $1,742 | 121»9312009} 12/13/09 10

47 | Unsubsidized Direct Leax 3395 11/62/2070 | 13/26/2010 - 24 .

| | Subsicized Jirect Loan $L.742 11/62/2070 | 13/26/2010 24

#8 ! Unsubsicized Divect Loan 1000 13/18/20:0 | 12292010 473

l _ Subsidizzd DirectLoan | S31,742 13/18/2010 | 12/29/2010 . 41

‘ #5 Unsubsicized Jirect Loan §2.985 1% - /06/2009 | 12/03/2009 | 27

! Subsid zed Direct Loan $1,742  11/06/2005 © 12/63/2009 - 27 :

| #8 " Tsubsidized Direct Loan S2,985 11/06/2009 11/19/2009 '3

; Subsidized Direct Loan $1.742  11/06/2009  11/19/2009 i3

| 11 | Subsidized Direct Loan | $133  8/08/2009 | 2/29/2009 143

#12 | Unsubsidized Direct Loan | $2,985 5/04/2009 | 1:/19/2069 76
Subsidized Direct Loaz 1,742 S/04/2009 | 1:/19/2009 | 76 |
| insuisidized Dircer Loan S2.885 | 172272010 | 172572616 3
Sl...:)b dized Dﬂ'ea Loan 31,742 | 172272G1¢ | 1725/2C1G 3

#15 Jrsua&ducd Direct Loan I $2,985 | 1/227201¢ | 1/25/2010 3
Subsidizec Direct Loan | 81,742 [ 1/22/2010 | 1/25/2010 3

£20 | Unsubsidized Direc® Loan | $2,985| 6/15/20%1 ! 6/29/20:1 14

| Subsidizec Directloan | 81742 553671 6202001 1 14 |

822 Lear | $1,742  4/19/2011 | 4/26/2011 7

#24 Lnsubsad 7eG DirectLoan  $1,930  12/07/2010 | PRI 15

' . Subsidized DFrect Loan 87495 12/67/2010 | 121177267 ¢c 10
Unsubsidized Divect ~oen 2. 167 . 6/152011 | 6/29/2011 14 ,
Ursihsidized Direct _oan $2.166 | 7/22/201% | 7/25/201: | 3 i
| Unsubsicized Direct Loan §005 | 314001 | 37201 | 3
Subsidized Dizect Loan $1,742 | 3/14/201% © 3/17/201% ¢ 3 |

Interest on Direct Loans disbursement begins to accrie on cisburseriont date ~enort to
NSLDS and COD v the institution, Misrercoriag dishursement dates belore the |

toan funds

o
s

interest charges for the Denemiment, the s*udent. or the parent borrows:.

1le IV
act mw cispursed to the studert account may cause undue additional
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Reguired Acticm:

Frederick must conduct a file review of all stace=ts wha received Federzal 7=t Loans in
2609-2910 and 2010-201 1

For each student wio received Feceral Direct Loans during those award years, Frederick
must provide a spreadsheet with the folicwing information:

Qederv’s first name;

Student’s last name;

Studert’s secial security numher;

Leans recesved.

Award veer;

Loaz type;

Loan period;

Drsbursement arount and dishursenent date of cach disbursement from
COD or NSLDS, and

G Disbu-scment amount and dishursernen date of each dishbursement Som

PO N N LA R b e

student account ledger and .
13. Ezrcilment Status for cach student

Firally, Frederick must meview 1ts policies and procedures refated to the disbursement of
Titie V loan ﬁmds to ensure that they are sufficient to orevent a recurrence of this
finding. Frede-ick —ust submit 2 copy of any rovisions with 1ts response o the program
review Teport.

Findi~g #3: EarT Logr Dishursement

Citgtin—:

An institution may not release the £-5¢ dishursement of a Stefford loan to a s7:dent, who
is enro:ied in the first year of an undergraduate srogram of studv and has o’ previcusly

received a Direct ‘in:,lm/cd or Drirect Unsubsidized loan until 30 days aftcr t~c 975t day
of the student’s program of =*udy. 34 C.F.R. § 682.604/c)(5).

Nemgoriianee:

Frederick disbursed Title IV loan funds to student #22 pricr t¢ the student completing the

firs? 30 days of the nrogram. Perthe enrollment agreerent signed by the student. the

stzdent’s start day in > cosmetology program was April 5, 201 1; howsver, according to

the stucent’s ledger staoment. “2e school dis *—ﬁed Direct Subsidized Loan furds to the
student on A=~ 26, 2011 onlv 22 days zfer the student sta~ec he progra™.

A schoel’s failure to delav the first distursemrent for 30 days may cause a student 10 1meur

unnecessary debt.
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Requirf Actiom:

Frederick must review its policies and procedures relaed to the disbursement of Title 7%
loan furds to students enrolied in the first vear of an urndergrecuatc vrogrem *C ensure

that they are sufficient to nrevenrt a recurrerce of this finding. Frederck must sthmita
copy of any revisions with I's res2onse to the nrogram review report
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Appendix D: Institution’s Written Response to the Prosram Review Report Dated
October 17, 2012




Q\ Frederick School
f\ of Cosmetology

403 5. Jefferson Street, Frederick, MT 21701
Tel, (301) 658-2600 FAX {301) 668-5051
www. frederickschoclofcosmetology.edy

October 17, 2012

Mr. Kenneth Porter

US Department of Education

Federaf Student Aid Schoo! Participation Division - Philadelphia
830 First Street NE

Washington, DC 20202-5402

RE: Program Review Report - Requested school response
OPEID: 84136700
PRCN: 201140327595

Dear Mr. Porter:

The purpose of my letter is to respond to your letter dated August 23, 2012 concerning the
findings from the school's program review that was conducted from August 22, 2011 to August
26, 2011. Listed below is the information you have requested in the order as it appears in your
ietter:

Background information: Regretfully, in April 2010 the schoo! changed third party processors
from Financial Aid Services, Inc. to FAME, Inc. The move did not go very smoothly and as a
result of the probiems associated with changing third party processors the school took
corrective action by canceling their contract with FAME, Inc. in September 2010 and resumed
third party servicing with Finarcial Aig Services, Inc.

Finding #1: Untimely Enrollment Status Reporting

Financial Aid Services, Inc. reporting method for the SSCR report is iess complicated and very
easy to do in a timeky manner. The procedure is as follows:

The school is reguired to submit a SSCR report every other month {on the even months).
Financial Aid Servicers will receive the school's enroliment roster from NSLDS at the beginning
of the menth and transmit it to the school via FASLine (Financial Aid Servicers' software). The
school wilt see the butten light up in FASLine when it's available. in red lettering it will say SSCR
Due By xx/xx/xxxx. The school is required to go into the SSCR and confirm or update each
student’s status. It is the school's responsibility to ensure that statuses are updated correcily
based cn the student's current enrollment status. Once all students are updated, the file will
come back to Financial Aid Servicers who will then transmit it back to NSLDS via EDConnect.
Any error reports received are sent back to the school via FASLine for correction.

Finding #2: Inaccurate Loan Origination !nformation Reported to COD:

The school discussed disbursement date regulations with third party servicer and both are now
on the same page as to which date should be recorded as the disbursement date on student
ledgers and on COL. The date in which the student appears on a roster (roster date) will be
used to determine student eligibility. This date wiil be used when recarding disbursement on
the student ledaer and will be the date reported to COD.
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Required Action: Enclosed are the two spreadsheets for Federal Direct Loans for 2009-2010 and
2010-20711. These spreadsheets contain the information you requested and | have included
reports from COD for 2009-2010 and 2010-2011. According to the COD Actual Disbursement
Roster for both award years the total net disbursements from COD agree with the total
disbursements the school received that is posted to each student's account ledgers.

Finding #3: Early Loan Dishursement

The student changed her original start date from March ¥, 2011 to April 5, 20171, On the
student’s certified loan document the loan period was from 3/1/2011 to 10/1/2011. July 2012
Financial Aid Services launched a new on-line system which includes verifying direct loan
eligibility disbursements before any loans can be disbursed.  The school will verify student
start dates for all first disbursements to ensure that the student has been attending for at least
30 days before accepting the disbursements for payment, ensure that the students have earned
the correct amount of hours for the 450, 900 and 1200 hour foan disbursements, and
monitoring satisfactory academic progress.

Corrective Action: Frederick School of Cosmetalegy will continue to attend yearly financial aid
seminars and will continue to work closely with Financial Aid Servicers, #nc., the school’s third
party processor to ensure that the school policies and procedures are in compliance with all
federal statutes anc regulations in regards to processing Title IV financial aid.

In closing, we would like to thank you, Ms. Campbell and Mr. Brennan for the information and
assistance you have provided cur school during the Program Review. Please know, | value,
respect and understand the purpose and importance of the Program Review. t will sincerely try
to the best of my ability to put procedures ir place sc that the above mistakes do not happen
again. If you have any questions concerning this matter please contact me at 301-668-2900 or
kficken@frederickschoolofcosmetology.com.

Sincarely,
.'),
sf\-./ I ’ "
- . S Lio .
s {':-; R G P L
Karla Ficken
Director of Adminisiration

¢c: Mr. Richard Linton, Financial Aid Direcior

Enclosures: Student Direct Loan Award Year 2009-2010
Student Direct Loan Award Year 2010-2011
COD Actual Disbursement Roster 2009-2010
COD Actual Disbursement Roster 2010-2011



