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B. Scope of Review

The U.S. Department of Education {the Department) conducted a prograni review at Johnson
C. Smith University {MCSU) from May 20 = May 24 2013, The review was conducted by
Lisa Lancaster, Angelique James and Lonnie Seal.

The focus of the review was to examine records of student’s with all non-passing grades fora
term, and, to deteming JCSU’s compliance with the statutes and Federal regulations as they
pertain to the institution's administration of Title IV programs. The review cansisted of, but
was not limited fo, an examination of JCSU's policies and procedures regarding institutional
and student eligibility, individual stodent financial 2id and academic files, attendance
records, studant account ledgers, and fiscal records.

A sample of 30 filcs was identified for review from the 2071-2012 and 2012-2013 {year to
date} award years, The 2011-2012 files werz selected randomly from a sample of students
with non-passing grades. The 2012-2013 files were selected randomly from a statistical
sample of the total population of students receiving Title 1V, LIEA program funds for each
award year. Federal Perking Loan records were also reviewed for five borrowers. Appendix
A Jists the names and social sscurity numbers of the students whose files were examined
during the prograrm review,

Dischaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of
slatemnents in the report conceming JCSU's specific practices and procedures must not be
construed as acceplance, approval, or endorsement of those specitic practices and procedures.
Furthcrmore, the program revisw does not relieve JCSU of'its obligation to comply with all
of the statutory ur regulatery provisions governing the Title IV, 1IEA programs.

This report 1eflects initial Bndings, These findings are not tinal. The Department will issue
its final Nindings in a subsequent Fingl Program Review Detennination letter.,

C. Findings

During the review several areas of noncompliance were noted. Findings of noncompiiance
are referenced to the applicable stalules and regulations, and specify the actions to be taken
by JCSLI to bring operations of the financial aid progrzums into compliance with the statuzcs
and repulations.

Finding 1: 1Lack of Administrative Capa

Clitation:

M CFR. § 668.16 of the Student Assistance General Provisions states that to begin and to
continue to participate in the Title TV programs, an institution shatl demenstrate to the
Secretary that it is capable of adequately administering each program. The Secretary
considers an institution to have that administrative capability under the following standards if
it —

Administers the Title 1V programs in accordance with all statutory provisions,
Designates a capahle individual to be respensible for administering the programs in
which it participates;

Uses an adequate number of qualified persans w administer the programs;

Has written procedures for indicating (he responsibilities of the various oftices to

ensure a system of checks and balunces and intemal controls,

Divides the functions ol authorizing payments and disbursing funds so that no ong

office has responsibility for both tunctions,

Establishes and maintains systematically organized records,

Establishes, publishes, and applics reasonable standards for measuring whether an

otherwise sligible student is maintaining satisfactory academic progress in his or her

edvecational progeam;

H. Develops and applics an adequate system to identify and resolve discrepancies in the
mlgrmation that the institufion reccives from different sources with respectto a
student’s application for financial aid:

1. Refers fraud or false claims to the Departments Office of Inspector General (O1G)
for investigation;

I, Provides adequatz financiai a1d counseling lo sligible students:

K. Provides reports, audils and financial sttements required for compliance in a timely
manner,

l.. Shows no evidence of significant problems that affect the institution's ability to
admunister the Title IV programs as identified in reviews conducted by the Secretary,
the Department's OICG, nationally recognized accrediting agencies, State agency or
official by whose authority the institution is legaliv aulhorized to provide
posisecondary education, or any other law enforcement agency; or findings made in
any criminal, eivil, or administrative proceading;

M. Is not, and does not have any principal or affiliate of the institution that is debarred or
suspended under Executive Order 12549 {3 CER.. 1986 Comp. ).

N. Does not otherwise appear to lack the ability to administer the Title [V programs

competently;

Participates i the electronic processes that the Secretary provides; and,

Develops and foltows procedures to evatuate the validity of a student’s high school

completion if the institution or the Secretary has reason to believe that a high schuol

m 9n B

am

o



PRI
Dbl 35t 2N

diploma is not valid or was not obtained from an entity that provides secondary
schogl education.

Noncompliance: Significant areas of non-compliance and problems reflected JC5U's
inability to administer the Tile IV programs. Findings identified by a review of institutional
records are: ’

s Ineligible Students - Title IV Funds Disbursed to Students Not in Attendance
«  Failure to Perform Retumns for Unofficial Withdrawals

¢ Incorrect Retum Caleulations for Withdrawn Students

e Incligible Students - Satisfactory Academic Progress Policy Not Acceptable
» Satisfactory Academic Progress - Does Not Contain All Required Elements
»  Verilweation Errors and Discrepant Applicant Dala

s Admissions Policy Not Fellowed for Applicants

s Federal Pell Girant Overaward - Incorrect Enrollment Status

«  Amnual Subsidized Loan Limit Excecded

+ Delaved Loan Disbursement Requirement Not Met

» Late Payment of Title IV Credit Balance

«  Title IV Awarding Policy Missing

»  [ederal Work Study Violation - Student Worked During Class [Hours

e Insufficient Fund Halance - Federal Perking [.oan Account

+ FISAF Emor - Federal Perkins Loan Program

»  Federal Perkins Loan Promissory Note Not Retained

»  Federal Perkinz Loan Not Reported to K51.05

*  Federal Ferkins Luan Delault Rate - Due Diligence Errors

«  FEntrance Loan Requirements Not Met for FDIL Borrowers

»  Exil Loan Reguirements Net Met for FDL Borrowers

+  {"ash Reconciliation Needs Improvement

« Reporting Conflicting Disbursement Bates to COD

Required Action: When signing the Program Participation A greement with the Secretary,
JCSU agreed to comply with all applicable policies and regulations and to administer the
Federal Student Aid programs with the highest standards of care and diligence expactad of 2
fiduciary. ’ :

1CSU has had several financial aid direclors over the past few years resulting in high staff-
tumover  The direcier who was appoinled 1 Avgust of 2012 was no Jonger employed as of
May 2013, therefore; the institution has been wilhout a financial aid director since that time.
Although it has hired a temporary, part-time financial aid consulting agency, JC25U muost hire
a gualified financial aid director and adequate staff to be responsibie for administering the
Title 1Y progranis on a permanent basis.

Morcover, the institution's admissions; registrar's; academic;, financial aid and business
offices must have a system to coordinate information to ensure that only eligible students
initially receive Title 1V funds, and, that thess students maintain eligitality for funds because
they meet enrollment slatus, are making SAP; verification is complete; and any colicting
applicant data is resolved, JCSU must also ensure that Title 1V funds are disbursed,
recenciled and retumed to the Depactment and students on a Uimely busis. The instilution is
required to follow Title IV cash managzment regulations and make sure its crimee reports.
campus security policies and consumer infonmation is updated as we

Inn response to this finding, JOSU must develop a comprehensive pian of action which it will
implement w reselve the findings and delficiencies nated in this report. This plan of action
must include individual dutics and respons cs of all institutional staft in relation to the
administration of the Title IV programs, A eopy of the comprehensive plan of action must be
submitied 10 this office for approval.

Finding 2: Incligible Disbursements - Students Not in Attendance
Finding 3: Eailure to Perforin Retarns for Unofficial Withdrawals
Citation{s):

34 CF R § 66821 of the General Provisions states that if an institution cannet document &
student’s atiendance, the Secretary considers the student 1o have dropped out before the first
day of classes. If a student does not begin attendance in a payment period or period of
enrollment, the institution must return abl Title 1V funds that were credited to the student's
account or dishursed directly (o the student For that puyment period or period of enrollment,
The institution must return those funds for which it is responsible to the respective program
as soon a5 possible, but no later than 30 days after the date i becomes aware that the student
his not begon attendance. :

34 C IR § 66822 states that an institution must have a procedure to determine whether a
Title IV recipient who does begin attendance in a pavment period either completes the
period, or is a withdrawn student. [Fa siudent cams a passing grade in onc or morg of his or
her classes for the period, the institution may presume that the student completed the course
and thus completed the period. [Ma student who began atendance and has not afficially
withdrawn does not earn a passing grade in at lzast one course over the entire period, the
institution must assume, for Title 1V purposes, (hat the student has unofficially withdrawn
unless it can document that the student completed the period.

At an institution not required to take atiendance such as JCSU, the withdeawal date for a
student who unefTicially withdraws (atso kuown as a “deopout’} is the midpaint of the
payment perod {50%:0), or, the last date of an academically rclated activity that the student
participated w. (34 CF R § 668 22 [c][1]1u].)



An institution may have an official grading policy that provides professors with the ability to
differentiate between students who completed a course but failed, versus those who did not
complete the course.

When a Title 1V recipient drops out befare completing a payment period, the institution is
responsible tor completing a Retumn to Title 1V Funds ("R2T4’) calculation to detenmine the
earnzd and unearned poriions of aid based on s or her attendanes, therefere the percentage
of time spent in class,

Nencompliance: The institwsion disbursed and retained Title IV funds for students who did
not begin attendance i any class in a payment period {or term). Fallure io Identify students
who did not begin attendunce in a payment period for which they recetved Title IV funds
was an audit finding for the period ended June 30, 2011, Records examined during the
zurrent program teview revealed that this finding was repeated up to and including the 2012-
2013 award vear. This continued finding may have been caused by an incorrect policy which
was implemented foilowing a JCSU November 2011 faculty meeting. Notes from that
meeting show a new grading policy as follows:

Student sarned a failing arade
Student came a fow times and unetficially dropped
. W Srudent never came (e g, ‘no-show™)

While it appears that JCSUI officials attempted to avoid & repeat of this find:ng by .
implementing a new policy in November 2011, the use of “W's may have resulted in the
institution retaming Title IV funds for studznts not in attendance. (Typically u grade of “W~
refers 10 a withdrawn student, not a ‘no-show’™.) :

In addition te retaining aid for ‘no-shows’, the institution did not always identify
unofficial withdrawals, thereby failing to perform relura calculations and return funds
to the Department.

Title IV aid was improperly distursed and retained for the following students:

Student 2: The student’s academic ranscript reported that he received 2
grade of “W" tor all of his Spring 2011 courses as follows: ACC-235; ENG-
232, MGT-333;, ORT-112; PED-430; and 5FM-433. Although the student
received Title [V funds for this tenr, kis instructors confinned that he never
began attendance. Incligibic Federal Pell Grant and Federal Direct Loan
{(FDLY funds retained by the nstitution included;

FPell Grant Sub FDL Lnsul: FDL
A Eel | $1775 ) i
2:2372011 532730 $1500 i

The following award vear, the student ceased attendance in Spring 2012; his
last day of attendance was February 29, 2012, Although the student did not
officially withdraw, school officials did not perform an R2T4 calculation as
rerquired for unotficial withdrawals.

{Maote: This stndent is nored in Findings 5, 7and 8.)

Student 7: The studant’s academic transeript showed *W's for all five classes
in which the student enralled in the Spring 2012 term. Based on the grading
policy, (the incormect use of *W'), the student was reported as a ‘no-show’ and
should not have received Title 1V tunds for the term, When school officials
were questioned about why funds were disbursed, they provided the reviewsrs
with conficting student-attendance records from February 2012 for one
course; and a rosler showing the student as ‘present’ for Aprii 24 and 26, 2012
tor another course, School officials were 1ot able w provide further
daocumentation to clarily the accuracy of these records. The student never
began attendgance in any of the viher cours=s shown on the acadaemic
transenpt. 11 appears that the following aid was meligible due to conilicling
encollment:

Date of Ineligikle Aid | Pell Grant Sub FDL Unsub FEL
162612012 52775
252012 §2250 $3000

Student 11: The student enrolled for two courses in the Spring 20H2 tarm.
The file cantained an email from one instructer stating that the student
attended the first day of class {only) and anather email from the second
instructor stating that the student never attended. However, the student’s
academic transcript showed that both instructors gave the student a grade of
W This file illustrates how the incorrect grading policy affected the
mstitution’s abality to confirtn wlether or not a student hepan attendance in a
class.

Student 13: The student enrclled for three courses in the Fall 2011 term. The

student’s academic transcript showed that she eamed two *F's and one “W”.
The file did not contain dozumentation to demonstrate that the student began
attendance in a class. Upon request, the reviewers were providad with records
from the attendance portal that showed she did not atiend any of the three
classes. Regardless, the school drew down and disbursed funds in Octabar

2011 and in April 2012 (for Fatl 2011} as follows:

Date of Ineligible Ald | Mell Grant $ub FOL Unsub FDL
19/31/2q11 51388
4i4f20.2 51500 31258




Student 14: The student officially withdrew from JC5U in October 201 1.
The academic transcript for the following term {Spring 2012} reported that she
received four grades of °F' and one ‘W for a total of five courses. The
student's file contained no records to indicate she was present for the Spring
2012 term, nor was there an R2T4 calenlation {which would indicate she
began attendance hefore withdrawing). Absent documentation to confirm the
student began classes, the institution retzined funds for a ‘no-show’ as
follows:

Deate of Ineligible Aid | Pell Grant Sub FPL Unsub FDL
L3001 s2res

732 33000

Stndent 24: The student ceased attendance in Fall 2012; her Jast day of
attendance was October 17, 2012, Although the student did not officially
withdraw, school officials did not perfonn an R2T4 calculation as required for
unofficial withdrawals.

Additionally, student 245 academic transcript for Spring 2013 reported that
she received two grades of *F' plus two grades of *FN’ for a total of four
courses. 1lowever, the student’s account ledger reported that the student was
a ‘no-show” for the Spring 2013 term, and, all tution charges were reversed
from the student’s account, However, institutional ofticials reported filsc
grades of "F* and "FN’, and, drew down and retained funds as follows:

Date of Ineligible Aid | Pell Granl Suk FDL Unsub FDL
2112013 $1387
2152013 S1750 $3000

Student 25: The student registered Tor and atlended two courses during the
Spring 2013 tenn but she otticially withdrew trom both courses on April &,
2013, A “drop’ form was contuingd im the tile; however schoot officials had
not yel pecformed un R214 caleufution as reyuired.

Student 26: The student eorolled full-tiune inthe Fall 2012 term. The
student’s academic transcript showed that she eamed alf failing grades and did
not return 10 JCSU for the Spemg 2013 term. Although she was not eorofled
for Spring, the school disbursed a $1750 Sub loan and a $3000 Unsub lean o
the student’s aeccount ¢t February 4, 2013, The institution relangd these
funds unii] May 9, 2013 when they were returned ¥ia the Departmant’s
Common and Origination Disbursement {COD) system.

Required Action: As stated above, if a student does not begin attendance in a payment
period or period of enrollment, the instition must return all Title TV funds. Ap institution
must aise have a procedure for determining whether a Title I'V recipient who began
attendance actually completed the peried or should be treated as a withdrawal, Inthe

absence of evidence of u last duy of attendance at un academically related activity, a school
must consider a student who failed to earn 4 passing grads in all classes 1o be an unofficial
withdrawal,

The withdrawal datc for a student who ceases attendunce ut an instilution that is not required
to take attendance is—

s The date that the student began the withdzawal process or provided official
natification to the institution, in writing or orally, of his ot her intent to withdrasw,;

«  IFthe student ceases allendance withowt providing officiul notification 1o the
institution of his or her withdrawa], the mid-point of the payment period, or,

« Ifthe institution determines that a student did not begin the withdrawal process or
otherwise provide official notification of lus or her intent to withdraw because of
illness, accident, grievous personal loss, ot other such citeumstances beyond the
student's control, the date that the institution determines is related to that
circumstance.

An institetion must make a detertnination of a student’s unofficial withdrawal as soon as
possible, but no later than 30 days after the end of the earlier of =

» The payment peried or period et enrollment, s applicable;
« The academic year; or
« The student’s program,

Due to the error rate noted by this finding, JOSU is required to identity Vitle TV
recipients who have all non-passing grades for any payrent periods (including summer
terms) between July 1, 2011 and Junc 30, 2013. Non-passing srades are defined as F,
FN,Worl,

Once these students have been identified, JUSU must review records and confinn cach
student’s attendance by using the institution’s census date for cach teom, or by documenting

RECIPIENTS NOT IN ATTENDANCE
«  Student’s last, first name and social security number (SSN}
Drate aid was disbursed (you may use a cotnmons date for the tecm)
Ineligible Subsidized FDL amount
Ineligible Unsubsidized FD)L amount
ineligible Parent T.aan for Endergraduate Students (P1LLIS ) amount
{neligible Federal Perkins Loun amount
Ineligible Pell Grant amount
Inelipible Federai Supplemental Education Qpportunity Grant (FESOG) amount
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FAJL. 2011; FUNDS RETAINED FOR RECIPIENTS ZO.H IN ATTENDANCE
Name 585N _.::m af llnsub Sub Juliky Perking Pell FSEM;
Tramgie B 15201 L $2000 ETERY S0 $500 $2975 |0

A review of 1hese records must also include the identification of stwdents who withdrew
from the institution bat for whom an R214 calculation was not performed. Cnce such

_ students are identificd, KCSU must perform the required calculation using either the midpaint
of the term ar the student's participalion in an academically-related activity as the last day of
attendance. Quistanding returns must be identified in the following format:

e Student’s iast, first name, and social security number (SSIN)

o Correct withdrawal date {(W/D))

«  Total amount of unearned aid JCSU was required to return to Title 1V

Total amewnt of funds afready returnad, full or partial payment (if applicabic)
Amount thal temains Lo be returned by loan ar grant program

FALL 2011: FUNDS RET ED FOR UNOFFICIAL WITHDRAWALS

Your response must include all students noted by this linding along with the ineligible
aid identified above. Additional student-level documentatien may be requested
subsequent to our receipt of the institution’s respense,

Please send the file review summary report (spreadshecis) for Findings | and 2 to Lisa
Lancaster by e-mail at lisa lancaster@ed gov. See the enclosire Protection of Personally
Identifiabie Informarion for instructions regarding clectronic submissions to the Depariment
Sor dota comaining PIf. Separare from the institution s spreadshest, JCSU must email an
"access password fo Ms, Lancaster.

Instructions for the repayment af any identified labilities will be provided in the Fingl
Program Review Determination letter,

JZ5Us response to this finding must slso ¢xplain correetive actions the institution will take to:

s Dishurse Title IV aid to only students for whom it confirms enrelfment, and,
v Relum applicable funds for students who withdraw from the institution.

Wi Toia! Bedurn Amaunl - Remaining Duse to Dnee to Dt to ; Due o Due 1o e

Thale Nue . Ampunt D ] Ussub Sub dng ESEQG | 1oPell
T2 | S5EG - $3268 S2000 31268 0 3] 0
13| Sizee S BECE R | s S0

34 CFR §668.07] {financial responsibility) states that returning funds to the Department or
to students as prescribed in 34 C.F.R. § 668.22 is one of the standards the Scerctary uses in
detenmining whether an institution is financially responstble.

Under 34 C.F.R, § 668 173 it is stated that an institution denonstrares that it makes required
refunds within the time permitted under 34 C.F.R. § 668.22 if an audit or program revicw did
not find:

¢ That the institution mads: late refunds 10 5% or more of the students in that sample;

¢ The institution made only one or two late refunds under 34 C.F R, § 668.22; or

= Did not note a material weakness or a reportable condition in the institution's audit or
program review repart that is related to retunds.

Findings 2, 3 2nd 4 {next) of this report reveals that ICSU is not returning Title 1V funds
timely where applicable. Therefore, the institution must submit an irmevacable letter of credit
(LOL), acceplable and payable ta the Secretary, equal to 25 % of the total amount of Title IV
funds it made or shovld have made during its most recently completed fiscal wam_. A request
for an irrevocable LOC will be forthcoming in a separate latrer.

Finding 4: Incorrect Return Calenlations for Withdrawn Students

Citation; ’ )

34 CF.R, § 668,22 stares that when a Title TV vecipient withdraws from an institution during
a paymeznt period or period of enrallment in which the recipfent bzgan attendance, the
institution must determine the amount of Title IV grant or loan assistance that the student
camed as of the student’s withdrawal date.

34 C F.R, § 668.22 (N{2)1) states that the total number of calendar days in a payment period
or periad of enrallment includes all days within the period. Scheduied breaks of at feast five
conrsechfive days are excluded from the total number of calendar days in a payment period
{or pariod of enrollment) as well as the number of days completed.

Noncompliance: R2T4 caleutations for the 201 1-2012 award year were incotrect becauss
the institution failed to exclude schaduled breaks of five days or more in the calculations.
This resulted in an incomact caleulation for the percentage of Titde IV aid earned. In each .
case, the institution retumed more fonds to Title IV programs thain was required. The
following table demonstrates the difference in the percentage of completion by using the
correct number of davs in the tern:

Student | Incorrect R2T4 Calculati % of Correct R2T4 Calculation: % of
Days Completed/Days in Term | Comgpletion | Days Completed/Days in Teem | Completion

3 613% Gk 7 107 davs (Sprng 20120 | 63.6%

52.3% SB Y10 daas (Spring 2012) 5 2%
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14, .._.u.: 116 duys {Fall 2011} 20,%% TJ: 111 davs (Fall 2001} _ 21 6%

Required Action: Using the correct number of days in each payment period, the institution
is required to review the R2T4 caleulations of all withdrawals in the 2012-2013 and make
any negessary comections, 1 the institution retumned more funds to the Department than
required, it must retum the dilference to the applicable student at his or her last known
address. If the institulion returned less than what was reguired and owes remaining funds to
the Department. you must provide a spreadsheet listing the following information:

CORRECTED WITHIDRAWALS
« Student’s last, first name. and secial security number (S5N)
s Withdrawal date {W/D)
« Total amount of unearned aid JCSU was required to return to Title 1V
»  Tatal amovnt of funds already returnad, full or partial payment (it applicabie)
«  Amount thut remaing o be retumed by loan or grant program

i funds to be renrned are identified, please send the fife review summary report
{sprecdsheet) for this finding to Lisa Lancaster by e-maoil at lisa.lancaster(@ed.gov. See the
enclosnre Protection af Personally Identifiable Information for instrictions regarding
efectronic subntissions to the Department for dany comaining PH. Separate from the
institution's spreadsheet, JCSU must email un oecess password to My, Lawncasier.

If necessary, instruciions for the repayment of liabifities resulting from this finding will be
provided ie the Fira! Program Review Dotermiriation fetter.

The mstitution must revise its R2T4 policy and prrocedures io retlect the inclusion of
scheduled breaks of live days or more. Fxamples of scheduled breaks may be a

. Thanksgiving or Spring-break. A copy of the updatad policy muost be submitted to this
office.

Finding 5: Inelipible Students - Satislactory Academic Progress Policy Not Acceptable
Finding 6: Satisfactory Academic Frogress - Does Not Contain All Required Elemenis
Citationi{s);

General Provisions 34 CFR, §& 668,16 ?,.w.. 668.32, and 668.34 requirc institutions to
establish, publish, and apply reasonable standards for.measuring whether an olherwise
eligible student is maimaining satisfactory academic progress {SAP) in his or her educational
program. The Sceretary considers an institution's standards to be reasenable i the

standards—

» Are the same as or stricter than the institution's standards for a student enrolled in the
same educational program whe is not receiving Title 1V assistance.

The policy provides for consistent application of standards o all students within
categories of students, e.g., tull-time, part-time, undergraduate. and graduate stucents,
and educational programs cstablished by the institution. .

The policy provides that a student's academic progress is evaluated—

¥ Atthe end of each payment periad if the educational program is cither one
academic year in length or shorter than an academic year; or

% For afl other educational programs, at the end of each payment period or at
teast annually to correspond with the end of a payment period,

The policy specifics a qualitative standard, or grade point averape (GPA) that a
student must achicve al each evaluation (if @ GPA is not an appropriate qualitative
Imcasure, 4 comparable assessiment mexsured against a norm).

If a student is enrolled in an educational program of more than two academic years,
the policy specifies that at the end of the second academic year, the student must have
a GPA of at least a “C" or its equivalent.

The policy specifies o quantitative standard, or the pace at which a student must
progress through his or her educational progrant to ensure that he will comptete the
program within the maximum limeframe, and provides for measurement of the
student's progress ar cach evaluation, Fer an endergraduate program maximum
timeframe means a peried that is no lorger than 153% el the published length of the
cducational program. For o graduate program, it means a period defined by the
institution that is based on the length of the program.

An institution caleulates the pace at which the student is progressing by dividing the
cumulative number of hours the student huy successlully completed by the cumulative
number of hours the student has attempted.

The palicy describes how a student's GPA and pace of completion are affected by
course incompietes, withdrawals, repetitions, or transfars of credit fom otiee
institutions. Credit hours from ancthsr institution that are accepted toward the
student's educational program must count as both attempred and completed hours.
Howeaver, an SAP policy cannot exclude courses in which a student remained past the
add/drep period and earned a grade of *W’, nor can it routingly exclude cortain hours
attempted, such as those taken during a summer tern,

‘The policy provides that, al the time of each evaluation. a student wiio has not
achieved the required GPA, or who is not successfully completing his or her
educalional program at the required pace, is no fonger eligible to receive assistance.
If the institution places students on Apancial aid warming, or on finuncial aid
prabation, the pelicy describes these statuses as—

# Financial aid warming is a status assigned to 4 student wie tails to make SAP
only at an institution that evaluates ucademic progress at the end of each
payment period.  Financial zid waming may be assigued without an appeal or
other getion by the student. 1Uis good for one payment periad.



¥ Financial aid probation is a status assigned by an institution to a student who
fails to make SAP but who has appealed, and has had eligibility for aid.
reinstated. A student on financial aid probation may receive Title IV funds for
one payment period. However, a student on financial aid probation may not
receive Title 1V funds for the subsequent payment period unless the student
makes satisfactory academic progress or the institution places him on
probation and develaps an academic plan.

« If'the school pormits appeals, the policy must explain that the studem may app2al on
the basis of: his injury or illness, the death of a relative, or other special
circumstances. The appeal must alsa explain why he or she failed o make
salisfactory progress and what has changed in his situation that will allow him Lo
make satisfactory progress at the next cvaluation.

» If the institution de=s not permit a student to appeal 4 determination that he or she is
nat making AP, the policy must describe how the student may reestablish his or her
eligibility 10 receive assistance under the Title 1V programs.

e The institution must have a policy ta notify students of the resulls of an SAP
cvaluation that impacts his er her eligibility for funds

Noncompliance: JCSU's Title 1V SAP policy cantained a published qualitative standard,
but students’ GPA was not always caloulaed comectly. Further, the institulion excludedf
grades of “W and 'F from the number of course atlempts on e student’s academic
transcripl. Omilting attempted credils is a violation of the requirement to measure a
student's maximum timcframe limitation of 150%. Nole: Moniloring a student’s
propress (cumulative hours attempted versns completed) was sor a change in the
Department’s published amendiments: poce, or maximum himeframe, has always been a
component of determining SAP for Tile IV recipients.

In addstion, the published SAP policy did not contain all required components; therefore it
was not in compliance. For example, the policy— .

« Did nat specity when SAP would be maonitered for Title 1V recipients,

»  Did not contain & quantitative standard; the pace at which a student must progress
through his or her educational program was not monitored.

= Did ot address course incompletes, withdrawals. repeats or transfer credits.

« The appeal process did not explain that a student whe appeals must explain his or her
special circumstances and what has changed to ailew him to make satisfactory
progress at the next cvaluation.

*  With respect to the definitions of financial aid warning and financial aid probation,
JCSU did nos update its Title TV SAP policy as required by the Department’s
amendments, which became effective on July £, 2011,

O the 30 student files cxamined, SAF was net properly menitered as follows:

WM INDN

Student 1: The student began at JCSU in Fall 2010, By the end of Summer
1L, he eamed 22 of 40 credits aternpted (55%), which s below the required
standard of 67%. (As voted abeve, the institution failed 10 monitor puce for
Title 1V purposcs.) Also, at the cud of' the 3 term the student was required to
have a 1.9 cumuwlative GPA, but his GPA was | 60, Despite not meeling the
qualitative or the quantitative componcnt of SAP, the institution disbursed Title
1V funds for the 2011-2012 award year. By the end of 20t1-2012, the student
not meeting SAP but was cventually placed on academic suspension
following the Fall 2012 worm. However, JCSU disbursed aid for both Fall 2012
and Spring 2013 terms. The file containgd no indication that the student was
placed on financial aid warning/prabation for 2011-2012 or 2012-2013, nor was
there an appeal of SAP. Al 2011-2012 and 20122013 aid was incligible.

Student 2: Aftera 5-vear break, the student retumed to JCSU in Falj 2009,
The academic transcript shows that the student earmed 88 of 104 credits before
rerurning in 2009, however this is not correct because the transcript did not
correctly factor in all courses as ‘attempted’. For example, courses that were
repeated, o in which the student earned an ‘F* or a "W were excluded from the
caleularion of GPA and pace. Regardiess of an incorrect determination of SAP,
the student continued to receive Title [V funds between Fall 2009 and the end
of Spring 2012,

(Nore: This stndlent is noved in Findings 2. 7 and 8.}

Student 3: The student carolled pan-time ac JCSU in Fall 2010, The academic
transcript showed that he camed 21 ot 24 attempted credits by the end of the
Surnmer 2011 term. However, the academic transcript appreared to be i errar
because the reviewers’ calculation showed that the student eamed 24 of 33
credits atierpted.

Student 4: The student began classes at JCSU in Fal) 2007, Beginning with
the Spring 2009 term, the student ither withdrew from or failed several courses
through Spring 20012, However, the academis transcript showed instances
where grades of "W or ‘F* were not included as *attempted’ credits for the
Spring 2009: Spring 2010; Fall 201G and Spring 2012, Thereforg, the
institutipn faited to monitor the student’s pace for SAP purposes. 1t docs not
appear that the student’s Title IV aid for Spring 2012 was cligible.

Student 8: The student began classes at JCSU in Fall 2009, The academic
tranzcript reported that he camed 45 of 53 attempted credits by the end of the
Spring 2011 term. (It showed that grades of *F* were excluded from credits
‘attempted”.} In reality, the student camed 45 of 71 attempted credits (63.3%)
by the end of the Spring 2011 term. placing him below the standard pace of
57%. The sludent should have been placed on linancial aid warning for the Fall



2011 but was nol. By the end of Fall 2012, the student’s GGPA was below the
standard 0f 2.0, Allhough SAP was not properly monitored, the school
continued to disburse Title 1V aid to the student for 2011-2012 and 2012-2013,

Student 12: The student snrelled at JCSLU in Summer 2010, By the end of the
Spring 2011 term, he atiempted 33 credits but eared onfy 7 for a completion
rate of 21%. Atthe end of the 3™ term the student was required ta have a 1.9
cumulative GPA but his GPA was a 826, Despite not meeting the qualitative
or the quantitative component of SAP, the institution disbursed Title 1V funds
for Ute Fall 2011 term. The file eontained no indication that the student was
placed on financial aid warning, nor was there an appeal of SAP. All aid for
the Fall 201 | term was ingligible.

“Studeni 13: This student was condittonally ad mitted to JCS1J and was
requited to obtain a GPA of 2.0 at the end of 12 credit hours. She began at
JCSU in Fall 2010 but was placed on academic warning For the Spring 2011
due to her low GPA. Ry the end of Spring 2011, she earned 6 of 18 credits
attempted {33%), and her GPA was only 1.40. Despite not meeting the
qualitative or the quantitative component of SAP, the institstion disbursed Title
IV funds for the Fall 2011 semester. All aid for the Fall 2011 tern was
ingligible.

Student 25; Although the student was making SAP, the academic transcript
showed his (24} transfer credits as ‘zamead” but not ‘atterapted’.  As required by
Title 1V SAP vegulations, credif hours from another institution that arc accepted -
toward the student's aducational program must count as both attzmpted and
completed hours,

Student 30: To date, the student’s cumulative pace met the minimum
reguirements. However, his academic transeript showed that grades of *F* were
excluded from the total aumber of attempred credits for the Spring 2012 and
Fall 2012 terms. As noted above, a school canrot exclude atiempted hours in a
student’s calculation of pace for SAP.

Required Action: During the 2012-2013 award vear, the institution implemented a revised
SAP policy for Title IV recipients. The revised policy contains mast of the required
elements, including a quantitative component that requires students to successtully complete
at Jeast 67% of all credit hours attempied. However, the corrected policy has not yet been
used to evaluate SAP for Title 1V recipicnts.

JCSU must immediately clarify its SAP policy for Title IV recipicnts: it inust be expanded
by providing a clearer definition of ‘financial aid probation”. 1t must ulso explain that credits
transferring from another institulion that are accepted toward (he student's educatiosal

program will be counted as both aempted and completed. Within the published SAP policy,
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clarify how repeat courses will be Lrealed in a student's GPA, (Note: If a student has passed
a course, yob may include oaly one repetition in a student’s enroliment status. Any
subsequent repetition may not be included in the student’s enrollment status.} Lastly, the
SAP Appeal Form correctly slates that the student must explain what has changed to allow
him to make SAP at the next evaluation. Howsver, that requirement must be included in the
published SAP palicy as well.

Onee all required elements of your SAP policy have been clarified, you must apply the
corrected policy to all new and returning Title [V recipients starting with Fall 2011
enrollecs through the current term,

Your tevicw must provide for the calulation of qualitative and quantitative standards by
dividing the cumulative nwmber of hours the student has successfuily completed by the
cumulative number of hours the student has atiempted. Piease be sure to incluids prades of
incomplate. withdrawal, transfer and repeat courses in your calculation. You may not
exclude repeat courses or grades of “W~ or 'F* from the calculation of pace. In accordance
with your published policy, you may m:oi for warning, prabation and approved appeals;
however, retroactive appeals of eligibility for Title 1V aid may not be permitted.

In cases where students remain eligible for Title [V aid, no further action is required.
IMowever if Title I'V ald was disbursed for a term in which a student was not meeting
SAP, those funds must be reported as ineligible (by program}, Please provilde this daia
in an Excel spreadsheet (or similar format), by term, in alphabetical order as fallows:

Student last, first name and social security number

Date aig was disbursed to the student or account*

Amount of Federal Pell Grant

Amount of Federal Supplemantal Education Opportunity AﬂmeQ
»  Amount of Subsidized Federal Direct Loan (FDL.}

s Amount of Unsubsidized FDL

»  Amount of Parent Loan for Underpraduate Studants (PLUS)
Amount of Federal Perking Loan

* * B

e Amount of TEACH Grant
T T Spring 2012
Title 1V Disbursed For An Ineligible Determination of SAP Appeal
“Name | 58N Daieal Pell ESEQG | Sup | Unmib | BLUS Purhing TEACH
Dishursemend
1 /15201 1 §3775 $400 82750 | 80 $2300 50 $C

*You may use o conmon dishirseinent date for ol stidents for the term

Please send the file reviewe sy report (spreadsheets) for this finding to Lisa Lancaster
by e-metil ot Fisalancastergied gov. See the enclosure Prorection of Personally ldentifiable
Information for insirections regavding efectronic submissions 1o the Depariment for dotu




faird
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containing PIi. Separate from the institution's spreadsheet, JOSU must email an aceess
pussword fo My, Lencastor,

Please provide a copy of your ravised SAP policy showing that all elements have been
updated.

Finding T: Verification Errors and Discrepant Applicani Data
Citation:

A institution must establish procedures to request, reegive, and verify applicant data for
students selected by the Central Processing System (CPS) cach award year  The purpose ot
verification is to ensure that Title 1V funds arc awarded to student applicants in the comect
amount {34 C R, §5 66816 [f). 668.51 (hrough 668.61, and the Depanment’s Appiication
and Verification Guide). Students are selected for verification on the basis of application
edits specified by the Secretary. Thers are Hive required data elements that must be verificd.
These five items are:

+« Household size (HHSY,

«  MNumber enrolled in college,

= Adsted Gross Income (AGT),

* 118 income tax paid; and,

*  Certain prtaved incoms and benetits.

Supporting ducumentation obluined from the student (and parents or spouse) is compared to
the: infermaiivn reported o the Institubivnal Studet Infonoation Record {ISIR)
Documentation must be relained in the students file as svidence that the verilication process
was completed, .

in addition to reviewing applications selected for venification by 1he CPS, a school must have
an udeyuale system o identify cen{hicting mfomation - regardless of the source and
regardless of whether the student is selected for verification - that would affect a student's
eligibility. such as information fram the financial aid, admissions. or any other office, The
school must resolve all such conficting information, except when a student dizs during the
award year,

If a school has conflicting applicant information, it must resolve the discrepancies before
dishursing fimds, If an institwion discovers discrepancies gffer dishursing funds, it must still
reconcile the conflicting information and 1ake appropriate action under the specific program
requirements.

Regardless of whether the CPS or the school selects an application for verificetion, all other
verification requirements such as deadlines and interim disbursement rules apply.

Noncompliance: The reviewers noted errors for the following students during the 2011-
2012 and 2012-2013 award years:

Student 2: The student was selected for venfication for the 2011-2012 award
vear. His [$1R reporied that he had two dependents. but that he eamned no
income in 2010, The independent verification worksheet agreed with the
ISIR, showing two dependent children. However, the student’s 2010 tax
retumn reported an AGY of $11,609, This $11.609 discrepancy should have
been resofved so the institution could recalculate the student’s Expected
Family Contribution (EFC) before disbursing a 35500 Pell Grant for the 201 1-
2012 award year. The student also received a 33000 Sub FDL for the year.

(Mote: This stident is noted in Findings 2, 5 and 8.)

Student 6: It appears that JCSU officials adjusted the student’s mother’s
income based oo special circumstanees. The hle documented the special
circumstances bui veritication was not completed as required. One ISIR
(transaction 03) reported the mother's 2010 AGL as $740, and another [SIR
(transaction 073 reported the 2010 AGI to be $8800. There was no tax return
as part of the student’s records; therefore this disercpancy was not identificd
by the institution prior to disbursing a $2775 Pelt Grant for the 201(-2012 -
year. The student also reccived a $1750 Sub FDL for the year.

Student 12: The student was sclected for verification for the 2011-2012
award year, however verilication was not conducted. JCSU disbursed a
$2775 Pell Grant for 2011-2012, The studenl alsa recetved a $2250 Sub FDL
for the year.

{Nore: This student is nated in Findings 5 and 8)

Student 187 The student was selected tor verification for the 2012-2013
award year. The amount of taxes paid and the number of family members
conflicted with data on the student’s IS1R, However, (hese discrepunoies were
noi identified by the institution prior o disbursing a 32775 Pell Grunt for the
year. The student also received & $1750 Sub FDL for 2012-2013.

Student 20: The dependent student was selected lor verification for the 2012-
2013 award year. The number of family members contlicted with data on the
student’s ESLR. It appears that an ofTicial (rem JCSU atlempted W comrect this
discrepancy by writing a note in the file, but that natation was never
conlirmed by Lhe student or her pareit. This discrepancy was oot identified
prior Lo disbursing a $5550 Pell Gramt for the year. The student also received
a $3500 Sub FDL for 2012-20)3.
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Student 21: The student was s¢lected for verification for 2012-2013. The
student’s AGI on the tax transcript matched the [SIR but the amount of taxes
paid showed a $140 discrepancy {and there is no lenger a $400 tolerance
option). This discrepancy was not identificd prior to disbursing a $5530 Peli
Grant: a 31500 FSEGG: and a $3500 Sub FDL for 2012-2013.

Student 22: The student was selected tor verification for Lhe 2012-2013
award year, The parent’s AGY and taxes paid reported by the tx transeript
matched the ISIR. However, the ESIR reported that the student garned $2400
in 2011 but the venification workshee( stated that the stadent had ro incomes
from work in 2011, This discrepancy should have been resalved 50 the
institution could recalculate the student’s EFC before disbursing a $1450 Pell
Grant and a $4500 Sub FDL for 20122013,

Required Action: Due to the high pereentage of error, JCSU is requited to review applicant
data for all students who were s¢lected for verification and received need-based Title 1V
funds during the 2011-2012 and 2012-2013 award years. If information i3 conflicting, the
student’s EFC must be recalculated based upon the correct applicant data. If the revised EFC
reshlts in a change to the student’s amount of Pell Grant, FSEOG, Perking Loan, TEACH,
andsor Subsidized FDL funds disbursed, JCSU must report Lhe difference between Lhe correct
ang incetrect amaunt for cach studert.

If applicant infonmation {c.g., veritication worksheel, statement ol non-lhing, elc.) is missing
or cannot be obtained from the student {and/or parents or spouss), the instilution must report the
total wmount of Petl. FSEOG Perkins Loan, TEACH, andfor Sub FDI. funds disbursed to
each student. These funds ars considered to be ineligible.

JCSLU mwst provide the Tollowing data in o spreadsheel or similar format for gach Title 1V
program by award vear. The resulis must include the following data:

Licomnpletr Verification

2011-2012 Federal Pell Grant

Name 55 Oyriginal Lorrect Lisbursement Incerrect Correcled Differgnce /
. EEC __E - Date Pell Paid Pell Overaward
i 1l B30 Pl §277:2 32350 5425

Differgnce ¢

Sub Faid Cveraward

$2250 52100 S50

There must be a separate spreadsheet for each need-based program in which an overaward
eXISts.

Please vend the file review swmmeny report Spreadsheet} to Lisa Lancaster by e-mail ar
lisalancasterfied gov. See the enclosure Protection of Personally fdentifiuble information

for instructions regarding electronic submissions to the Depariment for data containing Pi.

Separate from the institution 's sprecdsheer, JCSU prist email an access password o Ms.
Lancaster.

Instructions for the repayinent of any ilentified finbilities will be provided in the Final
Program Review Determination lefter.

JCSU's response to this finding must alse explain correetive actions the institution will take to

complete verification and resolve applicant discrepancics in the future,

Finding 8: Admissinns Policy Not Followed for Applicants
Citation:

34 C_F.R.§ 66% 32 (a) specifies that a student i3 eligible to receive Title I'V funds if he or she
i3 a regular student enralled, or accepted for envollment, in an eligible program at an eligible
institution. A schood must document a student’s enrollinent in an eligible program at the time
ot admission.

Title 1V regulations nake no provisians for attempted cradits and grades earned in previous
semesters to be excluded fram a determination of SAP for students who are readmitted.

Noncompliance: The admission of two studerts was not ¢lear t0 demonstrate that they were
properly admitted to JCSU as follows:

Student 2 appliad to JCSU a5 a freshman student in 1998, Records show that the
student was not accepted because his GPA was too Jow. The student was notified he
was rtef accepted via a letter from the Director of Admission on August 12, 19595,
However, on August 26, 1998, a lerer from the Dean of Registration notified the
student that he wer accepted. One year later, on September 2, 1999, the student was
informed that e did not have the required GPA to continue as a member of JCSU's
football team.

By the end of Fall 2004 the student did not eamed enough credits to graduate and he

ceased attendance. However, he was re<admited to JCSU in Fall 2009, Records did
not indicate the basis for admission. Nore that this student was not making SAP when
he was re-adnnitted in 2009 frefer to Finding 5j.

Student 12 applied 1o JCSU as a freshman student in 20140, Records show that the
student was notified that he was neor accepted via a leteer from the Director of
Admission on May 13, 2010, However, on Avgust 8, 2010, a letter from the Senior
Associate Director of Admissions notitied the student that e was accepted into the
Biddle Cohart for the Fall of 2010, Biddle Cohorts are freshman students who



require academic support to ensure successful maticulation at JCSU. The reviewers
were unclear on whether or not the student was accepted for entaliment as a regular
student. Nofe thal this student failed alf 15 courses arempted between Fall 2010 and
Faft 2612 and was not meeting SAP (refer to Finding 5.)

Required Action: The institution’s admissions office must carefully determing whether or
not each of the abnve students was propetly admitted to JCSU, Please provide a respense o
explain the schaol’s ¢riteria for admitting both students, along with any supporting
documentation. If either student was accepted in error, please note so accordingly.

Additional information may be reguested by the Department for this finding.
Finding 9: Federal Pell Grant Overaward - Incorrect Enrollment Status
Citation:

Per 34 C.FR.§690.63 (b}, a Pell Grant ameunt for a payment periad (or an academic term}
for a program using standard terms with at least 30 weeks of instructional time in two
semesters or in three quarters is calculatad by—

{11 Determining the studant’s enrellment status for e terny;

{2) Based upon that enrellntznt status, determining the student’s annual award frem the
Pell Payment Schedule for either fill-time students, 3/4-time. Y-time, or less-than- .
1/2-time; and,

(3} Dividing the Pell amount by two at institutions using s¢mesters, or thrse at
institutions using quarters.

Noncompliance: The institution incorrectly disbursed a full-time Pell Grant (o a student
who was enrolled as a Ye-time student. Student 23 took 6 credits in Spring 2013 and shouid
have received $1388 in Pell. Instead, the school drew down and disbursed $2775 which
resufted in a $1387 overaward,

Required Action: The overaward appears to be an isolated incident,

Instructions for the repayiment of the §1385 Pell Grant overaward will be provided in the Final
Program Review Determination feiter,

Finding 10: Annual Subsidized Loan Limit Excecded
Citation:
34 C.F.R. § 685203 explains that Subsidized and Unsubsidized FDLs have anaual loan

imits based on a student’s dependency status and grade level, {There are higher annual loan
limits for some health professions students, and spectal loan limils (or certain students wio

-are not enrolled in @ degree or certificate program. In some cases, the annual loan limits

must be prerated). The annual loan limils are the maximum amounts that a student may
receive for an academic year, )

A stydent who has resched the annual 1oan limit cannot receive anothar loan wintil he or she
wither bégims another academic year, or progresses within an academic year to a prade level
with a higher annual loan limit. :

Annual loan hmits for dependem undergraduates are:

¢ 53500 cornbined Sub and/or Unsub plus $2000 additianal Unsub for first-
vear undergraduate students;

e 54500 combined Suband/or Unsub plus $2000 additienal Unsuly for
sevond-year undergraduate students; and

o $5500 combingd Sub and/or Unsub plus $200 additional Unsub for third-,
fourth-, or fifth-vear undergraduate students.

Noncompliance: JCSU certified loan amounts that exceeded the annial limits for two
dependent students. As first-year students, the annual loan limit for 4 Sub FDL was $3500
for students 12 and 18. Howcver, the institution certified their lirst-vear Sub loans for
54500 resulung in & $1000 overaward for sach studsnt. The overawards for both students
ware made from the 201 §-2012 award vear,

Required Action: The institution is required to retumn ali 201 1-2012 aid for student 12 as a
resull of the student’s failure to mest SAP (see Finding ), therefore no further action will be
required.

With respevt to student 18, the institution will be required to return $300 of the $100G
averaward because the student did not attend the Spring 2012 term and the second Sub loan
disbursement was not made.

tastructions for the repaviment of the 3300 overaward will be provided in the Finaf Program
Review Determinution fetter.

JCS1) must implement a remedial action to pravent this finding from beinp repeated ina
Tuture audit or program review. Please provide a copy of this action plan with your response.

Finding 11: Delayed Loan Disbursement Requirement Not Met
Citation:
Per 34 CFR. § 685303 (b}, if a stedent is enrolled in the first vear of an undergraduate

prograve af study and has not previeusly received a Subsidizad or Unsubsidized FDL, &
scheol may not disburse the proceeds ol a FDL until 30 days aller the {irst day of the



student's progran: of stidy unless the schoal has a cohort default rate, caleuluted under
subpart M of 3¢ C.F.R. part 668, of less than 10% tor cach of the three most recent fiscal
years for which data arc available.

Noncompliance: JCSU’s cobort default rates are not belaw 10% for cach of the past thiee
years; therefore it is required to delay FDL disbursements tor applicable students. However,
the schoo! did not delay the disbursemcnt of FDL funds as foflows:

s Stadent 6: The student was a Airst-year, first-time borrower who hegan
classes on August 17, 2011, The earliest FD1. funds should have been
disbuesed was September 16, 2011, hut the school disbursed FDL funds on
September 9, 2011 {seven davs early}

= Student 10: This student was a first-year, frst-time borrower who also began
classcs on August 17, 2011, The carliest FDL funds should have been .
disborsed was September 16, 2011, but the school disbursed FDL funds on
Scptember 9, 2011 (seven days carlyh

Required Action: No further action is required as both students became eligible for their
FDIL tunds (after 30 days). However, effective immedimely, the institution must take
measures 1o ensure this finding is not repeatad i an audit or program review. Your response
mustexplain how loan disbursements (or first-year sludents who have not previously
recetved 8 FDL will be monitored and delayed for 30 days.

Finding 12: Late Paymeat of Title 1V Credit Balance

Citalion:

34 CFR. & 668164 (d) and {e} of the Student Assistance General Provisions state that an

mstitution may use Title 1V program funds (o credit a student’s aceount te sutisfy current year

charges for

e Tuition and fees,

+  FEoom and board, if the student contracts with the school for room and board; and

* With an amhorization from the student o1 parent, other educationally related charges
mcurred by the studenl.

Title IV funds may alse be used to pay educationally related expenses tram the prior yeur as
long as the charges do not exceed $200 and the institution obtains a student’s or purent’s
authonzation (under 34 C.F.R. § 658.165 {b]) to use funds to pay these charges,

IF current year Title 1'V funds cradited 1o a studant’s account exceed the amount of current
vear tuition, fees, and ether autherized charges, the institution must pay the resu
balance directly to the student or parent as soon as possible but no later than 14 days afier the

ciedit balance occurred if it occurred gffer the first day of class. If the credit balance
occwrad on or befare the first day of class, it must be retutned no fater than 14 days after the
first day of class.

An institution may secure a student's {or parent’s) written permission te retain credit balance
funds for budgeting purposes. However, the student must not he coerced into providing the
schoo] permission to retain the funds and the shudent must be informed of bis or her right te
cancel or modify that authorization at any time. [f a student modifies an authorization, the
modificalion takes ellfect on the date the institution receives the modification notice, and the
institution must pay those funds directy to the student {or parent) as soon ag possible but no
fater than 14 davs.

[Fan institution holds excess Title 1V funds, 1t musi—

»  [dentify the amount of tunds it hoids for each studeat or parent in a subsidiary ledger
account designed for that purpose,

o Mumtatn, at all lamey, cash in ils bank account b an amount at least equal to the amount
of funds the institution holds for the student: and

«  Motwithstanding any aughorization obtained by the institution, pay any remaining
balance on loan funds by the end of the loan period and any other remaining Title IV
funds by the cnd of the last payment peried in the award vear for which thiey were
miwann_ .

Nencompliance: JCSU did nar timely pay a Title 1V eredin balance within the required [4-
day lmeframe for student 25, A 33913 Title 1V credit balance was oreated on February 13,
2013, therefore the student should have received the cradit balunce payment no later than
February 27, 2013, However, the ¢redit balance was not paid until March 7, 2013 (eight days
late),

Required Action: The late credit bzlance payment appears to be an isolated case.  The
institution must ensure this finding will not be cepeated in the tuture.

Finding 13: Title IV Awarding Pelicy Missing
Citation:

After 2 student completes a Free Application for Federal Student Aid (FAFSA) and the
Department determines an official EFC for the student, the sehool nust award finzncial aid
based on the student’s eligibility, the maximum amounts tor each Titke [V program; and, the
institution’s awarding (or ‘packaging’} policy. (34 C.F.R. § 673.5 and Volume 3 of The
Federal Smudent Aidd Hamdbook }

Ta properly package the various types of aid {Federal, school, state, private, etc.), the
caordinating official must be aware of all aid received by the student, regardless of the



sotrce, When creating a financial aid package, an aid administrater must include all aid to
ensure that a student’s aid does not exceed his or her financial meed. An institution must
have writtent policies and procedurgs for awarding Title IV aid.

Federal Peli Grants arc considered to be the first source ol aid to Lhe student. A cotrectly
determined Pell Grant is never adjusted to take into account other-forms of aid. Therefore, if
a student’s aid package exceeds his or her need, the sclool must attempt to eliminate the
overaward by reducing other aid it controls.

An imstitution should consider a number of things when developing a packaging policy. For
ingtancs, some schools give more gramt assistance to beginning students who may have nmore
difficulty adjusting to campus life, increasing the proportion of loans and work-stedy in
subsequent years. For the campus-based programs and other programs where the available
funds may not be sufficient to meet every eligible student’s need, some schools decide to
give a higher proportion of aid 1o the neediest students,  Other schools award funds as an
cgual praportion of cach student’s need.

An institulion must be aware of lunding fimitations for each of the campus-based programs
as well as the tollowing awarding pelicies:

» Inselecting eligible students for FSEQG awards, an institution shail select those
students with the lowest EFC whe will also receive Pell Grants in the same year. If
the institution has FSEOQG funds remaining after giving FSEQG awards to all the Pell
Grant recipients, it shall award the remaining FSEGG funds to those eligible studemts
with the lowest EFC who will not receive Peli. (34 C.E.R. § 676.10.)

o Per 34 CFR.§675.10, an instiution shall make employment under Federal Work
Study (FWS} reasonably available, 10 the extent of available funds, to al) students
with need by establishing selection procedures that are—

{1 C_:QS.AE apphied,
{2} In writing; and

{3) Maintained in the mstitution's files.

s Por34 CF.R § 67410, an institution shall make Federal Perkins Loans reasonably
avarlable, to the extent of available Tunds Lo wll students with Ananciai need. The
inslitution shall establish selection procedures and these procedures must be—

(1) In writing;
{23 Uniformly apphed; and
{3) Maintained in the mstitutien’s (iles,

Noncompliance: JCSU did not have written policies and precedures for awarding Title 1V
aid. However, school officials acknowledged this deficiency and plan to create and
implement an awarding palicy as soon as possible.

In addition, the award rotification (signed on August 26, 2011} for student 2 did not inform
him of his FSECG award for the 201 §-2012 year. However, $16) was posted to the

student’s account ledger on February 2, 2012,

Required Action: !n response to this finding, the institution is required to submit a copy of
its financial aid packaging and award notification policigs to be used for Title IV cecipients in
the 2013-2014 and furure award years.

Finding 14; Federal Work Study Violation - Sfudent Worked During Class ITours
Citation:

Under the Federal Work Study (FWS) program, an institution is responsible far ensuring that
students are paid for work performed, Swudents are not permitted to work in FWS positions
during scheduled class times unless the work performed meets the conditions specified in 34
CFR. §67520 ().

Noncompliance: The institution failed to monitor the class times and schedule fur one FWS
recipient as illustrated;

For the Fall 2012 term, student 16 worked FWS hours during the same period
classes were scheduled. A review of (he student’s academic schedule and
timecard indicated that she was paid for hours worked {11:00 a.m.-1:00 pan.)
that conllicled with her scheduled class-hours on Tucsdays and Thursdays.
There were also severu] Wednesday mornings o which the student was paid for
WS hours that conflicled with the student’s scheduled class-hours,

ot the Spring 2013 term, student 16 worked FWS hours during the sume period
clagses were scheduled. A review of the student’s academic schedule and
timecard indicated that she was paid for hours worked {11:00 a.m.-1:30 pm.)
that conflicted with ber scheduled class-hours on Tuesdays and Thursdays. [n
addition, there were numarous Monday, Wednesday and Fridays in which the
studenl was paid for FWS hours that conflicted with the student’s scheduled
class-hours,

Funds earned by students worked during scheduled class times are considered as
ineligible.

Required Action: Effective immediately the institution is required to notify all active FWS
supervisors and FWS students that it is not permissible for students to work during scheduled



n, JCSU must establish a procedure to ensure that FWS students do
ns during scheduled class times.

class-hours. In addi
not work in FWS po

Your response 1o this finding must provide a copy of your revised FWS procedures to
moenitor employment. Should this finding be repeated in the future, the institution may be
required to return ineligible F'WS funds.

Finding 15: Insufficient Fund Balance - Federal Perkins Loan Account
Citation:

34 C.F.R. § 674,19 rzquires that participating schools ensure that the cash balance of the
account into which it deposits Federal Perkins Loan Fund does not fali beiow the amount of
Fund asscts doposited n those accounts but not yet expended on authorized purposes in
accordance with applicable Title IV program requirements, as determined from the records of
the institution. In other werds, a school must deterntine whether the cash available in its
Perking Loan Fund is sufficient to make loan advances to students. |F the balance is not
sufficient to cover loans advanced to students, the school must make subsequent deposits into
the account from its own soufces (with the intent to restore that amount). To the extent that
thess institutional deposits restore the amount previously withdrawn, they are desmed to be
Fund assets.

Noncompliance: Fiscal records provided to (he reviewers repert that since the close of the
2008-2009 award year, the Perkins Loan Fund has been operating without enough cash to cover
loans advanced to students. At the close of the 2011-2012 award year (6/30/12}, the schood had
advancad 539,521 more than it had. During the course of the 2012-2013 year, the schoot
advanced 5268,906 to Perkins Loan borrowers, but, collectad approximatelv $174 694 during
the same period.  In sum, the cumulative vanance is as follows:

Estimared Dates ) Fund Balance {estimated)
2011-12 Cumulaiive Shonfall <§ 39.52]
2012-13 Perkins Advanced <§268,906> -
May 2013 Fund Balance %174 694
| Cumulative Shortfall as of May 2013 | <$133.733>

Thz issue is that the instiution expended more funds than the cash balance of the Fund, and. it
did not deposit funds from its own resources as required. {As of the above dates, JICSU should
have deposited $133,733 into the Fund te cover the shortage )

Require Action: Because the institution does not have sufficient liquidity in its Perkins
Fund, it most conduct an up-to-date reconciliation and deposit funds frem its own source 1o
make the Fund whole. Also, if JCSU intends to advance Perkins [oans to students in the
2013-2014 award year, it must not do so until the balance of the Fund is sufficient to
cover those leans.

In response to this finding, the institution is required to subniit a summary of its
reconciliation of the Perkins Loan bank statements, ladgers, and close-out for 2012-2013.

Please also include copies of any deposits made to the Fund, and a summary of the
tnstitution’s plans for awarding 2313-2014 loans.

Finding 16: FISAP Error — Federal Perkins Loan Propram
Citation;

To participate in the Federal Perkins Loan, FWS, or FSEQG programs, an institution must
file an application before the deadline date established annually by the Secretary through
publieation of a notice in the Federal Register. The application {Fiscal Operations Report
and Application to Participate, or, FISAP) for the Federal Perking Loan, FWS, and FSEQG
programs must be on a form approved by the Sacretary and must contain the information
needed to determine the institution's allocation or reallocation of funds under sections 462,
442 and 413D of the Higher Education Amendments, respectively. (34 CFR. § 6733)

Nancompliance: The institution did not accuratcly coimplete Section B of Part JI of the
FISAP reparting Annual Perkins Loan Activity for two years as follows:

e Section B: Fund Activity (Amuat) During the 2010-207 | Award Yeor ' repotts
thar JCSLJ collected $0 in principal (Lines 9, 10 and11). This conflicts with the
Loan Principal Collectad {of $220,583) on Line 3 of *Part 1, Section A: Fiscal
Report (Cumilarive] as of Sune 30, 2012 of the FISAP for the following award
year.

o Section B: Frnd Avtivity (Anial) During the 201 1-2042 Award Yeor ' reports
that JCSU collected $240,746 (Ling 9) but Lhat it did not callect any principai
from defanited borrowers.

e Ir addition to gmors in reporting Perking collections, the cumulative amount of
‘Administrative Cost Altowance (A0 A) plus Collections Cosis (Part i1, Section
A for the 201 1-2012 award year was 3706,114 fess ¢han those amounts in the
2010-2011 year. Unless Uy was o cormection to the FISAP, it is aot possible to
reporl a negative amow in Secrion 4 because Perkins Loan cumulative
expenditeres for o year must abways be the same, or exceed the amount jo the
PIEVIOUS yeur,

Required Action: The nstitution is required to determine the accurate amaunt of anngal
and cumulative Perking Loan expendiluces a3 well as loan principal and intgrest amounts
collected from borrowers For the past two years and correct the appticabic FISAPs.



Once vour reconciliation has been completed, you must submit the above corrections to the
Department/CampusBased Programs via (hips:icbiisap ed. pov/ech/CBEWebApp)

The school’s corrections must be made prios to submitting the FISAP reporting 2012-2013
expenditures {due by October 1, 2013},

Finding 17: Federal Perkins Loan Promissory Note Not Retained
Citation:

Per 34 CFR. § 67416, a Federal Perking Loan is made when the borrower has sighed a
promissory note, and the school makes the first disbursemant of loan funds under that
promissory note for that award year. The promissory note is the legally binding document
that is evidence of a borrower's indebtedness to a school. The promissory note includes
information about the loan’s interest rate, repaynient terms, and minimum rates of’
repayment; deferment, forbearance, ard cancellation provisions; credit bureau reporting, late
charges, attorney fees, collections costs, and consequences of default.

A institution must keep the original promissery notes and repayment Schedules until
students’ loans ave satisfied. {If a promissory note was signed electronically, the institution
muslt stote it electronically and the promissory note must be retrievable in a coherent format.)

Adler Lhe loan obligation 15 satisfed, the institution must teturn the original o a true and
exact copy ol the note marked “paid in full” to the borrower, or otherwise notify the
borrewer in writing that the loan is paid, and retain a copy for at least three years after the
date the loan was paid in full (34 CFR. & 67419 [2]).

1t the schoo! does nol have a valid note or other wiitien evidenes that would be upheld ina
court of law, it has no recourse against a borrower who defauits. Without a valid promissory
nete, the school is required (o repay its Perking Loan Fund any amounts loaned, as well as
any ACA claimed on those amounts.

Noncontpliance: Stadent 30 received a 53500 Perkins [Loan for the 2012-2013 award year.
hewever JOSUE was nod able to provide a copy of the onginal Perkins Loan promissory note.

Required Action: Your response to this finding must explain whether or nat the school was
able to locate the originat note. IT the institutien is unable to locate the original Perkins Loan
premissery nole for student 39, it must deposit $5500 into the Peckins Loan Fund and notify
the student of the cancelation of this loan.

If applicable, you must provide decumentation of the loan cancelation netification 1o the
student, as well as documentation of the $3500 retumed to the Fund. )

JCSU’s response to this finding must provide un assurance that will be in compliance with the
above regulations regarding the storage of Perking Loun records and legal documents in the
future.

Finding 18: Federal Perkins Loan Not Reported to NSLDS
Citation:

Per34 CFR.§ 568,17 (7}, an inslitulion must submit reporls e the Secretary and, in the
case of an institution purticipaling m the FDL and Perkins Loan Prugram, to holders of loans
made to the institution's students under that program at such times and containing such
information as the Scerctary may rcasonably raquire to carry ont the purpose of the Title 1V
programs. After a Perking Loan disbursement has been iade, schools are required tw repert
new loans or updated data on existing loans to the National Student Loan Data System
{NSLDS) onee a month on a schedule established by the Department,

A school must complete its NSLDS reporting requirements in accordance with the
instructions in the NSLDS Lorolliment Reporting Gaide posted January 11, 2013, NSLDS
reporting must continue until all of a school’s outstanding Perkins Loans are fully retired,
accepred for assignment by the Department, or purchased by the school,

Schools are also required to report to NSLDS when the student’s loan has bezn repaid.

Noncomplianee: As noted in the previous fnding, studeot 30 received a $5500 Peckins
Loan for the 2012-201 3 award year. However, JCSU officiats did not report the Perking
Loan to NSLDS.

Required Action: The institution 15 required ta report the student’s Perking Loan to NSLDS
in accordance with the Depattment’s reporting requirgments. Your eespense o tais finding
must provide documentation to demaonstrate this has been done.

Finding 19: Federal Perkins Loan Default Rate - Due Biligeace Errors
Citation:

Federal Perkins Loan due diligence procedures (34 C.F.R. §§ 674.4] through 674,50} require
all institutions to maintain borrower contact and disclose information in a written statement
either shortly before the borrower ceases at least haff-time swdy, and during the exit
interview. Information to be disclosed during exit counseling is as follows:

+  Inform the student of the monthly anticipated balance owed and the date
repayment is scheduled to begin
+  [xplain o the borrewer, the options to prepay each loan



+  Review the option to consolidate, including the consequences of
consolidating

+  Sugpest debt management strategics

-+ Explain the likely consequences of default, inciuding adverse credil,
litigation, and referral to a collection agency

+  Emphasizc repayment obligations and that the borrower is obligated 1o
repay the full amount of the loan even it he bas not completed the
program, of is unable to obtain cmiployment upon completion

+ Describe the terms and conditions under which a borrewer may obtain fi

or partial foraivengss, cancellation, or deforment

Inform the borrower of availability of foan infonnation on the NSLDS

system and the Student Loar Ombudsman’s office.

The institution must also require the borrower o provide:

+  Name, 85N and cument address
v IExpected permanent addrass

+  Driver’s license number

+  References

+  Address of next of kin,

A school must contact the borrower during both initial and post-deferment grace periods to
tetningd him of her when repayment will begin or resume.

1"z payment iz overdue and the school has not received a request Tor forbearance, deferment,
or cancellation, it must send the borrower:

s The firse overdue notice 13 days after the payment due date
v The secand overdue notice 30 days after the first overdus notice
o The final demand ferter 15 days afier the second overdug notice.

A porrower {5 considercd to have an unsatisfactory repayment history il he or she hay failed
to make payments when due; hos taiked 10 reguest deferment, forhearance, or cancellation on
time; or has received a final demand ictter

1f ma] seni 1o a Borrower 1s ietumed undelivered. or il the borrower fails o respond, you
must take s1eps to locate the borrower. These steps musl includs:

+  Reviews of borrower records in all appropriate school oltices

= Reviews of telephone directories or iquiries to directory assistance at the
botrewet’s ast known address. and attempting to reach him by phonc

= Artermpt to Jocate and contact the borrower by electronic means.

If the institution concludes that the borrower does not intend to repay the loan or seek
deferment or cancellation requests, ar who does not respond to billing attempts, the
institution is required to take the following steps:

o Demand immediale repayment {loan acceleration)

¢ Contact the borrowcr by phone

«  Conduct address searches and ERS/ED Skip-tracing

« Follow collection procedures and credit bureau reporting {repoit the
aceount as being in default to # national credit buresu, and use school
personncl, or cngage a cellection firm to cellect the amaount,

» Follow lirigation procedures (sue the borrower it the loan amount owed
exceeds $500 and he hags assets attachable under State law or income
which may be garnishad)

«  Agsess costs chargeable to the Fund (the institution shall assess against the
barrewer, the cost of actions taken with regard to past-duc loan payments)

+  Use contractors to pecform billing (the institution is responsible for
ensuring compliance with hilling and collections, and procedures such as
making decisions regarding cancellation, postponement, or deferments,
exlension of the repayment period, other billing and collection matters,
and the safeguarding of all funds collacted by its employees and
conlraclors} -

= Beaware of bankruptey of borrower (it an institution reeeives notice that a
borrewer has filed a petition for reliel in bankruptey, it must immediately
suspend collection efforts)

« Follow ‘ Assigrunent of Perkins Loans Assignmeat Procedurss” (Apnil 1Y,
2013 Electronic Announcement).

Noucompliance: JCSU’s Perkins Loan default rates for the past three vears arc as
follaws:

YEAR DEFAULT RATE
2012 [82%

011 a15%

1610 30.6%

The institution’s Perking Loan default rate for the most racent year has dropped to 18.2%.
Howeaver, thare are approximately 116 JCSU students in default. The records of five
defanlted borrowers werte tested and revealed that Perkins Loan due diligence procedures
were not thoroughly completed as follows:

Student 31: The student’s loan has been in default for 1403 days. A review
of his Perkins Loan file did not contain documentation to show that JCSU
maintained contact with the barrower during the grace peried, billing peried,
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ar, that it sent overdus and final domand notices, The loan was sentto a
collection agency but the date is unknown.

Stadent 32; The student’s loan has been in default for over 100 days. A
review of the Perking Loan filc showed (hat exit loan counseling was
incomplete. Also, recerds did not contain documentation to show that JCSU
maintained contact with the borrower during the grave period, billing period,
or, that it sent overdug and final demand notices. The student may have had a
loan deferment through October 28, 2012, but records were unclear.

Student 33: The student's 10an has becn in default For less than 270 davs. A
review of her Perkins file did net contain decumentation to show that JCSL
maintained contact during the grace period, biliing period, or, that il sent
overdue and final demand notices. The loan was sent to a collection agency
and a repayiment arrangement schedule was sent (0 the studont in March 2013,

Student 34: The studant’s Joan has been in default for 1554 duys, Overdue
notices were sent. 1owever, the revicwers were unable lo determine ifthe
loan was assigned to the Department, or if the school attiempted to contact the
borrower during this time.

Student 35: The student's lean has been in default for 855 days. A review of
his Perkins Loan file did not contain documentation Lo show that JC5U
maintainzd contact with the borrpwer during the grace penod, billing period,
or, that it sent overdue and (nal demund notices. The loan was sent to a
collection ageney but the date is unknown.

Requirved Action: The institution is requited to improve conluct with Perkins Loan
borrowers during his or her grace periad. In addition, the irstitution must continue its
collection efforts for late, delinquent and defaulted bormmowers.

As a reminder, the institution may be cligible for loan collection assistance via the
Department’s Default Reduction Assistance Program (DRAP) which assists schoels in
bringing defaulted Parkins Loan borrowers back into repayment before their accounts are
seri 1o collection agencizs. For additional information about DRAP, contact the Cunpus-
Based Call Center at 1-877-801-7168,

In addition, schocls may assign defaulted Perkins Loans, and, if a schoel 15 withdrawing
from the Perkins Loan program, it may assign non-defaolled loans to the Department at any
time during the year.

The trstitution’s response io this finding must provids a brief summary of the status of the
borrowers currently in default as well as an explanation of steps it will take to improve its
due diligence process. :

Finding 20: Entrance Loan Requirements Noi Met for FDL Borrowers
Citation:

Per 34 C.F.R. § 655304 (a), an institution must ensure that entrance counseling is condugted
with cach FDL borrower prior to making the first dishursement of the loan unless the student

horrower Lias received a prior FDL. Entrance counseling must provide the horrower with
comprehensive infermation on the terms and conditivas of the Toan and an the
responsibilities of the borrawer. Information may be provided to the borrower—

o During an entrance counseling session conducted in person.

» Inawritten form that the borrower signs and retumns to the school; ot

+ Online or by interactive electronic means, with the borrower acknowlcdging receipt
of the information.

Entrance counseling for FDL horrowears musi—

» Explain the use of a Master Promissory Note {MPNY,

» Emphasize the seriousness and importance of repavment ebligation ;

o Describe the likely consequences of default, including adverse credit reports,
delinquent delnt collection procedures under Federal Taw, and Titigation,

* Emphasize that the borrower is obligated to repay the full smount of the loan even it
he or she docs not complete the pragram;

+ Inform the student of sample menthly repayment amounts;

& Provide information on how intcrest acerues and is capitalized during periods when
the interest is not paid by cither the borrower o the Secrelary;

e Provide information on NSLDS and how the borrower can access his or het records;
and,

+ Inform the burrower ol the oplion to pay the interest an an Unsub loan while in
schoot.

A school must ensure that an individugl with expertise in the Title IV programs is reasenably
available shortly after the counseling (o answer any borrower's questions. The school also
must maintain documentation substantiating its compliance with entrance loan counseling for
each bomower,

Noncompliance: Student 26 envolled in Fall 2012, The institution awarded ler a Sub and
Unsub DL, but ¢ould not document that the studsnt completad entrance loan counseling.
Loan ceunseling was a requirement because the student was a first-year, firse-time borrower
(who attended JCSU for one semester before dropping out)h

Required Actien; The institution is raquired to implement an entrance loan counseling
program for all required FDL. borrowers effective immediately. Please be aware of the
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negative impact that defauhied loans have on bowers and institutions participuting in tha Title
1V loan programs.

Finding 21: Exit Loan Requirements Not Met for FDL Borrowers

Citation: In accordance with 34 CF R § 685304 (b), a schoot must ensure that exit
counseling is conducted with cach FDL borrowsr shortly before he or she ceases at least half-
time study at the sehool.

Exit counseling must be in person, by audiovisual presentation, or by interactive electronic
means. In each case, the school must ensure that an individual with expertise in the Title 1V
programs is reasonably available shorthy after the counseling to answer the borrower's
guestions. Ef'a student withdraws from school without the school's prior knowledpe, or fails
to complete the counseling as required, exit counseling must be provided either through
interactive electronic mems or by mailing written counseling materials to the student
borrower at his or her last known address within 30 davs after learming that the student has
withdrawn from school or failed to complete the exit counseling as required.

The exit coimsaling must:

* Infonn the student bomower of Lhe average anticipatzd monthly repayment amount
based on the student bormower's indebledness or on the average mdebtzdness of
student borrewers who have oblained FDLs at the same schoal or in the same
program of study a! the same school;

+ Review available repayment plan options;

=« Explain to the borrower the options to prepay =ach loan, to pay 2ach loan on a shorter

schedule, and to change repayment plans;

Provide information on the effects of loan conselidation,

Include debt-imanagement strategies that are designad to facilitate repayment;

Explain how to contact the parry servicing the borrower’s leans;

Describe the likely consequences of defanlt, including adverse credit reports,

delimguent debt caliection procedures under Federal law, and litigation;

+ Provide a general description of the ternis and conditions under which a botrower
may obtain full or partial forgiveness or discharge of principal and interest, defer
repayment of principal or interest, or be granted forbearance on a Title IV loan;

e Review for the student, information on the availability of the Department’s Student
Loan Ombudsman's office;

s Infonm the bormower of the availability of NSLDS and how it can be used io obtain
Title 1V lear: status informition; .

«  Review a peneral description of the types of tax benefits that may be available; and,

« Require the student to provide current information conceming name, address, sacial
security numkber, references, and driver's license number and State of issuance, as
well as the student's expected permanent address, the address of the student
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borrower's next of kin, and the name and address of the student borrawer's expected
employer (if known).

I exit counseling is corducted through interactive electronic maans, a school must take
reasonable steps (o ensure that each student borrower receives the counseling materials, and
participates in and completes the exit counseling.

The school must maintain documentation substantialing the school's compliance with this
scction for each student borrower.

Noncompliance: JCSU did not conduct exit loan counscling for students 2, 4 -7, 9, (1. 13,
18, 24 or 26. Schoot officials stated that in the 2011-2012 award year, exit loan counseling
was conducted only for borrawers who wers preparing to graduate. In 2G12-2013, this
practice has been corrected,

Required Action: The instiwtion is required to identify all FDL borrowers who withdrew
from JCSU between July 1, 2011 and the current terme If exit loan counseling canmot b
documented for any borrowers, including students 2, 4=7,9, 11, 13, 18, 24 or 26, you must
mail exit Joan counseling materials at his or her last knovn address,

Finding 22; Cash Reconciltation Needs Improvemeat
Citation:

34 CF.R. § 668.24 states that an institution must agcount for the receipt and expenditures of
Title I'V funds in accordance with generally accepted aceounting principles. Records must be
established and maintained on a curent basis; reflect each program transaction, and, be
supported by peneral ledger (GL) control accounts and related subsidiary accounts that
identity each transaction and all other institutional financial activity.

Schoals are required to reconcile funds they receive (and retum) for each Title [V program
with actual disbursaiments ta students. An imstitution must maintain records to suppert funds
requested, such as the date and amount of each disbursement by payment period. Schools
must also maintain records of the date and amount of ¢ach payment of FWS wages and
Federal Perkins Loan transactions.

Reconciliation should 1ake place on a monthly basis, with a final reconciliation that 1s
conducted after the award year ends (June 30).

Noncompliance: The Departrnent’s pavment system (kbown as G-3) currently reparts
unreselved balances for KCSUs Pell Grant program as follows:

“Pell Crant 4 C8 Net Aceepted & Posted | Difference
Award Year Dishursement {NAPDN
200510 §4.816,177 £4.832 456 § 16 289




[ETRIE [$5.433,402 T 55,507 204 ] |853.802 |

In addition te the discrepancy between COD and the NAFD for 2012-2013 Pell expenditures,
institutional ledgers reported anly $3,330.955 as the tolaf amount of 2012-2013 Pell
disbursements to students.

Reguired Action: According to the above, the institution’s Pell Grant expenditures ¢
disbursements excced the amount it has drawn down for the 2009-2010 award vear. In order
to resolve this discrepancy, JCSU must finalize the Pell Grant reconciliation process and
make all necessary adjustments in COD. (Because the 2009-2010 year is closed, pleass
contact COD School Relations at codsupportiracs-ine com or by telephone at 1-800-248-
0978 to rcquest extended processing belore any student-leve] adfustments can he processed.
Extended processing will allow JCSU 1o transmit student-level adjustments to COD for a
closed vear.)

The Depariment acknowledges that the 2012-2013 year is still *open’ and the institution’s
Pell Grant seconciliation may be in process, Once you have recongiled institutional kedgers,
drawdowns, student disbursements, COD und G5 NAPD records, you mst provide the status
ol that reconcilialion in response to Lhis (nding.

The school's response must also provide an assurance that recunciliation will be performed
on a monthly basis for all Title IV programs.

Finding 23: Conflicting Disbursement Dates in COD
Clitation:

Institutions are required to submit 2 student's paytent data (including disbursement
dates) to the Secratary by the reporting deadines published in the Federal Register
{FR). According to FR Volume 78, Number 130 (2013-2014 Deadline Dates for
Reports and Other Records), an institution must submit Pell Grant, FDL and TEACH
Grant disburscment rocords to COD system ne later than |5 days atter making a
disbursgment or becoming aware of the need to adjust a stodent's previously reportad
disbursement. In accordance with 34 C.F.R. 668 164 (a), Title 1V funds are isbursed
on the date that the institution: {a) Credits those funds to a student’s account in the
institution's general ledger or any sub-ledger of the general ledger, or (b) pays those
funds to a student dircctly. Title IV funds are disbursed even if an instilution uses its
own funds in advance of recziving program funds frem the Sceretary.

Records an institution must maintain include but are net mited w —
+ ° Documentation refating to each student's or parent borrower's receipt of Title IV

funds, including documentation of the amount of aid; the payrment peried; and
loan period, if applicable; and,

s Fhe date and amount of each disbursement or delivery of grant or loan funds, and
tie dete and amount of sach payment of FWS wages.

Noncempliance: Disbursernert information reponied to COD did not always match what
was posted on the student’s account ledgers. For example, the account ledger for student 3
reporied: 8 $1388 Pelt Grant disbursement on 11/2/2011; a $2775 disbursement on
3/26/2012; another $694 on 3/36/2012; and, two disbursements of $346 each on 7/14/2012,
Aside from the total Pell amount, none of these disbursements or dates match what the scheol
reported to COD.

In other cascs, disburscment dates reported to COD did not alwiys mateh e dates funds
were credited to student ledgers, The following illustrates the difference between dates that
Title IV funds were disbursed 0 the student’s wceount versus disbursement dates reported to
coD:

“Student_ Program ] ...pano:::.»q_naﬂ - LoD
E L
| 1 and 2/29/12 B/17/11 and 1720412
A2 gnil 122012 BT and 2/1412
/11 and 11/2/11 §/18/t1 and 101

3771 oG AT and 927101

Required Action: Note that for FDI. recipients, interest costs begin to accrue on the date
that loans are dishursed.

Please refer to the COD Technical Reference, 2013-2014 for current guidance regarding
deadlines and requiremsents. JCSU may also reter ta the Direct Loan Schoof Guide for
additional information. The institution is required to montor its procedures so that
disbursement dates repacted to COD are the dates that funds are credited to the student’s
account, or paid to the student direct]y,

D. Appendices
Appendix A (Student Sample) is attachied to this report. This appendix contains personally

identifiable information {PI[). Also arached, Appendix B contains instructions for the
submission of PIl to the Department,
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['ebruary 18, 2015

Ronald Carter, Ph.D.

President

Johnson C. Smith University

100 Beatties Ford Road _ UPS Next Day Air
Charlotte, NC 28216-5398 _ ' 17.A879640293171928

RE: Final Program Review Report
OPE ID: 00293600
PRCN: 201330428280

Dear Dr. Carter;

The U.S. Department of Education’s (Department’s) School Participation Division — Atlanta
issued a program review report on August 6, 2013 covering Johnson C. Smith University’s
(JCSU’s) administration of programs authorized pursuant to Title IV of the Higher Education
Act of 1965, as amended, 20 U.S.C. §§ 1070 et seq. (Title IV, HEA programs), for the 2011-
2012 and 2012-2013 award years. JCSU’s final response was rcecived on July 30, 2014. A copy
of the program review report (and related attachments) and JCSU’s response are attached. Any
 supporting documentation submitted with the response is being retained by the Department and
is available for inspection by JCSU 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 FPRD is issued.

Purpose:

Final determinations have been madc concerning all of the outstanding findings of the program
review report. The purpose of this letter is to: (1) identify liabilities resulting from the findings
of this program review report, (2) provide instructions for payment of liabilities to the
Department, (3) notify the institution of its right to appeal and (4) to closc the review.

The total liabilities due from the institution from this program review are $3,324,853.00. This
FPRD contains detailed informaiion about the liability determination for each finding.

Federal Student 44

An OFFICE ef the LS, DEPARTMENT af EOUCATION

Atlanta School Participation Division
61 Forsyth St., SW, Room 18T40
Aflanta, GA 30303-3918
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Protection of Personally Identifiable Information:

Personally Identifiable Information (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, date and place of birth). The loss of PII can result in substantial harm, embarrassment,
and inconvenience fo individuals and may lead to identity theft or other fraudulent use of the
information. To protect PII, the finding in the attached report does not contain any student Pl
- Instead, the finding references students by the Appendices atiached to this report.

Appeal Procedures:

This constitutes the Department’s FPRD with respect to the findings identified from the August
6, 2013 program revicw report. If JCSU wishes 1o appeal lo the Secretary for a review of
monetary liabilities established by the FPRD, the instituticn must file a written request for an

- administrative hearing. The Departiment must receive the request no later than 45 days from the
date JCSU recetves this FPRD. An original and four copies of the information JCSU submits
must be attached to the request. The request for an appeal must be sent to:

Ms. Mary E. Gust, Director

Administrative Actions and Appeals Service Group
U.S. Department of Education

Federal Student Aid/PC

830 First Street, NE - UCP3, Room 842
Washington, DC 20002-8019

JCSU’s appeal request must:

(1) indicate the findings, issues and facts being disputed;

(2) state the institution’s position, together with pertinent facts and reasons supporting its
position;

(3) include all documentation it believes the Department should consider in support of
the appeal. Any documents refative to the appeal that include PII data must be
redacted except the student’s name and last four digits of his / her social security -
number (please see the attached document, “Protection of Personally Identifiable
Information,” for instructions on how to mail “hard copy” records containing PII);
and,

(4) include a copy of the FPRD. The program review control number (PRCN) must also
accompany the request for review.

If the appeal rcquest is complete and timely, the Depariment will schedule an administrative
hearing in accordance with § 487(b)(2) of the HEA, 20 U.S.C. § 1094(b)(2). The procedures
followed with respect to JCSU’s appeal will be those provided in 34 C.F.R. Part 668, Subpart H.
Interest on the appealed liabilities shall continue fo accrue at the applicable value of funds
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rate, as established by the United States Department of Treasury, or if the liabilities are for
refunds, at the interest rate set forth in the loan promissory note(s).

Record Retention:

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

(€X(2) and (¢X3).

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 Lisa Tancaster at
(404) 974-9296. Questions refating to any appcal of the FPRD should be directed to the address
noted in the Appeal Procedures section of this letter.

Sincerely

(b)(6)

Chris Miller, Director
School Participation Division-Atlanta

ce: Shelline Warren, Director of Financial Aid
Southern Association of Colleges and Schools, Commission on Colleges
NC Baoard of Governors of the University of North Carolina (EXEMPT)
Department of Defense
Department of Velerans Affairs
Consumer Financial Protection Bureau

Enclosures
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PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

Personally Identifiable Information (PII) being submitted to the Department must be protected. PI
1s any information about an individual which can be used to distinguish or trace an individual's
identity (some examples are name, social sceurity number, date and place of birth).

PII being submitted clectronically or on media (e.g., CD-ROM, floppy disk, DVD) must be
encrypted. The data must be submitted in a .zip file encrypted with Advanced Encryption Standard
(AES) cneryption (256-bit is preferred). The Department uses WinZip. However, files created with
other encryption software are also acceptable, provided that they are compatible with WinZip
(Version 9.0) and are encrypted with AES eneryption. Zipped files using WinZip must be saved as
Legacy compression (Zip 2.0 compatible).

The Department must reccive an access password 10 view the encrypted information. The password
must be e-mailed separately from the encrypted data. The password must be 12 characters in length
and use three of the following: upper case letter, lower case letter, number, special character. A
manifest must be included with the e-mail that lists the types of files being sent (a copy of the
manifest must be rctained by the sender).

If applicable, hard copy [iles and media containing PII must be:

- sent via a shipping method that can be tracked with signature required upon delivery

- double packaged in packaging that is approved by the shipping agent (FedEx; DHL,
UPS, USPS)

- labeled with both the "To" and "From" addresses on both the inner and outer
packages

- identified by a manifest included in the inner package that lists the types of files in
the shipment (a copy of the manifest must be retained by the sender).

PII data cannot be sent via fax.
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A, INSTITUTIONAL INFORMATION
Johnson C. Smith University

100 Beatties Ford Road

Charlotte, NC 28216-5398

Type: Private, Nonprofit

Highest Level of Offering: Bachelor’s Degrec

Accrediting Agency: Southern Association of Colleges and Schools Commission on

Colleges
Current Student Enrollment: 1607 (2012-2013)
% of Students Receiving Title [V: 86% (2012-2013)

Title IV Participation

Program

Federal Direct Loan (FDL)

Federal Pell Grant (Pell)

Federal Supplemecntal Education Grant (FSEO()
Federal Work Study (FWS)

Federal Perkins Loan (Perkins)

National Teach Grant Program

3-Year Default Rate / FDL: 2011 - 27.4%
2010 23.5%
2009 . 24 4%
Decfault Rate / Perkins: 2013 36.6%
2012 18.2%

2011 41.8%

2012-2013

$15,482,448
3 5,561,527
$ 341,510
$ 556,591
$ 268,906
$ 44,000
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B. SCOPE OF REVIEW

The U.S. Department of Education (the Department) conducted a program review at Johnson
C. Smith University (JCSU}) from May 20 -- May 24, 2013. The review was conducted by
Lisa Iancaster, Angelique James and Lonnie Seal.

The focus of the review was to examine records of student’s with all non-passing grades for a
term, and, to determine JCSU’s compliance with the statutes and Federal regulations as they
pertain to the instifution’s administration of Title IV programs. The review consisted of, but
was not limited to, an examination of JCSU’s policies and procedures regarding institutional
and student eligibility, individual student financial aid and academic files, attendance

- records, student account ledgers, and fiscal records.

A sample of 35 files was identified for review from the 2011-2012 and 2012-2013 (year to
date) award years. The 2011-2012 files were selected randomly from a sample of students
with non-passing grades. The 2012-2013 files were selected randomly from a statistical
sample of the total population of students receiving Titlc IV, HEA program funds for each
award year. Federal Perking Loan records were also reviewed for five borrowers.

Disclaimer:

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

C. FINDINGS AND FINAL DETERMINATIONS

Resolved Findings

JCSU has taken the corrective actions necessary to resolve Findings 11, 12, 14, 17, 18, 20,
21 and 23 of the program review report. Therefore, these findings may be considered closed.
Findings requiring further actions are discussed below. In addition, JCSU provided sufficient
documentation to close Finding 8.

Findings with Final Determinations

The program review report findings requiring further action are summarized below. At the
conclusion of each finding is a summary of JCSU’s response to the finding, and the
Department's final determination for that finding. A copy of the program review report
1ssued on August 6, 2013, including the sampled students, is attached to this letter as
Appendix A. JCSU’s response is attached as Appendix B.
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Finding 1: Lack of Administrative Capability
Noncompliance:

In order to participate in the Title [V programs, an institution shall demonstrate to the
Secretary that it is capable of adequately administering each program. The Secretary
considers an institution to have that administrative capability under the following standards if
t—

Administers the Title IV programs in accordance with all statutory provisions;
Designates a capable individual to be responsible for admlmstcrmg the programs in
which it participates;

Uscs an adequate number of qualified persons to administer the programs;

Has written procedurcs for indicating the responsibilities of the various offices to

ensure a system of checks and balances and internal controls;

Divides the functions of authorizing payments and disbursing funds so that no one

office has responsibility for both functions;

Establishes and maintains systematically organized records;

Establishes, publishes, and applies rcasonable standards for measuring whether an

otherwise eligible student i is maintaining satisfactory academic progress in his or her

educational program;

H. Develops and applies an adequate system to identify and resolve discrepancies in the .
informaticn that the institution receives from different sources with respect to a
student's application for financial aid;

I Refers fraud or false claims to the Department’s Office of Inspector General (O1IG)

for investigation;

Provides adequate financial aid counscling to eligible students;

Provides reports, audits and financial statements required for compliance timely;
Shows no evidence of significant problems that affect the institution's ability to
administer the Title IV programs as identified in reviews conducted by the Secretary,
the Department's OIG, nationally recognized accrediting agencies, State agency or
official by whose authority the institution s legally authorized to provide
postsecondary education, or any other law enforcement agency; or findings made in
any criminal, civil, or administrative proceeding;

. Is not, and does not have any principal or affiliate of the institution that is debarred or

suspended under Executive Order 12549 (3 C.F.R., 1986 Comp.);

Does not otherwise appear to lack the ability to administer the Title [V programs
competently;

Participates in the electronic processes that the Secretary provides; and,

Develops and follows procedurcs to evaluate the validity of a student's high school
completion if the institution or the Secretary has reason to belicve that a high school
diploma is not valid or was not obtained from an entity that provides secondary
school education. 34 C.F.R. § 668.16.

m oo Wy
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Significant areas of non-compliance and problems reflected JCSU's inability to administer
the Title I'V programs. Findings identified by a review of institutional records are:

Ineligible Students - 'litlc IV Funds Disbursed to Students Not in Attendance
Failure to Perform Returns for Unofficial Withdrawals

Incorrect Return Calculations for Withdrawn Students

Ineligible Students - Satisfactory Academic Progress Policy Not Acceptable
Satisfactory Academic Progress - Does Not Contain All Required Elements
Verification Frrors and Discrepant Applicant Data

Admissions Policy Not Followed for Applicants

Federal Pcll Grant Overaward - Incorrect Enroliment Status

Annual Subsidized Loan Limit Exceeded

Delayed Loan Disbursement Requirement Not Met

Late Payment of Title IV Credit Balance

Title IV Awarding Policy Missing

Federal Work Study Violation - Student Worked During Class Hours
Insufficient Fund Balance - Federal Perkins Loan Account

FISAP Error — Federal Perkins Loan Program

Federal Perkins Loan Promissory Note Not Retained

Federal Perkins Loan Not Reported to NSL.DS

Federal Perkins Loan Default Rate - Due Diligence Errors

Entrance Loan Requirements Not Met for FDL Borrowers

Exit Loan Requirements Not Met for FDL Borrowers

Cash Reconciliation Needs Improvement

Reporting Conflicting Disbursement Dates to COD

When signing the Program Participation Agreement with the Secretary, JCSU agreed to

- comply with all applicable policies and regulations and to administer the Federal Student Aid
programs with the highest standards of carc and diligence expected of a fiduciary.
JCSU had scveral financial aid directors over the past few years resulting in high staff-
turnover. The director who was appointed in August of 2012 was no longer employed as of
May 2013;, therefore, the institution was without a financial aid director for many months.
Although the school hired a temporary, pari-time financial aid consulting agency, JCSU was
required to hire a qualified financial aid director and adequate staff to be responsible for
administering the Title IV programs on & permanent basis.

Directives From Program Review Report:

JCSU was required to ensure that Title IV funds are disbursed, reconciled and returncd to the
Department (and students) on a timely basis. The institution was reminded of its
responsibility to follow Title IV cash management regulations and te make sure its crime
reports, campus sccurity policies and consumer information is updated as well,
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Also In response to this finding, JCSU was required to develop a comprehensive plan of
action in order to correct the findings and deficiencies noted in this report.

Final Determination:

JCSU officials acknowledge that the administration of the Title IV programs is an institution-
wide responsibility.

The response notes future plans to improve JCSU’s operations in the arca of financial aid,
specifically as follows:

¢ Conduct a review of all processes pertaining to Title IV policies, procedures and
systems of internal controls to address noted deficiencies;

» Conduct staff training for personnel from the Registrar, Bursar and Financial Aid
offices;

e The hiring of a new and expencnccd Financial Aid Director (effective December 16,
2013);

¢ Expand the Financial Aid office by adding two positions to focus on reconciliation
and defanlt management; and,

¢ The relocation of the Financial Aid office to Division of Business and Finance to
improve communication between the offices responsible for authorizing payments
and disbursing funds.

An institution’s Admissions; Registrar’s; Academic; Financial Aid and Business offices must
have a system to coordinate information to ensure that only eligible students are accepted and
receive Title IV funds; and, that students maintain eligibility for funds on an ongoing basis
because they maintain enroliment status; are making SAP; verification is complete and any
conflicting applicant data is resolved.

The Department acknowledges JCSU’s above plans. However, the response did not address
how JCSU will aveid another repeat finding for disbursing Title IV a1d to students not in

attendance.

Please refer to the next finding.
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Finding 2: Ineligible Disbursements - Students Not in Attendance
Finding 3: Failure to Perform Returns for Unofficial Withdrawals
Noncompliance:

If a student does not begin attendance in a payment period or period of enrollment, the
institution must return all Title IV funds that were credited to the student's account or _
disbursed directly to the student for that payment period or period of cnrollment. 34 C.F.R. §
068.21(a). The Secretary considers the student (o have dropped out before the first day of
classes, if an institution cannot document a student’s attendance. 34 CF.R. § 668.21(c). The
institution must return those funds for which it is responsible to the respective program as
soon as possible, but no later than 30 days after the date it becomes aware that the student has
not begun attendance. 34 C.F.R. § 668.21(d).

At an institution not required to take attendance such as JCSU, the withdrawal date for a
student who unofficially withdraws (also known as a ‘dropout’) is the midpoint of the
payment period (50%), or, the last date of an academically related activity that the student
participated in. 34 C.F.R. § 668.22(c)(1)(iii). The institution is responsible for completing a
Return to Title IV Funds (*R2T4’) calculation to determine the earned and unearned portions
of aid based on his or her attendance, therefore the percentage of time spent in class.

34 C.F.R. § 668.22(¢).

In order to comply with these provisions, an institution must have a procedure to determine
whether a Title IV recipient who does begin attendance in a payment period either completes
the period, or is a withdrawn student. See 34 C.F.R. § 668.22(a)(2). If a student earns a
passing grade in one or more of his or her classes for the period, the institution may presume
that the student completed the course and thus completed the period. If a student who began
attendance and has not officially withdrawn does not earn a passing grade in af least one
course over the entire period, the institution must assume, for Title [V purposes, that the
student has unofficially withdrawn unless it can documnent that the student completed the
period. (Federal Student Aid Handbook, Volume 1, Chapter I). An institution may have an
official grading policy that provides professors with the ability to differentiate between
students who completed a course but failed, versus those who did not complete the coursc.

During the course of the review, the Department discovered that the institution disbursed and
retained Title [V funds for students whe did not begin attendance in any class in a payment
period (or term).' Records examined during the current program review revealed that this
finding was repeated up to and including the 2012-2013 award year. This continued finding
may have been caused by an incorrect policy which was implemented following a JCSU

" It should be noted that the failure to identify students who did not begin attendance in a payment
period for which they received Title [V funds was also an audit finding for the period ended June 30,
2011
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November 2011 faculty meeting. Notes from that mecting show a ncw grading policy as
follows:

« F: Student earned a failing grade
» FN:  Student came a few times and unofficially dropped
e W: Student never came {e.g., ‘no-show’)

. While it appears that JCSU officials attempted to avoid a repeat of this finding by
implementing a new policy in November 2011, the use of “W’s may have resulted in the
institution retaining Title IV funds for students not in attendance. Typically a grade of ‘W’
refers to a withdrawn student, not a ‘no-show.’

In addition to retaining aid for ‘no-shows’, the institution did not always identify unofficial
withdrawals, thereby failing to perform return calculations and return funds to the
Departiment. In the sample files reviewed, the Department found that Title IV aid was
impropetly disbursed and retained for the following students:

Student 2: The student’s academic transcript reported that he received a
grade of “W’ for all of his Spring 2011 courses as follows: ACC-235; ENG-
232, M(GT-333; ORT-112; PED-430; and SPM-433. Although the student
received Title TV funds for this term, his instructors confirmed that he never
began atiendance. Ineligible Federal Pell Grant and Federal Direct Loan
(FDL) funds retained by the institution included:

Date of Incligible Aid | Pell Grant | Sub FDL Unsuh FDL
2/7/2011 $2775
2/23/2011 $2750 $3500

The following award year, the student ceased attendance in Spring 2012; his
last day of attendance was February 29, 2012. Although the student did not
officially withdraw, school officials did not perform an R2T4 calculation as
required for unofficial withdrawals.

(Note: This student is noted in Findings 5, 7 and 8.)

Student 7: The student’s academic transcript showed “W’s for all five classes
in which the student enrolled in the Spring 2012 term. Based on the grading
policy, (the incorrect use of “W?), the student was a ‘no-show’ and should not
have received Title IV funds for the term. When school officials werc
questioned about why funds were disbursed, they provided the reviewers with
conflicting student-attendance records from February 2012 for one course;
and a roster showing the student as ‘present’ for April 24 and 26, 2012 for
another course. School officials were not able to provide further
documentation to clarify the accuracy of these reécords. The student never
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began attendance in any of the other courses shown on the academic
transeript. It appears that the following aid was improperly disbursed:

Unsub FDL

Date of Ineligible Aid | Pell Grant Sub FDL
1/20/2012 $2775
2/1/2012 ' $2250 $3000

Student 11: The student enrolled for two courses in the Spring 2012 term.
The file contained an email from one instructor stating that the student
attended the first day of class (only) and another cmail from the second
instructor stating that the student never attended. However, the student’s
academic transcript showed that both instructors gave the student a grade of
‘W’. This file illustrates how the incorrect grading policy affected the
institution’s ability to confirm whether or not a student began attendance in a
class.

Student 13: The student enrolled for three courses in the Fall 2011 term. The
student’s academic transcript showed that she earned two ‘F’s and one ‘W’.
The file did not contain documentation to demonstrate that the student began
attendance in a class. Upon request, the reviewers were provided with records
from the attendance portal that showed she did not attend any of the three
classes. Regardless, the school drew down and disbursed funds in October
2011 and in April 2012 (for Fall 2011) as follows:

Date of Incligible Aid | Pell Grant Sub FDL Unsub FDL
10/31/2011 $1388
4/3/2012 $1500 $1258

Student 14: The student officially withdrew from JCSUJ in October 2G1 1.
The academic transcript for the following term (Spring 2012) reported that she
received four grades of ‘I’ and one “W” for a total of five courses. The
student’s file contained no records to indicate she was present for the Spring
2012 term at all, nor was there an R2T4 caleulation (which would indicate she
began attendance beforce withdrawing). Absent documentation to confirm the
student began classes, the institution retained funds for a ‘no-show’ as
follows:

Date of Ineligible Aid | Pell Grant | Sub FDL | Unsub FDL
1/20/2012 $2775 -
2/1/2012 $1750 $3000

Student 24: The student ccasced attendance in Fall 2012; her last day of

attendance was October 17, 2012. Although the student did riot officially
withdraw, school officials did not perform an R2T4 calculation as reguired for
unofficial withdrawals. :
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Additionally, student 24°s academic transcript for Spring 2013 reported that
she received two grades of ‘F plus two grades of ‘FN for a total of four
courses. However, the student’s account ledger reporied that the student was
a ‘no-show’ for the Spring 2013 term, and, all tuition charges were reversed
from the student’s account. However, institutional officials reported false
grades of ‘F’ and ‘FN’, and, drew down and retained funds as follows:

Date of Incligible Aid | Pell Grant Sub FDL Unsub FDL
2/11/2013 $1387
21512013 $1750 $3000

Student 23: The student registered for and attended two courses during the
Spring 2013 term but she officially withdrew from both courses on April 3,
2013. A *drop’ form was contained in the file; however, school officials had
not yet performed an R2T4 calculation as required.

Student 26: The studeni enrolled full-time in the Fall 2012 term. The
student’s academic transcript showed that she earned all failing grades and did
not return to JCSU for the Spring 2013 term. Although she was not enrolled
for Spring, the school disbursed a $1750 Sub loan and a $3000 Unsub loan to
the student’s account on February 4, 2013. The institution retained these
funds until May 9, 2013 when they were returned via the Department’s
Common and Origination Disbursement (COD) system.

Directives From Program Review Report:

Due to the error rate noted for Finding 2, JCSU was required to identify Title IV recipients
who had all non-passing grades for any payment periods (including Summer terms) between
July 1, 2011 and June 30, 2013. With regard to Finding 3, JCSU was required to identify
Title IV recipients who withdrew from a term, but for whom an R2T4 calculation was not
performed for the same timeframe.

Final Determination for Finding 2:

In response to this finding, the institution acknowledged that 2011-2012 award year funds
were retained for students who did not begin classes in a term. Of the students cited in this
finding as ‘no-shows’, JCSU officials were able to confirm attendance for all students except
Student 13. Officials did however; report four additional students for whom it could not
confirm attendance. (Please refer to Appendix B-1 which lists the names of the five Title
IV recipients not in attendance.) '

JCSU also identified 2012-2013 funds it retained for students who did not begin classes in a
term; however, those funds were returned to the Department,
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~ A repayment due to the Department in the amount of $13,658 (for five students and/or
parents), plus $176 in intcrest is identified below. The amounts to be returned to the
Department are identified by FDL type.

APPENDIX B-1 2011-2012

UNsUB  [sus [ Pius COF
53,158 $3,250 57,250 $176

Please refer to Appendix B-1 for the student listing and loan amounts to be adjusted for each
student. The institution may also refer to Appendix B-1 for the Interest/Cost of Funds
(COF) calculation. The COF is the cxpense the Department incurred as a result of the
institution retaining ineligible funds. The rate of interest is based on when the funds should
have heen returned to the Department.

Please refer to Section E (Payment Instructions) provided on page 38 of this letter for the
detailed steps the institution must follow to make the necessary adjustments and pay (he
liability resulting from this finding.

Final Determination for Finding 3:

In response to this finding, the institution acknowledged that 2011-2012 and 2012-2013
award year funds were retained for students who werc not correctly idenfified as withdrawn.

JCSU is required to return $432,335 in FDL funds; $2,787 in Pell Grant funds; plus $3,402 in
the COF. The amounts to be returned to the Department are identified as follows:

APPENDIX A-1 (2011-2012)

&

. . _APPENDIX C-1 (2012-2013) | |

TERM UNSUB SUB PLUS COF on FDL PELL

FALL 2011 $ 32,660 $ 25550 |'$ 31,219 $ 1,320 $ 0
| SPRING 2012 7 $ 110,213 $ 37,001 |$ 14,941 $ 1,735 $ 0
SUMMER 2012 | $ 1,109 S 2,242 |§ 0 $ 30 $ 0
FALL 2012 $ 66,643 $ 14,737 |$ 3,260 $ 292 $ 0
FALL 2012 $ 0 $ 0 |5 Q 5 0 $ 2,599
SPRING2013 | 72,414 $ 14,685 |$ 4,036 $ 25 $ 0
SUMMER 2013 | $ 0 S 1615 [$ 0 $ 0 $ 0
SUMMER 2013 | § 0 $ E 0 5 0 $ 188

Please refer to Appendix A-1 (by term) for the 2011-2012 student listing and amounts to be
adjusted for each student. Please refer to Appendix C-1 (by term) for the 2012-2613
student histing and amounts to be adjusted for each student.
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The institution may also refer to Appendix A-1 and C-1 for the applicable COF calculations.
Any duplicated liabilities have been removed in the final liability table.

Please refer to Section E (Payment Instructions) provided on page 38 of this letter for the
detailed steps the institution must follow to make the necessary adjustments and pay the
liability resulting from this finding, '

The school’s updated policics and procedures for performing R2T4 calculations in the future
are acceptable. However, the institution’s “Process for Addressing Students with Non-
Attendance” docs not address FDL recipients who fail to attend; the policy only addresses
Pell Grant recipients.

JCSU must update its policy to account for all Title IV recipients who are registered for, but
who fail to begin atlendance in a class.

Finding 4: Incorrect Return Calculations for Withdrawn Students

Noncompliance:

When a Title IV recipient withdraws from an institution during a payment period or period of
enrollment in which the recipient began attendance, the institution must determine the
amount of Title IV grant or loan assistance that the student earned as of the student’s
withdrawal date. 34 C.F.R. § 668.22(a). When calculaling the returns, the payment period or
period of enrollment should include alf days within the period, except that scheduled breaks
of at least five consecutive days must be excluded from the payment period and the number
of days completed. 34 C.F.R. § 668.22 (H{(2)(1).

R2T4 calculations for the 2011-2012 award year were incorrect because the institution failed
to exclude scheduled breaks of five days or more in the calculations. This resulted in an
incorrect calculation for the percentage of Title TV aid eamed. In each of these cases, the
institution returncd morc funds to Title IV programs than was required. This error, however,
could, and did, resuit in the institution not refunding the correct amount of Title IV funds.
The following tablc demonstrates the difference in the percentage of completion by using the
correct number of days in the term:

Student | Incorrect R2T4 Calculation: % of Correct R2T4 Calculation: % of
Days Completed/Days in Term | Completion | Days Corpleted/Days in Term | Completion
1. 68 /111 days {Spring 2012) 61.3% 68 /107 days (Spring 2012) | 63.6%
0. 587111 days {Spring 2012) 52.3% 587107 days (Spring 2012) 54.2%
14. 24 /116 days {Fall 2011) 20.7% 24 /111 days (Fall 2011) 21.6%




