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October 10, 2012

Mr. William E. Booker, President Overnight Mail, Tracking #
Lexington Healing Arts Academy ' 1Z A54 67Y 01 9699 7739
272 Southland Drive '

Lexington, KY 40503-1932

RE: Final Program Review Determination
OPE ID: 04123900
PRCN: 201220727835

Dear Mr. Booker:

The U.S. Department of Education’s (Department’s) School Participation Division—Kansas City
issued a program review report on April 25, 2012 covering Lexington Healing Arts Academy’s
(LHAA) 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 2010-2011
and 2011-2012 award years. The institution’s final response was received on June 23, 2012.

The Kansas City School Participation Division has reviewed LHAA’s responses to the Program
Review Report. A copy of the program review report (and related attachments) and LHAA’s
response are attached. Any supporting documentation submitted with the response is being
retained by the Department and is available for inspection by LHAA 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.

LHAA'’s responses have resolved all findings. In addition, LHAA has provided assurances
that the appropriate corrective actions have been taken to resolve and prevent future
occurrences of all findings. Therefore, LHAA may consider the program review closed with
no further action required.

Program records relating to the period covered by this program review must be retained until the
later of: the resolution of the loan(s), claim(s) or expenditure(s) questioned in the program
review [34 C.F.R. § 668.24(e)(3)(i)] or the end of the retention period applicable to the record
[34 CFR. § 668.24(e)(1) and (e)(2)].
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8930 Ward Parkway, Suite 2028, Kansas City, MO 64114-3352
www.FederalStudentAid.ed.gov




Lexington Healing Arts Academy
04123900

201220727835

Page 2 of 2

If you have any questions please call Mr. Jim Wyant at (816) 268-0431.

- Sincerely,

Ralph A. LoBosco .
Director, Kansas City School Participation Division

Enclosure:  Appendix A: Program Review Report (with attachments)
Appendix B: LHAA’s Response to the Program Review Report

cc: Carol Rajchel, Financial Aid Administrator '
Lindsey Lane, Kentucky State Board for Proprietary Education
Carol Moneymaker, Accrediting Bureau of Health Education Schools
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A. Institutional Information
Lexington Healing Arts Academy

272 Southland Drive
Lexington, KY 40503-1932

Type: Proprietary
Highest Level of Offering: ' , 650-840 Clock Hours
Accrediting Ageﬁcies: ' Accrediting Bureau of Health

Education Schools

KY State Board For Proprietary

Education
Current Student Enroliment: _ 117 (2010-2011)
Percentage of Students Receiving Title I'V: 68%

Title IV Participation [Source: Department of Education Grants Management system (G5) and Common
Origination and Disbursement system (COD)]: :

Award Year

2010-2011 2011-2012
Federal Pell Grant Program $138,603 § 88,337
Federal Direct Loan Program _ $447 666  $1 16;963
Default Rate: FFEL/ Direct Loan: : 2009 11.1%
' 2008 0%

2007 0%
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B. Scope of Review

The U.S. Department of Education (the Department) conducted a program review at
Lexington Healing Arts Academy (LHAA) from March 5, 2012 to March 9, 2012, The
review was conducted by Mr. Charles E. Glasper and Mr. Jim Wyant.

The focus of the review was to determine LHAA’s compliance with the statues and federal
regulations as they pertain to the institution’s administration of Title IV programs. The
review consisted of, but was not limited to, an examination of LHAA’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 30 files was identified for review from the 2010/2011 and 2011/2012 (March 9,
2012) award years. The files were selected randomly from a statistical sample of the total
population receiving Title IV, HEA program funds for each award year. Appendix A lists
the names and partial social security numbers of the students whose files were examined
during the program review.

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of
statements in the report concemning LHAA’s 'specific practices and procedures must not be

. construed as acceptance, approval, or endorsement of those specific practices and procedures. .
Furthermore, it does not relieve LHAA of its obligation to comply with all the statutory or
regulatory provisions governing the Title IV, HEA programs.

This report reflects initial findings. These findings are not final. The Department will issue
its final findings in a subsequent Final Program Review Determination (FPRD) letter.
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C. Findings

During the review, several areas of noncompliance were noted. Findings of noncompliance are
referenced to the applicable statutes and regulations and specify the actions to be taken by -
LHAA to bring operations of the financial aid programs into comphance with the statutes and
regulations.

Finding 1: Return to Title IV Calculation Errors

Citation: Federal regulations state that when a recipient of Title IV, HEA funds withdraws from
an institution during a payment period or period of enrollment in which the recipient began
attendance, the institution must perform a Return of Title IV Funds calculation to determine the
amount of Title IV grant or loan assistance the student earned as of the student’s withdrawal
date. The calculation should incorporate all the elements of a Return of Title IV Funds
calculation identified in pertinent Federal regulations (34 C.FR. § 668.22). Regulations
additionally define “institutional charges” as tuition, fees, room and board (if the student
contracts with the institution for the room and board) and other educationally-related expenses
assessed by the institution. 34 C. KR § 668.22(g)(2)

An institution must return as soon as possible the unearned Title IV, HEA aid for which it is
responsible for returning but, as of July 1, 2007, no later than 45 days after the institution’s
determination that the student withdrew /34 C.F.R. § 668.22¢j)(1)]. As required by 34 C.F.R. §

- 668:22(1)(3)(ii), for a student who does not provide notification of his or her withdrawal, the
institution’s date of determination that the student withdrew is the date that the institution
becomes aware that the student ceased attendance. An institution must determine the withdrawal
date for a student who withdraws without providing notification to the institution, no later than
30 days after the end of the payment period /34 C.F.R. § 668.22(7)(2)].

Noncompllance 'LHAA failed to caiculate the Return of Title IV (Return) funds calculation
accurately for six students in the review sample by consistently using the incorrect amount of
institutional charges for the payment period or the incorrect total hours scheduled to complete in
the payment period. Within each calculation, LHAA used the total aid disbursed for the payment
period in Step E of the calculation as the amount of institutional charges in Step 5 for the
payment period or used an undocumented amount for institutional charges. In addition, LHAA
used the total number of hours attended in the payment period in Step 2 of the calculation, rather
than the total hours scheduled to complete in the payment period. '

Student #10: In the 2010/2011 academic year, the student’s financial aid file and account
ledger show the student began attendance on 10/06/10. The student withdrew on 7/25/11 for
personal reasons during the second payment period. LHAA performed a Return calculation and
used 360 total hours attended in Step 2, rather than the 272 total hours scheduled to complete as
of the date of withdrawal. In addition, LHAA incorrectly used $6,231, the amount in Step E, as
the institutional charges for the period in Step 5. The student received $2,590 in Federal Pell
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Grant, $1,625 in Subsidized Stafford Loan, and $2,016 in Unsubsidized Stafford Loan funds for
the payment period.

This student is also cited in Finding 2.

Student #11: In the 2010/2011 academic year, the student’s financial aid file and account
ledger show the student began attendance on 01/26/11, and was administratively withdrawn on
05/24/11 due to unexplained absences from class. LHAA performed a Return calculation and
used 288 total hours attended in Step 2, rather than the 320 total hours scheduled to complete as
of the date of withdrawal. The student received $2,004 in Federal Pell Grant, $1,298 in
Subsidized Stafford Loan, and $719 in Unsubsidized Stafford Loan funds for the payment
period.

This student is also cited in Finding 2.

Student #17: In the 2011/2012 academic year, the student’s financial aid file and account

ledger show the student began attendance on 10/12/11. The student withdrew on 01/05/12 for

personal reasons. LHAA performed a Return calculation and used 164 total hours attended in

Step 2, rather than the 184 total hours scheduled to complete as of the date of withdrawal. The

student received $1,933 in Federal Pell Grant, $622 in Subsidized Stafford Loan, and $2,478 in
Unsubsidized Stafford Loan funds for the payment period.

This student is also cited in Finding 3.

Student #19:  In the 2011/2012 academic year, the student’s financial aid file and account
ledger show the student began attendance on 09/13/11. The student withdrew on 12/05/11 due to
family commitments. LHAA performed a Return calculation-and used 112 total hours attended
in Step 2, rather than the 132 total hours scheduled to complete as of the date of withdrawal. The-
student received $903 in Federal Pell Grant, $1,258 in Subsidized Stafford Loan, and $2,156 in
Unsubsidized Stafford Loan funds for the payment period.

Student #28: In the 2011/2012 academic year, the student’s financial aid file and account
ledger show the student began attendance on 10/12/11. The student was dismissed on 12/06/11.
for an undocumented reason. LHAA performed a Return calculation and used 112 total hours
attended in Step 2, rather than the 140 total hours scheduled to complete as of the date of
withdrawal. Tn addition, LHAA incorrectly used $7,001, the amount of Title I'V funds disbursed
in Step E, as the institutional charges for the period in Step 5. The student received $2,590 in
Federal Pell Grant, $1,625 in Subsidized Stafford Loan, and $2,786 in Unsubsuhzed Stafford
Loan funds for the payment period.

Student #29:  In the 2011/2012 academic year, the student’s financial aid file and account

ledger show the student began attendance on 04/26/11. The student withdrew during the second
payment period on 01/05/12 due to a personal issue. LHAA performed a Return calculation and
used 40 total hours attended in Step 2, rather than the 52 total hours scheduled to complete as of
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the date of withdrawal. In addition, LHAA incorrectly used $5,221, the amount of Title [V funds
disbursed in Step E, as the institutional charges for the period in Step 5. The student received
$1,806 in Federal Pell Grant, $1,258 in Subsidized Stafford Loan, and $2,157 in Unsubsidized
Stafford Loan funds for the payment period.

Required Action:  LHAA must review the files of all students who withdrew during the
2009-2010, 2010-2011, and 2011-2012 award years, in order to determine if the Return
calculations performed for the students were accurate and resulted in the correct returns to the

students and the Title IV, HEA programs. LHAA must compile the results of its file review in
an Excel spreadsheet, as indicated below.

‘Award Year;

Student’s Name

Last Four Digits of Student’s Social Security Number (SSN)
Last Date of Attendance;

Date of Determination;

Title, HEA Program; and,

Additional Amount Due, if any

N AN -

:Last’ Date of

;| Student Name .. L [Tte Ve

B M L
[2010/1: (NGNS | 05/11/11 | 05/13/11 | pell _

In addition, LHAA must provide hard copies of both the original and updated Return
calculations performed for each student, the student account ledger, and transcripts.
Furthermore, LHAA must review and revise, if necessary, its procedures to ensure that all future
Return calculations are properly calculated. A copy of the revised procedures must accompany
this program review report.

Instructions for repayment of any liabilities will be provided in the FPRD letter. The institution
must not repay any funds owed to the Department until the FPRD is issued.

Finding 2. Student Late Credit Balance Deﬁeieneies

Citation: Federal regulations state that whenever an institution disburses Title IV, HEA
program funds by crediting a student’s account, and the total amount of all Title IV, HEA
program funds credited exceeds the amount of tuition and fees, room and board, and other
authorized charges the institution assessed the student, the institution must pay the resultmg
credit balance directly to the student or parent as soon as possible but-
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1. No later than 14 days after the balance occurred if the credit balance occurred after the first
day of class of a payment period; or :

2. No later than 14 days after the first day of class of a payment period if the credit balance
occurred on or before the first day of that payment period.

If an institution obtains written authorization from a student or parent, as applicable, the
institution may hold on behalf of the student or parent any Title IV, HEA program funds that
would otherwise be paid directly to the student or parent under 34 C. F.R. § 668.-164(e) and

668.165(b)(1)(ii).

Noncompliance: LHAA did not comply with the 14 days credit balance Federal regulation for
six of 30 files reviewed for the 2010-2011 and 2011-2012 award years. In one instance, LHAA
failed to pay a credit balance. :

Student #8: The financial aid file and account card indicate the student had a $912 credit
balance as of 03/02/11. LHAA did not have an authorization in the student’s file to hold the
credit balance. According to the student’s account statement, the credit balance was paid on
05/12/11, 27 days late.

Student #10: - The financial aid file and account card indicate the student had a $527 credit
balance as of 07/25/11. LHAA did not have an authorization in the student’s file to hold the
credit balance. According to the student’s account statement, the credit balance was paid on
08/18/11, 24 days late.

This student is also cited in Finding 1-

Student #11: The student’s financial aid file and account ledger show a'$218.04 credit balance
as of 06/17/11. LHAA did not have an authorization in the student’s file to hold the credit
balance. According to the student’s account statement, the credit balance was paid on 07/05/11,
four days late. : :

This student is also cited in Finding 1.

Student #14: The financial aid file and account card indicate the student had a $1,887 credit
balance as of 05/26/11. LHAA did not have an authorization in the student’s file to hold the’
credit balance. According to the student’s account statement, the credlt balance was pald on
09/21/11, 104 days late.

Student #24: The financial aid file and account card indicate the student had a $2,130.94 credit
balance as of 09/09/11. LHAA did not have an authorization in the student’s file to hold the
credit balance. According to the student’s account statement, the credit balance was paid on
03/01/12, 159 days late.
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Student #26: The financial aid file and account card indicate the student had a $5,929 credit
balance as of 09/09/11. LHAA did not have an authorization in the student’s file to hold the

credit balance. According to the student’s account statement, the credit balance has not been
paid as of the date of the program review. LHAA must pay the credit balance immediately or
provide documentation to prove the institution is authorized to hold the credit balance refund.

Requlred Action: LHAA must pay the credit balance due to Student #26 cited above. In
addition, LHAA must review the files of all unpaid Title IV, HEA student credit balances for the
2009/2010, 2010/2011, and 2011/2012 award years to determine the extent of all unauthorized '
credit balances existing on the student account statements. LHAA must compile the' results of its
file review in an Excel spreadsheet as indicated below.

Award Year;

Student’s Name;

Last Four Digits of Social Security Number (SSN);
Copy of Student’s Credit Balance Authorization;
Date of Credit Balance; °

Amount of Credit Balance,

By Title IV, HEA Program;

Date Credit Balance Returned to Student; and
Copy of complete Student Account Statement.

A e A AT ot b

- |'Copyiof
it,’|. Complete - -
- Student

_ R i ne
<Balance : ‘Program | to student.

“Siaterhert -

2010/11 - ) 06/17/11 $218.04 07/05/11

LHAA must also promptly disburse credit balance funds owed to students for whom the proper
authorization for budgetary assistance was not obtained and provide appropriate documentation
(front and back of canceled check) along with a complete student account statement for each
student. Furthermore, LHAA must revise its current credit balance policy to comply with
Federal regulations. A copy of the revised policy must be submitted with the response to this
finding.

Finding 3. Federal Pell Grant Overpayment

Citation:  Federal regulations state that the amount of a student’s Federal Pell Grant for an
academic year is based upon the payment and disbursement schedules published by the Secretary
for each award year. A program using clock hours is calculated by determining the student’s
scheduled Federal Pell Grant using the payment schedule and multiplying the amount by the
clock hours in the payment period and dividing the results by the clock hours in the program’s
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academic year. A single disbursement may not exceed 50 percent of any award determined by
this calculation. However, if a payment for a payment period calculated would require the
disbursement of more than 50 percent of a student’s annual award in that payment period, the
institution shall make at least two disbursements to the student in that payment period. 34 C.F.R.
§ 690.62(a) and 690.63 (e) and (f)

Noncompliance: In one e of 22 Federal Pell Grant recipients reviewed for the 2010/2011 and
2011/2012 award years, LHAA made an overpayment.

Student #17: The financial aid file and account ledger indicate the student enrolled in the 840
clock hours Personal Fitness program on 10/12/11. Based on the student’s expected family
contribution (EFC) number of 1485 and cost of attendance of $20,989, the 2011/2012 Federal
Pell Grant payment schedule shows the student was eligible to receive $1,913 for the first
payment period. LHAA incorrectly calculated and disbursed $1,933 to the student’s account for
the payment period. During the program review, LHAA made a downward adjustment to the
student’s account and returned the $20 overpayment to the Federal Pell Grant program.
Therefore, no further action is required. -

This student is also cited in Finding 1.

Required Action: LHAA is reminded that Federal Pell Grant awards for a clock hour
program should be calculated according to the student’s contracted hours, cost of attendance,
EFC, and the Federal Pell Grant payment schedule for the payment period or period of
enroliment. This appears to be an isolated case and no further action is required.

Finding 4. Untimely Reconciliation of Title [V Funds

Citation: Federal regulations require an institution to establish and maintain on a current basis
financial records that reflect each Title IV program transaction, and general ledger control
accounts and related subsidiary accounts that identify each Title IV program transaction and
separate those transactions from all other institutional financial activity. An institution shall
account for the receipt and expenditure of Title IV program funds in accordance with generally
accepted accounting principles and reconcile its oversight of Title IV funds on at least a monthly
basis. 34 C.F.R. § 668.24(a) and (b), 34 C.F.R. § 674.19(d)(1), 34 C.F.R. § 675.19(b)(2)(iv), 34
C.F.R §676.19(b)(2), 34 CFR §682.610(a), 34 C.F.R. § 690.81(a); The Blue Book, October
2005, Chapter. 12

Noncompliance: LHAA failed to reconcile Title IV, HEA programs receipts and expenditures
on a-monthly basis. During an interview with the Chief Executive Officer (CEO) and Financial
Aid Director during the on-site portion of the program review, the team was advised that
monthly reconciliations of Federal Pell Grant and Federal Direct Loan receipts and expenditures
are not performed. The CEQ informed the team that he reconciles the receipts of Title IV funds
from the third party servicer, The Boston Educational Network, approximately monthly.
However, he does not reconcile the receipts and expenditures with the student account ledger,
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Common Origination & Disbursement System (COD), Grants Management System (G5), and the
institution’s Federal Bank Account. The CEO further stated the servicer performs
reconciliations of COD and G5 no quarterly.

Required Action: LHAA must develop and implement procedures to ensure that, effective
immediately, all Title IV program accounts are reconciled on a monthly basis, in accordance
with Federal regulations. The revised procedures must accompany LHAA’s response to this
program review report.

Finding 5. Incomplete Leave of Absence Policy

Citation: Federal regulations state that an institution does not have to treat a leave of absence
(LOA) as a withdrawal if it is an approved LOA. A LOA is considered an approved LOA if:

1. The institution has a formal policy regarding LOA;
2. The student followed the institution’s policy in requesting the LOA;

3. The institution determines that there is a reasonable expectation the student will return to the
school; - ' :

The institution approved the student’s request in accordance with the institution’s policy;
5. The LOA does not involve additional charges by the institution;

The number of days in the approved LOA, when added to the number of days in all other
approved LOA, does not exceed 180 days in any 12-month period;

7. Except for a clock hour or non-term credit hour program, upon the student’s return from the
LOA, the student is perrmtted to complete the coursework he or she began prior to the leave
of absence; and .

8. Ifthe student is a Title [V, HEA program loan recipient, the institution explains to the
student, prior to granting the LOA, the effects the student’s failure to return from an LOA
- may have on the student’s loan repayment terms, including the exhaustion of the student’s
grace period. :

If a student does not resume attendance at the institution at or before the end of an LOA that
meets the requirements of this section, the institution must treat the student as a withdrawal.  The
number of days in an LOA is counted beginning with the first day of the student s 1n1t1al LOA in
a 12-month period. .

In order for a student to qualify as an approved LLOA, an institution must, among other factors,
have a formal written policy regarding leaves of absence requiring that all requests for leaves of
absence be submitted in writing and include the reason for the student’s request. The
regulations provide that an institution must determine, before it grants an LOA, that there is a
reasonable expectation that the student will return from the leave. In order for the institution to
make such a determination, and in order for it to ensure that the student meets the criteria in the
institution’s LOA policy, the institution must know the student’s reason for requesting the leave.
Therefore; an institution’s LOA policy must specify the date of return and the reason for a
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“student’s leave requesi must be included on a student’s application for an LOA. 34 C.F.R. §
668.22(d) and 2010/11 F ederal Student Aid Handbook, Volume 5, Chapter 2

Noncompliance: LHAA’s policy for granting LOA’s does not conform to Federal regulations.
As published in its 2011/2012 Catalog, Page 13, LHAA’s LOA policy does not include the
requirement that students must provide a date and reason for the LOA so LHAA can determine
whether or not there is a reasonable expectation the student will return. The published policy
only states that “a student requests an LOA by submitting a written request to the Director of
Education (DE). An LOA is granted, on a case by case basis, when a student is not able to attend
classes due to illness, personal emergency, or other extraordinary circumstances but doesn’t wish
to withdraw from the program. A student returning from an LOA is required to contact the DE
to determine course make up and schedule. Time spent on an approved LOA is not counted
against the maximum time allotted.”

Currently, LHAA processes an LOA on a Withdrawal/Dismissal Form maintained in the DE’
Office. The form is primarily used to record the student’s enrollment status. Upon completion
of the form by the DE, the form is forwarded to the CEO office to perform a Return of Title IV
Funds cafculation. For example, the financial aid file of Student #10 includes the standard
“Withdrawal/Dismissal Form” language. On the form, the title has been altered to read LOA.
The form is signed and dated by the DE but does not include a place for the student’s signature
and date. :

Required Action: In response to this report, LHAA must revise its institutional LOA policy to
conform with Federal regulations in all respects, including the requirement that a student provide
a return date and explanation on the LOA application so that the institution can determine if there
is a reasonable expectation that the student will return from the LOA. LHAA must also make
arrangements to have the updated policy disseminated to currently enrolled students, A copy-of
the revised LOA policy, as well as a discussion of how the new policy was disseminated, must
be included with LHAA’s response to this program review report. '

Flndlng 6. Satisfactory Academic Progress (SAP) Policy Not Adequately Developed or
Monitored

Citation: An institution must establish a reasenable SAP policy for determining whether an
otherwise eligible student is making satisfactory academic progress in his or her educational
program and may receive assistance under the Title IV, HEA programs. An institution’s SAP
policy must be the same or stricter than the satisfactory academic progress standards applied to a
student who is not receiving Title IV, HEA program aid. The SAP policy must have both a
qualitative component, such as grades, that are measureable against a norm and a quantitative
component that consists of a maximum ‘timeframe in which the student must complete the -
educational program, Furthermore, the SAP policy must provide that, at the time of each
evaluation, a student who has not achieved the required grade point average, or who is not
successfully completing his or her educational program at the required pace, is no longer eligible
to receive assistance under the Title IV, HEA programs.
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An institution may also include a financial aid warning and financial probation in its SAP policy.
A student on financial aid warning may continue to receive assistance under the Title IV, HEA
programs for one payment period despite a determination that the student is not making SAP.

. Financial aid warning status may be assigned without an appeal or other action by the student. A
student on financial aid probation may also receive Title IV, HEA program funds for one
payment period if approved through an appeal process. While a student is on financial aid
probation, the institution may require the student to fulfill specific terms and conditions such as
taking a reduced course load or enrolling in specific courses. At the end of one payment period
on financial aid probation, the student must meet the institution’s SAP standards or meet the
requirements of the academic plan developed by the institution and the student to qualify for
further Title IV, HEA program funds.

If an institution permits a student to appeal a determination by the institution that he or she is not
making SAP, the policy must describe how the student may reestablishhis or her eligibility to
receive assistance under the Title IV, HEA programs. The appeal is a process by which a student
who is not meeting the institution’s SAP standards petitions the institution for reconsideration of
student’s eligibility for Title IV, HEA program assistance. 34 C.F.R. § 668.34(a)(8)(i)(ii)

Noncompliance: Federal regulation states that'a student who is not successfully completing his
or her educational program at the required pace is no longer eligible to receive assistance under

. the Title IV, HEA programs. The policy must have both a qualitative component, such as

- grades, that are measureable against a norm and a quantitative component that consists of a
maximum timeframe in which the student must complete his or her educational program. During
the on-site review, the team was advised that students who withdraw from the program will
receive the grade of zero for each class interrupted by the withdrawal. Consequently, zero
grades will convert to F grades and will-not be included in the student’s qualitative and

" quantitative progress. For example, Student #29 withdrew from Anatomy & Physiology 2 and
Fundamentals of Massage 2 on 01/05/12. The student received-an F grade and zero percent in
each class. The grade and percent were not inctuded in the student’s SAP evaluation creating an
inaccurate cumulative grade point average and measurement of maximum timeframe in Wthh
the student wnll complete the program.

Required Action: Federal regulations require an institution to apply its SAP standards
consistently to all students within categories of students. The institution must determine, prior to

“disbursing Title IV funds, if a student is meeting the satisfactory progress standards. In response
to this finding, LHAA must revise its SAP policy to comply with the regulations. In addition,
LHAA must retroactively apply the revised SAP policy to all students for the 2009/10, 2010/11,
and 2011/12 award years to determine which students were ineligible, if any, to receive Title IV,
HEA program funds as a result of their failure to meet SAP standards. LHAA will be held liable
for any improper awards disbursed to any ineligible student. For each student for whom the SAP
policy was not previously applied, LHAA must submit a report in'the following format:
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1 Award Year;
2 Student’s Name;
3 Last Four Digits of Social Security Number (SSN)
4 Number of Clock Hours in Program;
5  Qualitative Determination at Each Measured Increment;
6  Quantitative Hours Completed at Each Measured Increment;
-7 Result of Correct Policy Application;
. 8 Date of Any Incorrectly Disbursed Funds;
9  Amount; and
10 Title IV, HEA Program
. Quantitative
Last Qualitative Hours. Result of
Four Number of | Determination | Completed Correct Date of Any
N Digits | Clock at Each at Each Policy Incorrectly Title IV,
Award | Student's ] of Hoursin’ Measured Measured Applicatio | Disbursed HEA
Year - | Name SSN Program .Increment Increment . | n. Funds Amount | Program

2011/
12

For each student identified in the file review, LHAA must submit documentation showing both
the qualitative and quantitative determination, including any relevant attendance records for each
measured increment.

A copy of the revised SAP policy must accompany LHAA’s response to this program review
report. ‘ '

Finding 7. Failure to Develop and Implement a Drug and Alcohol Abusé Prevention Program

Citation: The Drug-Free Schools and Communities Act and the Department’s regulations -
requires each participating institutions of higher education (THE) to certify that it has developed
and implemented a drug and alcohol abuse ‘education and prevention program. The program
must be designed to prevent the unlawful possession, use, and distribution of drugs and alcohol
on campus and at recognized events and actlvmes '

On an annual basis, each THE must provide the following information in writing to each student
(enrolled for any type of academic credit except for continuing education units) and each
employee: :

1) the institution’s standards of conduct prohibiting the possession, use, and distribution of
alcohol and other drugs (AOD);

2) possible sanctions for violations of Federal, state, and local drug and alcohol and laws as well
as sanctions for violation-of institutional policies;
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3) health risks associated with the use of AOD;

4) information on counseling, rehabilitation, and treatment programs; and,

5) a clear statement that the [HE will impose sanctions on students and employees who violate
alcohol and other drug laws, ordinances, and/or institutional policies.

In addition, each IHE must conduct a biennial review to determine the effectiveness of its AOD
program and to ensure consistent enforcement of applicable laws, ordinances, and institutional
policies for violators. The biennial review materials must be maintained by the IHE and made
available to the Department upon request. 34 C.F.R. § 86.100

Noncompliance: LHAA has failed to develop and implement a Drug and Alcohol Abuse
Prevention Program that is in keeping with Federal regulations. A review of LHAA’s consumer
information, student handbooks, and other pertinent publications disclosed no indication that a

~ Drug and Alcohol Abuse Prevention Program is or has ever been in place for LHAA students.

Required Action: LHAA is required to take all necessary corrective actions to rectify this

. violation and all others identified in this program review report. In response to this report,

'LHAA must develop and implement a Drug and Alcohol Abuse Prevention Program that

conforms with Federal regulations and guidance.- LHAA’s response must include:

e Develop and implement a substantive drug.and alcohol abuse prevention program. The
program materials must include all of the required elements set forth in the Drug-Free School
Act;

e Develop procedures for ensuring that the required materials are distributed to every enrolled
student who'is matriculating toward a credential and every employee of LHAA; and

¢ Conduct a biennial review to measure the effectiveness of its AOD education and prevention
programs. LHAA must describe the methods and data analysis tools that will be used to
determine the effectiveness of the program as well as the responsible official or office that

 will conduct the review. Drug-Free Schools Act went into effect in 1990; longstanding -

practice dictates that the biennial review is normally conducted in even-numbered years.
Based on LHAA’s failure to develop and implement programs and to measure the
effectiveness of the programs, LHAA must conduct a new review. The new biennial review
must be completed by April 30, 2014.

Finding 8. Net Price Calculator not Available/Published

Citation: The Higher Education Act of 1965 (HEA), as amended by the Higher Education
opportunity Act of 2008 (HEOA), includes many disclosure and reporting requirements. A
disclosure requirement is information that a postsecondary education institution is required to
distribute or make available to another party, such as students or employees. Additionally, the
Code of Federal Regulations outlines required consumer disclosures in multiple areas, including
34 C.FR. § 668 and others. :
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In accordance with the Higher Education Opportunity Act of 2008 (HEOA), by October 29,
2011, each postsecondary institution that participates in Title 1V federal student aid programs
must post a net price calculator on its website that uses institutional data to provide estimated net
price information to current and prospective students and their families based on a student’s
individual circumstances. This calculator should allow students to calculate an estimated net
price-of attendance at an institution (defined as cost (price) of attendance minus grant and
scholarship aid) based on what similar students paid in a previous year. The net price calculator
is required for all Title IV institutions that enroll full-time, first-time degree- or certificate-
seeking undergraduate students. HEA, Section 132; GEN 08-12, pages 33ff

Institutions may meet this requirement by using the U.S. Department of Education’s Net Price
Calculator template or by developing their own customized calculator that includes, at a
minimum, the same elements as the Department’s tcmplate 2010/11 and 2011/12 Federal
Student Aid Handbook, Volume 2, Chap!er 6

Noncompliance: LHAA was under the assumption that clock hour programs were considered
part-time in relation to the Net Price Calculator requirement. Therefore, LHAA has not made a
Net Price Calculator available to current and prospective students and their families.

Required Action: LHAA must immediately post a Net Price Calculator on its website to be
made available to current and prospective students and their families. Additionally, policies and
procedures must be in place to keep the Net Price Calculator data current. A copy of the policy
and procedures, as well as a discussion of how the Net Price Calculator information will be
disseminated, must be included with LHAA’s response to this program review report.

D. Recommendations

Currently, LHAA identifies all credit balances on a student’s account as a Pell or direct Loan
over-award.

An over-award occurs when a student’s aid package exceeds his or her need. While an
institution must always take care not to over-award a student when packaging his or her aid,
circumstances may change after the institution has packaged the student’s aid that result in an
over-award. For instance, the student may receive a scholarship or grant from an outsid¢ -
organization. If the additional aid creates.an over-award, the institution may be required to
adjust the Federal Student Aid (FSA) in the student’s package in order to eliminate the over-
award. Federal regulations state that an over-award occurs whenever: -

1. An institution awards aid either to a student who is ineligible for a specific program or to a
student who is ineligible for any FSA program assistance;

2. A student’s award in an individual program exceeds the regulatory maximum, e.g., the -
annual or aggregate loan limits, the annual limit on Federal Supplementary Educational
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Opportunity Grant (FSEOG) awards or a Federal Pell Grant award based on the wrong
-payment schedule/enrollment status; :

3. A student’s aid package exceeds his or her need (including when the student’s Expected
Family Contribution (EFC) is revised upward after initial packaging);
4. A student’s award exceeds his or her Cost of Attendance; and

A student is receiving a Pell Grant or Iraq and Afghanistan Service Grant at multipie
schools for the same period.

A Credit Balance occurs whenever an institution disburses Title IV, HEA program funds by
crediting a student’s account and the total amount of all Title IV, HEA program funds credited
exceeds the amount of tuition and fees, room and board, and other authorized charges the
institution assessed the student.

In order to identify a Title IV, HEA program credit balance on a student’slaccount, itis
recommended that LHAA discontinue using the term over-award to describe a credit balance.



Lexington Healing Arts Academy
OPE ID 04123500

PRCN 201220727835

Page 17

E. Appendices:
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Re: PRCN: 201220727835
Institutional Response
Finding 1: Return of Title IV Calculation Errors

in the Program Review Report LHAA was found to be in noncompliance for using the total number hours
attended in the payment period in Step 2 of the calculation, rather than the total hours scheduled to
complete in the payment period. In a review of al{ of the withdrawn students since the 09/10 award
year LHAA found that we had in fact used the total hours scheduled for all students in calculating the
R2T4 but had not understood the date to be used for the withdrawal date in step 2 and, in miost cases,

" used the date of schools determination that student withdrew fer that field on the R2T4. In ourinternal
forms and documents withdrawal date meant the “date of determination that a student withdrew”. In
our forms and documents we used the term of “date of last attendance” which corresponds to the

. “"withdrawal date” used in step 2 of the R2T4. In all R2T4 calculations we always used the “date of last

attendance” or “withdrawal date” as used on the R2T4, which therefore did not change any of the
calculations. In our updated return calculations we have inserted the proper withdrawal date.

It was also found that LHAA failed to calculate the R2T4 accurately by using the total aid dishursed for
the payment period in Box E of the calculation as the amount of institutional charges in Step 5 for the
payment period or used an undocumented amount for institutional charges. Upon further research
within the research department of DOE it was determined that we have correctly calculated institutional
charges in Step 5 and that has been shared with the program review team, We have updated our
calculations for all of those that were undocumented. :

Find enclosed the spreadsheet outlining the results of our file review, the original and updated return
calculations, copies of the student account ledgers and transcripts, and a copy of revised procedures for
the return of title IV,

Listed below is the specific response for the students listed In Finding #1:

Student #9: On the original R2¢4 the date of determination, 7/25/11, was used as the withdrawal date,
The withdrawal date was actually was 5/3/11. The gap between determination date and withdraw date
is the student went on LOA due to an approved military commitments. When the student came back
from her military leave she decided to withdraw. In the original R2T4 the hours scheduled to complete
was based on the withdrawal date of 5/3/11. The original hours used for “hours scheduled to complete”
was based off of the withdraw date so the original calculation was correct. With regards to the finding
that the incorrect institutional charges were used in the calculation of Step 5 the Institutional charges to
be used has been corrected and step 5 recalculated. The recalculation did not change any aid owed or
disbursement amounts due.

272 Southland Drive Lexington, KY 40503
{phone) 859-252-5656 - {fax) 859-288-0087 - wwwilexingtonhealingarts.com - Info@lexingtonhealingarts.com
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Student # 11: On the original R2t4 the withdrawal date, 5/11/11, was used as the date of the schools

. determination that student withdrew. The date of the schools determination that the student withdrew
was 5/24/11. In the original R2T4 the hours scheduled to complete was based on the withdrawal date
of 5/11/11 . The original hours used for “hours scheduled to complete” was based off of the withdraw
date so the original calculation was correct.

Student #17:. On the original R2t4 the date of determination, 1/5/12, was used as the withdrawal date.
The withdrawal date was actually was 12/14/11. In the original R2T4 the hours scheduled to complete
was based on the withdrawal date of 12/14/11. The original hours used for “hours scheduled to
complete” was based off of the withdraw date so the orlginal calculation was correct.

Student #19: On the original R2t4 the date of determlination, 12/5/11, was used as the withdrawal date.
The withdrawal date was actually was 11/15/11. In the original R2T4 the hours scheduled to complete
was based on the withdrawal date of 11/15/11. The original hours used for “hours scheduled to
complete” was based off of the withdraw date so the original calculation was correct.

Student #28: On the original R2t4 the date of determination, 12/6/11, was used as the withdrawal date.
The withdrawal date was actually was 11/18/11. In the original R2T4 the hours scheduled to complete
was based on the withdrawal date of 11/18/11. The original hours used for “hours scheduled to
complete” was based off of the withdraw date so the original calculation was correct. With regards to
the finding that the incorrect institutional charges were used in the calculation of Step 5 it has been
determined, communicated, and agreed by the review team that Institutional charges for the R2T4
calculations are the greater of prorated charges or Title IV aid retained by the institution, In both cases,
the Title IV aid retained was the greater value. Therefore, the original calculation used In Step 5 was
correct.

Student #29: On the original R2t4 the date of determination, 1/5/12, was used as the withdrawal date.
The withdrawal date was actually was 1/3/12. In the original R2T4 the hours scheduled to complete was
based on the withdrawal date of 1/3/12. The original hours used for “hours scheduled to complete” was
based off of the withdraw.date so the original calculation was correct. With regards to the finding that
the incorrect institutional charges were used In the calculation of Step 5 it has been determined,
communicated and agreed by the review team that Institutional charges for the R2T4 caiculations are
the greater of prorated charges or Title IV aid retained by the institution. In both cases, the Title IV aid
retained was the greater value. Therefore, the original calculation used in Step 5 was correct.

Finding # 2: Student Late Credit Balance Deficiencies

In the program review report LHAA was found not to comply with the 14 days credit balance Federal
regulation for 6 of the 30 files reviewed. In one instance, student #26, LHAA failed to pay the credit
‘balance. Student # 26 was paid their credit balance on 3/1/12, check number 13119, A copy of the
front and back of the cleared check Is enclosed.. The other students, students 8, 10, 11, 14 & 24, as
noted have been paid their credit balance.

272 Southland Drive Lexington, KY 40503
{(phone) 859-252-5656 - (fax) 859-288-0087 - www lexingtonhealingarts.com « info@lexingtonhealingarts.com
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LHAA has developed a new set of procedures and report to ensure that when a student has a credit .
balance they will be paid within 14 days as mandated by federal regulations. LHAA has created the
Projected Student Credit Balances Report which lists all students, by award year, who are expected to
have a credit balance sometime during their enrollment. The report is created by the financial aid
department at the time of class enroliment. After a student has been awarded and enrolied in school
those students who are projected to receive funds in excess of tuition and fees are added to the report.
The report tracks if LHAA obtained written authorization from a student or parent to withhold funds on
behaif of the student, ciass start date, estimated 2™ payment period start date, the date a student is
estimated to have completed 80% of their scheduled classes, and the estimated credit balance. The
report also tracks the payment date, check # and the amount of the check. This report will be reviewed
twice a month by the Executive DIrECtOI' and Executive Assistant to identify any disbursements that need
to be made.

We recognize that our old process had deficlencies in tracking student credit balances but we believe
this new set of procedures and report will address this finding and we do not expect to be late in
disbursing student credit balances as we move forward. Find attached a copy of the spreadsheet of
Student Unpaid Credit Balances for the 09/10, 10/11, and 11/12 award years, coples of those students
account statement and copies of the front and back of checks for these students{if they have cleared).
Also enclosed is the Projected Student Credit Balances Report, a set of our procedures for managing
student credit balances and proposed new LHAA policy for the disbursement of Title IV funds.

Finding # 3. Federal Pell Grant Overpayment
No further action Is required,
Finding #4: Untimely Reconciliation of Title IV Funds -

In the program review report it was found that LHAA falls to reconcile Title IV program recelpts and
expenditures on a monthly basis. Historically, LHAA has performed reconciliation between
receipt/expenditures as funds were drawn down or transferred back to DOE. We normally have two

- disbursements per program and we start 7 programs annually so at a minimum LHAA has performed 14
event based reconciliations per year. Disbursement reports from LHAA's third party servicer, Boston
Educational Network {BEN), would be matched against the amount transferred into LHAA Federal Funds
account. From the disbursement report student’s funds would be credited to student accounts into the
schools administrative software, STARS. Upon posting credits to a student’s account the LHAA Executive
Assistant prints out the cash receipts edit listing report and reconciles it against the disbursement
report. On a more ad hoc basis the Executive Director and Executive Assistant would review student
ledgers, disbursement reports and the Federal Funds bank statement and make sure all disbursed and
transferred funds were reconciled and applied correctly.- '

To compiy with Federal regulations LHAA has developed a reconciliation process that will not only take
place as Title IV recelpts and expenditures are applied but will also happen on a monthly basis as well.
As Title IV funds are disbursed to the LHAA Federal Funds account, transferred in to our operating
account, and credited to student accounts we will continue to reconcile the disbursement report from

272 Southland Drive Lexington, KY 40503
(phane) 859-252-5656 + (fax) 859-288-0087 + www.lexingtonhealingarts.com - info@lexingtonhealingarts.com
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BEN to our Cash Receipts Edit Listing Report. Beginning 5/12, on a monthly basis, we have begun to
reconcile the Distribution report(s) from BEN during any given month to the Student Ledger Report from
STARS and our Federal Funds Bank Statement from our Bank. This will give us a second level of
reconciliation on a monthly basis. A copy of LHAA’s Procedures for Reconciliation of Title IV Funds is
attached as well as a copy of the May 2012 Student Ledger Report from STARS, a copy of a May 2012
disbursement report{s} from BEN and a copy of the May 2012 Cash Receipts Edit Listing report from
STARS, ' .

Finding 5: Incomplete Leave of Absence Policy

“In the program review report LHAA was asked to respond by revising its institutional LOA policy to
conform with Federal regulations including the requirement that a student provide a return date and
explanation on the LOA application to determine if there is a reasonabie expectation that the student
will return from the LOA. '

In response to the findings LHAA rewrote the LOA policy to include instructions for acquiring a LOA form
including space for specific explanation for requesting LOA with start and end dates. LHAA brought the
10A policy up to date with Federal requirements including a statement regarding the number of days in
an approved LOA. To the LOA form, LHAA added an expanded area to.explain the reason for LOA, an
area to put in start and end dates for the LOA, and a statement regarding the possible effects on loan
repayment if a student withdraws before coming back from LOA. The student will be required to Initial
the possible effects to loan repayment statement after having read it.

Find enclosed the updated LHAA LOA policy and update LOA application form. The new LOA poiicy will
be placed in the mailbox of all enrolled students upon the conclusion of the DOE Program Review.

Finding 6: Satisfactory Academic Progress {SAP) Policy Not Adequately Developed or Monitored

In the program review report LHAA was asked to respond by revising SAP policy to comply with the
regulations. In addition, LHAA must retroactively apply the revised SAP policy to all withdrawn students
for the 20059/2010, 2010/2011, and 2011/2012 award years to determine which students were
ineligible, if any, to receive Title IV, HEA program funds as a result of their failure to meet SAP standards.
The updates to the student’s transcripts include changing interrupted class grades, due to withdrawal,
from “0” to a “W” The withdraw grades are not computed into the cumulative GPA. A distinction
between completed and attempted hours was made to determine measurement of maximum
timeframe in which the student completes the program. These changes determine the student’s
qualitative and quantitative progress. The policy has been updated with the addition of attempted
added to Maximum Time Allotted for Completion, W=Withdrawal to Academic Progress Evaluations as
well as Withdrawn students will receive a "W” for all course grades and those grades will not be
calculated into the GPA. Hours attempted are counted as part of the maximum time allowed to .
complete the program. The above two sentences were also added to the section Withdrawal from

272 Southland Drive Lexington, KY 40503
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Program. The changes to the policy appear in italics. .Refer to the updated policy packet for the
students to view the changes.

After updating and reviewing the transcripts for the past three award years, LHAA has found no
evidence of inappropriate award. It should be pointed out that [ SHENSESE. 25 in school prior to
the July 2011 regulation concerning midpoint SAP. Her class had 3 terms and an SAP was reported at
the end of each term, not at the midpoint. ([BESHEN qualitative and quantitative measurement on
the spreadsheet is at 280 hours with a 93.8% A, GPA. '

Find enclosed the spreadsheet outlining the results of our file review for the withdrawn students, the
updated transcripts from the past three award years. There is a separate spreadsheet for the 30 sample
students selected for file review showing qualitative and quantitative determination, The midpoint SAP
for each student accompanies the spreadsheet. Those students who withdrew are not included on the
“30 sample students” spreadsheet. They are on the Student Withdrawals 2009-20012.

The updated SAP policy is ready to be distributed to all enrolled students at the conclusion of the
Department of Education Program Review and is Included with this material. It will be placed in each
student’s mailibox, :

Finding # 7: Failure to Develop and Impl'ernent a Drug and Alcohol Abuse Prevention Program

In the program review report it was found that LHAA had failed to develop and implement a Drug and '
Alcohol Abuse Prevention Program that is in keeping with Federal Regulations. To address this finding
we have taken the following action. We have reviewed our existing Drug and Alcohol Abuse Prevention
policies and added a section that details more fully the state and federal consequences for Drug and
Alcohol violations. In addition to posting these policies on the schools website under the consumer
information heading we will merge these policies into our student handbook. The student handbook Is
given to each student on the first day of class so each student will be receiving a hard copy of the
policies. In addition, we will continue to post this information on our website under the consumer
information report as well as have a copy of the policy in our student lounge. A student can also get a
copy of the policy from any administrative staff member, For employees this policy has been merged
into the employee handbook which is distributed upon hiring. Updated policy revisions will be
distributed to employees at their annual performance review. An employee can also get a copy of the
policy from any administrative staff member,

it was-also found that LHAA has failed to conduct a biennial review to measure the effectiveness of its
AOD education and prevention programs. To address this finding the Executive Director (ED), Director
of Education (DE), and Administrative Assistant (AA) held their first Alcohot and Drug Prevention Policy -
meeting on June 14, 2012 to discuss our existing policy, how it is distributed, develop a report to
measure the effectiveness of our program and to look back through January 2011 to compile incidents
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involving Alcohol and Drug abuse. From that meeting we have developed a revised policy, a report to
track alcohol and drug related incidents at the school, a multifaceted distribution plan of the policy to
students and employees, and established a future date for our next meeting. The next meeting date is
set for 4/1/14. A copy of the report, the revised policy, and meeting minutes are included in this report.
The Drug & Alcohol Incidents report will track the number of D&A incidents recorded, the number of
incidents of vandalism due to D&A, the number of treatment referrals, the number of disciplinary
actions, the number of students/employees attending counseling/self-help and track the
students/employee perceptions of D&A on Campus.

Finding 8: Net Price Calculator not Available/Published
in reviewing this finding with the Net Price Calculator Support team and the program review team it was

determined that because our school does not have any full time first time students enrolied LHAA s not
required to install a Net Price Calculator on our website.
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