February 3, 2015

Dr. Gladys Ato, President

National Hispanic University Certified Mail
14271 Story Road Return Receipt Requested
San Jose, CA 95127-3823 #: 70070710000106755226

RE: Final Program Review Determination
National Hispanic University
OPE ID: 02518400
PRCN: 201410928479

Dear Dr. Ato:

The U.S. Department of Education’s (Department’s) San Francisco/Seattle School Participation
Division issued a program review report on March 4, 2014 covering National Hispanic
University’s (NHU’s) administration of programs authorized by Title IV of the Higher Education
Act of 1965, as amended, 20 U.S.C. §§ 1070 et seq. (Title IV, HEA programs), for the 2012-
2013 and 2013-2014 award years. NHU’s final response was received on April 3, 2014. A copy
of the program review report (and related attachments) and NHU’s response are attached. Any
supporting documentation submitted with the response is being retained by the Department and
is available for inspection by NHU 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 made concerning all of the outstanding findings of the program
review report. NHU may consider the program review closed with no further action required.

Protection of Personally Identifiable Information (PII):

PII is any information about an individual which can be used to distinguish or trace an
individual's identity (some examples are name, social security number, date and place of birth).
The loss of PII can result in substantial harm, embarrassment, and inconvenience to individuals
and may lead to identity theft or other fraudulent use of the information. To protect P11, the
findings in the attached report do not contain any student PII. Instead, each finding references
students only by a student number created by Federal Student Aid. The student numbers were
assigned in Appendix A, Student Sample.
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Record Retention:

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

(e)(2), and (e)(3).

The Department expresses its appreciation for the courtesy and cooperation extended during the
review. If the institution has any questions regarding this letter, please contact Pilar Diaz, Sr.
Institutional Review Specialist, at 415-486-5368.

I‘f

(/ Martina Fernandez-Rosario

Division Director
San Francisco/Seattle School Participation Division

cct Ms. Viviana Arreola, Director of Financial Aid
Western Association of Schools and Colleges, Senior College and University
Commission
California Bureau for Private Postsecondary Education
Department of Defense (via e-mail at osd.pentagon.ousd-p-r.mbx.vol-edu-
compliance@mail.mil)
Department of Veterans Affairs (via e-mail at INCOMING.VBAVACO@va.gov)
Consumer Financial Protection Board (via e-mail at CFPB_ENF_Students@cfpb.gov)

Enclosure:  Final Program Review Determination



PROUD SPONSOR of
ow AMCRICAN MIND™

Federal Student Aid

A% OFFICT @ tAs U:S. OEPARTWERT 3f TOUCATION

Prepared for
National Hispanic University

OPE ID: 02518400
PRCN: 201410928479

Prepared by:

U.S. Department of Education

Federal Student Aid

San Francisco/Seattle School Participation Division

Final Program Review Determination
February 3, 2015

50 Beale Street, Suite 9800, San Francisco, CA 94105-1863
StudentAid.gov



National Hispanic University
OPE ID: 02518400
PRCN: 201410928479

Page 2
Table of Contents

Page
A, Institutional Information.......... Voo G0k b ad v e ed s arii e ey 1 4T ERARABWIR Lo 3
B. Scope of ReVIEW........c.vvviviivriniisns A T okl v AR S 4
(67 Findings and Final Determmatlons A L. 4
Resolved Findings...........ovvvviiiiiiiiniiniiii X 009 TR —— 4
Findings with Final Determinations..........coeeususevarsessenne cramvesereseepsapnns 4

Finding 1. Failure to Comply with Required Drug and
Alcohol Abuse Education and Prevention Program Requirements. ... 5
D.'-.. Appendicesll'.’l.'.'l.......lll.l.l.l..Dl.000'.'0....!!.....0........' ........... 8
Appendix A. Student Sample to the Program Review Report........... 9
Appendlx B Pl‘OgI'aIn ReVIBW RCpOl‘t ............ u“uuu Lk -n.m TS T 10

Appendix C. National I—Ilspamc Umvers:ty s Response to the Program
REVIEW REPOTL. . res 111 0svss smnassrswssrssaesuinonisi is i sidiimssiaiiisivosiins 26



National Hispanic University
OPE ID: 02518400

PRCN: 201410928479

Page 3

A. Institutional Information

National Hispanic University
14271 Story Road
San Jose, CA 95127-3823

Type: Proprietary

Highest Level of Offering: Master’s Degree

Accrediting Agency: Western Association of Schools and Colleges-Senior College and
University Commission

Current Student Enrollment: 737 (2013-2014)

Percentage of Students Receiving Title IV Aid: 56% (2013-2014)

Title IV Participation (Source: National Student Loan Data System):

2011-2012 Award Year
Federal Pell Grant Program $ 1,345,212
Federal Supplemental Educational Opportunity Grant
Program $ 15,500
William D. Ford Federal Direct Loan Program $ 2,068,296

Default Rate FFEL/DL: 2011 6.5%
2010 11.9%
2009 14.0%
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B. Scope of Review

The U.S. Department of Education (the Department) conducted a program review at
National Hispanic University (NHU) from December 16 through December 20, 2013.
The review was conducted by Pilar Diaz, Anna C. Archila, and Glenda Despenza.

The focus of the review was to determine NHU’s compliance with the statutes 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 NHU’s policies and
procedures regarding institutional and student eligibility, individual student financial aid
and academic files, attendance records, student account ledgers, fiscal records, and
compliance with the Jeanne Clery Disclosure of Campus Security Policy and Campus
Crime Statistics Act (the Clery Act).

A sample of 30 files was identified for review from the 2012-2013 and 2013-2014 (year
to date) award years. The files were selected randomly from a statistical sample of the
total population receiving Title TV, 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. A Program Review Report was issued on
March 4, 2014.

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence
of statements in the report concerning NHU’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 NHU 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

Finding 1. Inadequate Fiscal Records/Ledger Card

Finding 2. Verification Violations/Discrepant Information

Finding 3.  Improper Unsubsidized Loan Certification/Inadequate Packaging
Finding 5. Failure to Provide Adequate/Accurate Consumer Information

Finding 6. Inconsistent Cost Attendance (COA) Charges

Finding 7. Improper National Student Loan Data System (NSLDS) Reporting
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NHU has taken the corrective actions necessary to resolve the above findings of the
program review report. Therefore, these findings may be considered closed. Please refer
to Appendix C for the institution’s written response related to the resolved findings.

Finding 4. Drug and Alcohol Abuse Prevention Program Requirements Not Met -
Multiple Violations

Citation Summary: The Drug-Free Schools and Communities Act (DFSCA) and Part 86
of the Department's General Administrative Regulations require each institution of
higher education (IHE) that receives federal education funding to certify that it has
developed and implemented a drug and alcohol abuse prevention program (DAAPP).
The program must be designed to prevent the unlawful possession, use and distribution of
illicit drugs and alcohol abuse on campus and at recognized events and activities.
On an annual basis, each IHE must provide the following information in writing to all
current students (enrolled for any type of academic credit except continuing education
units) and all current employees:
- A written statement about its standards of conduct that clearly prohibits the
unlawful possession, use, or distribution of illicit drugs and alcohol by students
and employees on its property or as part of any of its activities;

- A written description of the applicable legal sanctions under local, state, or
federal law for the unlawful possession or distribution of illicit drugs and
alcohol;

- A description of the health risks associated with the use of illicit drugs and the
abuse of alcohol;

- A description of any drug or alcohol counseling, treatment, or rehabilitation or
re-entry programs that are available to employees or students; and

- A statement that the IHE will impose disciplinary sanctions on students and
employees for violations of the institution’s codes of conduct and a description of
such sanctions.

In addition, each IHE must conduct a biennial review in order to measure the
effectiveness of its drug prevention program, and to ensure consistent treatment in its
enforcement of its disciplinary sanctions. The IHE must prepare a report of findings and
maintain its biennial review report and supporting materials and make them available to
the Department and interested parties upon request. 34 C.F.R. §§ 86.3 and 86.100.

Noncompliance Summary: NHU violated multiple provisions of the DFSCA and the
Department's Part 86 regulations. NHU failed to develop and implement a
comprehensive drug and alcohol abuse prevention program (DAAPF). When
interviewing the staff, the reviewers were informed that NHU does provide some classes
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to help educate the campus community in this area. NHU's publications also contain
information on counseling, treatment, and support group resources for alcohol and drug
abuse addiction; information in reference to a drug and alcohol free campus; ‘
information relating to the legal sanctions for unlawful possession of alcohol and drugs;
the drug law penalties; and information relating to health risks from drugs and alcohol.
However, NHU failed to provide and distribute to students and employees a detailed plan
of activities that implements NHU’s drug and alcohol program. As a result of this
failure, NHU also violated DFSCA’s annual distribution requirement by failing to deliver
a materially-complete DAAPP disclosure to all employees and students who are enrolled
for any academic credit.

Further, NHU failed to conduct a biennial review of the effectiveness of its DAAPP and
of the consistency of sanctions imposed for violations of its disciplinary standards and
codes of conduct. By logical extension, then, NHU also failed to produce a biennial
review report of findings.

Failure to comply with the DFSCA'’s and DAAPP requirements deprives students and
employees of important information regarding the educational, disciplinary, health, and
legal consequences of illegal drug use and alcohol abuse. Failure to comply with the
biennial review requirements also deprives the institution of important information about
the effectiveness of its own drug and alcohol programs. Such failures may contribute to
increased drug and alcohol abuse as well as an increase in drug and alcohol-related
violent crime.

Required Action Summary: NHU was required to take all necessary corrective actions
to resolve these violations. At a minimum, NHU was required to take the following

actions.

e Develop and implement a comprehensive DAAPP that includes all of the required
elements found in the DFSCA and the Department’s Part 86 regulations,

o Develop procedures for ensuring that the DAAPP program materials are
distributed to every student who is currently enrolled for academic credit and all
employees. NHU was required to provide a draft copy of its DAAPP and new
distribution policy with its response to the program review report. Once the
materials were approved by the Department, NHU was required to distribute
them in accordance with the Part 86 regulations and provide documentation
evidencing the distribution as well as a statement of certification attesting to the
fact that the materials were distributed in accordance with the DFSCA. This
certification was also required to affirm that the institution understands all of its
DFSCA obligations and that it had taken all necessary corrective actions fo
ensure that these violations do not recur,
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o Conduct a biennial review to assess the effectiveness of its DAAPP. NHU was
required to describe the research methods and data analysis tools used to
determine the effectiveness of the program and identify the responsible official(s)
and office(s) that conducted the biennial review. Finally, the biennial review
report was required to be approved by the institution’s chief executive and/or its
board. The biennial review was required to be completed no later than April I,
2014 and be submitted to the Department no later than April 15, 2014.

o NHU was required to establish policies and procedures to ensure that all
subsequent biennial reviews are conducted in a timely manner and are fully
documented. Also, NHU was required to take all other necessary action to ensure
that these violations do not recur.

The exceptions identified in this finding constitute serious violations of the DFSCA that
by their nature cannot be cured. There is no way fo truly “correct” a violation of this
type once it occurs. NHU was given an opportunity to develop and distribute an accurate
and complete DAAPP disclosure and to finally begin to bring its drug and alcohol
programs into compliance with the DFSCA as required by its PPA. However, NHU was
advised that these remedial measures cannot and do not diminish the seriousness of these
violations nor do they eliminate the possibility that the Department will impose an
adverse administrative action and/or require additional corrective measures.

NHU Response: While NHU disagrees with the breadth of the characterization
contained in the Program Review Report, upon review of the particular concerns set forth
in the finding, NHU has identified areas where corrective actions are appropriate and
NHU has taken such actions. Specifically, NHU has revised its annual Alcohol and Drug
Abuse Prevention Program (“ADAP Program™) disclosure to include specific information
about the workshops, events, and/or activities that are available to students, faculty and
staff throughout the year with regard to alcohol and drug abuse prevention and
awareness.

NHU believes that it does have sufficient procedures in place for the annual distribution
of the DAAPP program materials and the issue, rather, was the information that was
lacking in such materials. NHU submitted a copy of its DAAPP. NHU’s management
represented that the DAAPP information was distributed, as required. NHU stated that
the Biennial Review Committee met on March 25, 2014 and the review was completed
by April 1, 2014, Finally, NHU submitted a copy of its new Biennial Review Report.

Final Determination: As a result of these violations, NHU would have normally been
required to develop and implement a substantive drug and alcohol abuse prevention
program (DAAPP) that included all of the required elements set forth in the Drug-Free
Schools and Communities Act (DFSCA) and the Department’s Part 86 regulations. In
addition, NHU would have been required to produce an annual DAAPP disclosure that
summarizes the program and develop procedures for distributing program materials to all
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current employees and students enrolled for academic credit. Once the new program
materials were complete, NHU would have been required to submit them to the
Department for evaluation and approval and then distribute them in accordance with the
Part 86 regulations and its new policy. Finally, NHU would have been required to
conduct a biennial review to measure the effectiveness of its DAAPP and produce a
detailed report of findings and recommendations for improvement.

However, because the institution will cease operations by August 31, 2015 and, therefore,
will no longer participate in the Title IV, HEA programs, no policy changes or
enhancements to NHU’s drug and alcohol programs will be required at this time.
Notwithstanding this determination, NHU officials are reminded that the exceptions
identified in this finding constitute serious violations of the DFSCA that by their nature
cannot be cured. As such, NHU is advised that these violations would have to be
addressed to the Department’s satisfaction if NHU’s Title IV participation continues
beyond August 31, 2015 and/or before any future application for reinstatement could be
considered for approval.

D. Appendices

Appendix A: Student Sample

Appendix B: Program Review Report

Appendix C: National Hispanic University’s Response to the Program Review Report
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Appendix A: Student Sample

2010-2011
Student # Student’s Name Student’s SSN
2011-2012
Student # Student’s Name Student’s SSN

Confidential — This document contains Personally Identifiable Information and has
been sent to NHU electronically in an encrypted format.
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Appendix B

Program Review Report
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March 4, 2014
Dr. Gladys Ato/President
National Hispanic University Certified Mail
14271 Story Road Return Receipt Requested
San Jose, CA 95127-3823 #: 70070710000106750597

RE: Program Review Report
OPEID: 02518400
PRCN: 201410928479

Dear Dr. Ato:

From December 16, 2013 through December 20, 2013, Pilar M, Diaz, Anna C, Archila, and
Glenda M. Despenza conducted a review of National Hispanic University’s (NHUs)
administration of the 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). The findings of that
review are presented in the enclosed report,

Findings of noncompliance are referenced to the applicable statutes and regulations and specify
the action required to comply with the statute and regulations, Pleasc review the report and
respond to each finding, indicating the corrective actions taken by NHU, The responsc should
include a brief, written narrative for cach finding that clearly states NHU's position regarding the
finding and the corrective action taken to resolve the finding. Separate from the written
narrative, NHU must provide supporting documentation as required in each finding,

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

(1) provide to the institution an nrlequa.te opportunity to review and respond to any
preliminary program review report' and relevant materials related 1o the report before any
final program review report is issued;

(2) review and take into consideration an institution’s lesponse in any final program review
report or audit determination, and include in the report or determination —

8. A written stalement addressing the institution’s response;
b. A written statement of the basis for such report or determination; and
c. A copy of the institution’s response.

The Department considers the institution’s response to be the written parrative (to include e-mail
communication). Any supporting documentation submitted with the institution’s written
response will not be attached to the FPRD. However, it will be retained and available for
inspection by NHU upon request. Copies of the program review report, the institution’s

' A “preliminary” program review report ls the program review report. The Deparment’s final program review
report is the Final Program Review Determination (FPRD),

FederalStudent Aid

Am OFFICE of thy U8, DEPARTMENT #f COVCATION

50 Beals Street, Suite 9800, San Francisco, CA 94105-1863
StudentAid gov
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PRCN Number: 201410928479
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response, 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 the FPRD is issued.

The institution’s response should be sent directly to Pilar M. Diaz, Institutional Review
Specialist, of this office within 30 calendar days of receipt of this letter.

Protection of Personally Identifiable Information (PLI):
PII is any information about an individual which cean be used to distinguish or trace an
individual's identity (some examples are name, social security nnmber dete and place of birth).
The loss of P11 can result in substantial harm, embarrassment, and inconvenience to individuals
and may lead to identity theft or other fraudulent use of the mformnuon. To protect PII, the
findings in the attached report do not contain any student PIL. Insicad, each finding references
students only by a student number created by Federal Student Aid. The student numbers were
assigned in Appcndlx A, Student Sample. The appendix was encrypted and sent separately to
the institution via e-mail. Please see the enclosure Protection of Personally Identifiable
Information for instructions regarding submission to the Department of required data /
documents containing PIL

Record Retention:

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

We would like to express our appreciation for the courtesy and cooperation extended during the
review, Please refer to the above Program Review Control Number (PRCN) inall
correspondence relating to this report. If you have any questions eoncering this report, please

contact Pilar M. Diaz at (415) 486-5368 or Pilar.Diaz/@ed.gov.
Sincerely,
(b)(6)
16 B, Palumbo, Ed.D,
pliance Manager

San Francisco / Seattle School Participation Division
cc: Ms, Viviana Armreola, Financial Aid Administrator
Enclosures;

Protection of Personally Identifiable Information
Program Review Report
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PEID: 02518400
PRCN: 201410928479
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A Ingtitotional Informetion

National Hispanie University
14271 Story Road
San Jose, CA 95127-3823

Type: Proprietary
Highest Level of Offesing: Manor's Degree

Accrediting Agency: Western Association of Schools and Colleges ~ Senior College and:
University Commission

Current Studend Brrollmenit: 737-(2013-2004)
%:of Students Reosiving Title.IV: -56% (2013-2014)

Title IV Participation anpacding to thie Nationdl Student Loan Data Systent:

Fedstal Pell Grant Program $1,345212
Fedieral Supplemental Educational Opportunity Grant

Program $.15,500
William D, Ford Federal Direct Loan Progrem £2,068,296

Default Rata FFEL/DL: 2011 6.5%
2010 11.9%
2009 14.0%
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B. Scope of Review

The U.S, Department of Education (the Department) conducted a program review at National
Hispanic University (NHU) from December 16 through December 20, 2013. The review was
conducted by Pilar M, Diaz, Anna C, Archila, and Glenda Despenza.

The focus of the review was to determine NHU’s compliance with the statutes 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 NHU's policies and procedures regarding
institutional and student eligibility, individual student financial aid and academic files,
attendance records, and student account ledgers.

A sample of 30 files was identified for review from the 2012- 2013 and 2013-2014 (year to date)
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
social security numbers of the students whose files were examined during the progrum review.

Dirclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of
stetements in the report concening NHU'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 NHU of its obligation to comply with all of 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.

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 NHU
to bring operations of the financial aid programs into compliance with the statutes and
regulations.

Finding 1.  Inadequate Fiscal Records/Ledger Card

Citation: An institution must account for the receipt and expenditure of Title [V, HEA program

funds in accordance with generally accepted accounting principles. An institution shall establish
and maintain on a current basis:

e Financial records that reflect each HEA, Title IV program transaction; and



National Hispanic University
OPE ID: 02518400

PRCN: 201410928479
Page 17

National Hispanic University
OPE1D: 02518400

PRCN: 201410928479
Page 5

o General ledger control accounts and related subsidiary accounts that identify each Title IV,
HEA program transaction and separate those transactions from all other institutional financial
activity.

The records that an institution must maintein in order to comply with the provisions of this
section include but are not limited to—

o The Student Aid Report (SAR) or Institutional Student Information Record (ISIR) used to
determine eligibility for Title IV, HEA program funds; '

e Application data submirted to the Secretary, lender, or gua.ramy agency by the institution
on behalf of the student or parent;

¢ Documentation of each student's or parent borrower's ellglb!l].'ll)' for Title IV, HEA
program funds;

» Documentation relating to each student's or parent borrower 5 receipt of Title [V, HEA
program funds, including, but not limited to, documentation of—

1. The amount of the grant, loan, or Federal Work Study (FWS) award; its payment
period; its loan period, if appropriate; and the calcula.txons used to detmmm: the
amount of the grant, loan, or FWS award;

2. The date and amount of each disbursement or dehvery of grant or loan funds, and the
date and amount of each payment of FWS wages;

3. The amount, date, and basis of the institution's calculation of any refunds or
overpayments due to or on behalf of the student, or the treatment of Title IV, HEA
program funds when a student withdraws; and ;

4. The payment of any overpayment or the return of any Title IV, HEA progrem funds
to the Title IV, HEA program fund, a lender, or the Secretary, as appropriate.

34 CFR § 668.24

Noncompliance: Two problems were noted, during the review, with fiscal records and student
ledger cards:

(1) There was no documentation to prove that NHU complied with Heightened Cash
Monitoring 1 (HCM1) requirements, and
(2) Student ledgers did not indicate whether credit balances were due to students.

NHU was placed on HCM1 becausc of the institution’s on-going financlal difficultics and failing
Composite Scores, The HCM1 system of payment requires that schools disburse funds to
students PRIOR to requesting funds from the Department for those disbursements. However,
based on the Department's review of NHU’s ledger cards, there was no evidence that NHU
credits students’ eccounts prior to requesting or receiving funds. Title [V disbursements credited
to students do not reflect the actual disbursement dates. There is an “effective date” column that
does not specify whether this is the actual disbursement date. During the review, three students
were selccied by the review team to track COD entrics, G5 drawdowns for disbursements, bank
transactions, and actual disbursements to students’ accounts. Based on the review of these
accounts, it was noted thet NHU is crediting the students’ accounts prior to requesting funds for
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those students, as required under HCM1. However, this only came to light after a more in-depth
review of NHU’s fiscal records and not from a review of the student ledger cards.

In addition, the NHU ledger card system includes charges and payments, However, there is no
information, on the ledger cards, on the balances due to or from a student. Without such
information, the reviewers were unable to determine whether credit balances were due to
students.

Required Action: NHU must review its system for recording entnu on ledger cards/student
account records. These records must clearly indicate each Title IV transaction by program,
disbursement dates, whether a credit balance is created as a result of such transactions (or funds
are owedbyastudenl), and dates when those credit balances are paid to the student. It was
noted, during the review, that credit balances are paid within the 14 days requirement and
refunds are paid on time; however, the ledger card/student account must demonstrate these
processes. Procedures and changes to the student account recording procedures and sample
forms, as applicable, must be provided in response to this PRR. |

Finding2.  Verification Violations/Discrepant Tnformation

Cltation: Institutions must require Title IV applicants to verify information used to calculate an
applicant's Expected Family Contribution (EFC) in two instances:'

When the am:hcatwmsselecwdbyﬂw&cremrytobevmﬁed or
2. ‘When an institution has reason to believe that any mformetion on an application used to
caloulate an EFC is inaccurate. 3¢ CF.R. § 668.54(a). |

An institution must require applicants to submit acceptable documentation that will verify or
update the following information (from the applicable year in question) used to determine the
applicant’s EFC: adjusted gross income; U.S. income tax pmd, the aggregate number of family
members in the household; the number of family members in the household who are emrolled, as
at least half-time students, in postsecondary educational institutions; and certain untaxed income
and benefits used in determiniog eligibility for Title IV aid. 34 C.F.R. §§ 668.54 - 668.57*

Noncompliance: NHU failed to properly verify some students in the sample that were selected
for verification by the Centrel Processing System (CPS). i

Student #19: This student's Institutional Student Information Record (ISIR) was selected for
verification. On the 2013-2014 Verification Worksheet, Step 2, Financisl Information page, the
student failed to mark the box indicating that he either had or will file a 2012 Federal Income
Tax Return or that he had not filed a tax return but the Internal Revenue Service (IRS) had
granted him an extension to file. Additional information in the file indicated that the student

! The cited regulations were in ¢ffect as of the dates of this program review. Since that time, required verification
items have changed and, as noted in the regulstions, are published annually in the Federel Register.
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filed a tax return, NHU failed 1o review and reconcile the inconsistent information provided by
the student,

Student #24: This student's ISIR was selected for verification. On the 2013-2014 Verification
Worksheet, Step 2, Financial Information page, the Student marked the box indicating that the
student had/or will file a 2012 Federal Tax Retumn and also marked the box indicating that the
student had not filed a tax return. The file contained documentation indicating that this student
was granted an JRS extension to file taxes. NHU failed to review and reconcile the inconsistent
information provided by the student.

Required Action: NHU must provide documentation to resolve the conflicting information for
Students #19 and 24; this documentation must be provided in response to this Program Review
Report. In addition, NHU must revise its established policies and procedures for handling
discrepancies in the fiture and ensure staff follows the policies and procedures. A copy of the
revised policies and procedures must be provided with the response to this Program Review
Report.

Findiog 3. Improper Unsubsidized Loan Certification/Inadequate Packaging

Citation: A student is eligible to receive a Direct Subsidized Loan, a Direct Unsubsidized Loan,
or & combination of these loans, if the student meets, among other criteria, the following
requircments:

o The student is enrolled, or accepted for enroliment, on at least a half-time basis in a
school that participates in the Direct Loan Program.

o In the case of an undergraduate student who seeks a Direct Subsidized Loan or a
Dircct Unsubsidized Loan at a school that participates in the Federal Pell Grant
Program, the student has received a determination of Federal Pell Grant eligibility
for the period of enroliment for which the loan is sought.

s The student has received a determination of his or her annual loan maximum
cligibility under the Federal Direct Loan Program and the Federal Direct
Unsubsidized Loan Program. 34 C.F.R. §§ 685.200

The Federpl Student Aid Handbook, Volume 3, Chapter 7, *Packaging Aid,” clarifies that the
law requires aid administrators to find out whether the student is eligible for certain other Title
IV programs that would reduce the need for borrowing. If a school participates in the Federal
Pell Grant Program, the student’s estimated Pell Grant eligibility must be included as Estimated
Financial Assistance when meking Campus-Based awards, even if the student has not received
the Pell Grant at the time a Campus-Based award is made.

Similarly, an institution must determine an undergraduate student’s Pell Grant cligibility before
originating a Subsidized or Unsubsidized Direct Loan for that student. In addition, an
Unsubsidized Direct Loan may not be originated without first determining the student's need for
a Subsidized Direct Loan. However, if the amount of the Subsidized Direct Lean is $200 or less
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and the amount can be included as part of an Unsubsidized Direct Loan, an institution is not
required to originate a scparate subsidized loan.

Further, institutions must make readily available to current and prospective students a description
of all the federal, state, local, private and institutional student financial assistance programs
available to students who enroll at that institution. These programs include both need-based and
non-need-based programs. The institution, in its student consumer information, must describe
the terms and conditions of the loans students receive under the William D. Ford Federal Direct
Student Loan Program. The institution must also describe the rights and responsibilities of
students receiving financial assistance and, specifically, assistance under the Title IV, HEA
programs. This description must include specific information regarding the terros of any Joan
received by a student as part of the student's financial assistance package, a sample loan
repayment schedule for sample loans and the necessity for repaying loans. 34 C.F.R. § 668.42

Noncompliance: NHU failed to package need based aid for Student #5 from the selected
sample. An Unsubsidized Direct Loan may not be originated without first determining the
student’s need for a Subsidized Direct Loan. However, this student was packaged with a
Subsidized loan but not for the full amount even though the student had a remaining unmet need
of $6,200. In addition, this same student’s transcript indicated that the student was enrolled for
three (3) units, less than half time, during the spring 2013 semester. Based on this student’s
enrollment status, he was not eligible to receive a student loan for that term. According to the
account ledger, NHU disbursed a Subsidized loan in the amount of $2,290 and an Unsubsidized
loan for $3,898 on January 18, 2013.

Required Actlon: NHU must review the student’s enrollment status for the spring semester and
provide evidence that this student was eligible to receive Direct Loan funds. NHU must report
on its actions with respect to this student’s loan.. NHU is not liable for the ineligible loan
disbursements mede 1o this student, but may be liable for any estimated loss 1o the Department
on these loans. Further instructions on this will be provided in the FPRD,

Finding 4. Drug and Alcohol Abuse Prevention Program Requirements Not Met -
Multiple Violations

Chtation: The Drug-Free Schools and Communities Act (DFSCA) and Part 86 of the
Department’s General Administrative Regulations require each institution of higher education
(IHE) that receives federal education funding to certify that it has developed and implemented a
drug and alcohol abuse prevention program (DAAPP), The program must be designed to
prevent the unlawful possession, use and distribution of illicit drugs and alcohol abuse on
campus and at recognized events and activities,

On an annual basis, cach IHE must provide the following information in writing to all current
students (enrolled for any type of academic credit except continuing education units) and all
current employces:
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* A written statement about its standards of conduct that clearly prohibits the unlawful
possession, use, or distribution of illicit drugs and alcohol by students and employees on
its property or as part of any of its activities;

* A written description of the applicable legal sanctions under local, state, or federal law
for the unlawful possession or distribution of illicit drugs and alcohol;

* A description of the health risks associated with the use of illicit drugs and the abuse of
alcohol;

» A description of any drug or alcohol counseling, treatment, or rehabilitation or re-entry
programs that are available to employees or students; and,

® A statement that the IHE will impose disciplinary sanctions on students and employees
for violations of the institution’s codes of conduct and & description of such sanctions.

In addition, each IJHE must conduct a biennial review in order to measure the effectiveness of its
drug prevention program, and to ensure consistent treatment in its enforcement of its disciplinary
sanctions. The IHE must prepare a report of findings and maintain its biennial review report and
supporting materials and make them available to the Department and interested parties upon
request. 34 C.F.R. §§ 86.3 and 86.100

Noncompliance: NHU violated multiple provisions of the DFSCA and the Department’s Part
86 regulations. NHU failed to develop and implement a comprehensive drug and alcohol abuse
prevention program (DAAPP). When interviewling the staff, the reviewers were informed that
NHU does provide some classes to help educate the campus community in this area. NHU’s
publications also contain information on counseling, treatment, end support group resources for
alcohol and drug abuse addiction; information in reference to a drug and alcohol free campus;
information relating to the legal sanctions for unlawful possession of alcohol and drugs; the drug
law penalties; and information relating to health risks from drugs and alcohol. However, NHU
failed to provide and distribute to students and employees a detailed plan of activitics that
implements NHU's drug and alcohol program. As a result of this failure, NHU also violated
DFSCA’s annual distribution requirement by failing to deliver a materially-complete DAAPP
disclosure to all employees and students who are enrolled for any academic credit.

Further, NHU failed to conduct a biennial review of the effectiveness of its DAAPP and of the
consistency of sanctions imposed for violations of its disciplinary standards and codes of
conduct., which by logical extension, also failed to produce a biennial review report of findings.

Failure to comply with the DFSCA's and DAAPP requirements deprives students and cmployees
of important information regarding the educational, disciplinary, health, and legal consequences
of illegal drug use and alcohol abuse. Failure to comply with the biennial review requirements
also deprives the institution of important information about the effectiveness of its own drug and
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alcohol programs, Such failures may contribute to increased drug and alcohol abuse as well as
an increase in drug and alcohol-related violent crime.

Required Action: NHU is required to take all necessary corrective actions 10 resolve these
violations. At a minimum, NHU must perform the following:

e Devclop and implement a comprehensive DAAPP that includes all of the required
elements found in the DFSCA and the Department's Part 86 regulations;

¢ Devclop procedures for ensuring that the DAAPP program materials are distributed to
every student who is currently enrolled for academic credit and all employees. NHU
must provide a draft copy of its DAAPP and new distribution policy with its response to
this program review report. Once the materials are approved by the Department, NHU
must distribute them in accordance with the Part 86 regulations and provide
documentation evidencing the distribution as well as a statement of certification attesting
to the fact that the materials were distributed in accordance with the DFSCA. This
certification must also affirm that the institution understands all of its DFSCA obligations
and that it has taken all necessary corrective actions to ensure that these violations do not
recur;

¢ Conduct a bicnnial review to assess the effectiveness of its DAAPP. NHU must describe
the research methods and data analysis tools that will be used to determine the
effectiveness of the program and identify the responsible official(s) and office(s) that
conducted the bicnnial review. Finally, the biennial review report must be approved by
the institution’s chief executive and/or its board. The biennial review must be completed
no later than April 1, 2014 and be submitted to the Department no later than April 15,
2014, ;

o NHU must establish policies and procedures to ensure that all subsequent biennial
reviews are conducted in a timely manner and are fully documented. Also, NHU must
take all other necessary action to ensure that these violations do not recur.

As noted above, the exceptions identified in this finding constitute serious violations of the
DFSCA that by their nature cannot be cured. There is no way to truly “correct” a violation of
this type once it occurs. NHU will be given an opportunity to develop and distribute an accurate
and complete DAAPP disclosure and to finally begin to bring its drug and alcohol programs into
compliance with the DFSCA as required by its PPA., However, NHU is advised that these
remedial measures cannot and do not diminish the seriousness of these violations nor do they
eliminate the possibility that the Department will impose an adverse administrative ection and/or
require additional corrective measurcs.

Based on an evaluation of all available information including NHU’ response, the Department
will determine if additional actions will be required and will advise NHU accordingly in its
FPRD,
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Finding 5.  Fallure to Provide Adequate/Accurate Consumer Information

Citation: The Higher Education Act of 1965, as amended, section 485(a)(1) specifies that
required notifications, policles and procedures must be in place and be made available to the
public in the form of consumer information. 34 C.F.R. §§ 668,22, 668.41, 668.42, 668,43,
668.53,

Noncompliance: NHU failed to provide adequate/accurate student consumer information as
required by the above statute and regulations, including the following:

A summary of the requirements for the retum of Title IV grant or loan assistance and the
timeframes for returning those funds;

A summary of the penalties for violation of federal copyright laws; and a description of NHU’s
policies with respect to unauthorized peer-lo-peer file sharing, including disciplinary actions that
are taken against students who engage in illegal downloading or unauthorized distribution of
copyrighted materials usmg NHU’s information technology system;

A description of the services and facilities available to students with disabilities, including
students with intellectual disabilities;

A disclosure to students and parents who enter into an agreement regarding a Title IV, HEA
loan, that information on the loan will be submitted to the National Student Loan Data System
(NSLDS) and accessible by authorized agencies, lenders, and institutions.

Required Action: NHU must provide the aforementioned information in its published student
consumer information so it is readily available to current and prospective students. NHU must
submit a copy of its revised student consumer information/publications, containing the missing
items noted above, in response to this Program Review Report,. NHU's officials may wish to
review the Department's 2013-2014 Federal Sudent Aid Handbogk, Chapter 6, Volume 2,
“Providing Consumer & Safety Information™ during the preparation of its response. The
handbook is available online at: hrp://ifap.ed.gov/fsehandbook.

Finding 6.  Inconsistent Cost of Attendance (COA) Charges

Citation: For each financial assistance program available at an institution, the student consumer
information provided by the institution must describe:

(1) The procedures and forms by which students apply for assistance;

(2) The student eligibility requirements;

(3) The criteria for selecting recipients from the group of ehg;b]e applicants; and

(4) The criteria for determining the amount of & student’s award.

34 C.FR. § 668.42(b)
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Institutional information that must made readily available to enzolled and prospective students
under federal regulations includes, but is not limited to the cost of attending the institution,
including:

(i) Tuition and fees charged to full-time and part-time students;

(ii) Estimates of costs for necessary books and supplies;

(iii) Estimates of typical charges for room and board;

(iv) Estimates of transportation costs for students; and

(v) Any additional cost of a program in which a student is enrolled or expresses a specific

interest.
34 C.F.R. § 668.43(a)(1)

Nouncompliance: NHU’s award letter had inconsistent and conflicting information related to 2
student’s COA, During the Program Review, the reviewers were informed that NHU uses the
California Student Aid Commission's nine month budget and the College Board budget
information to determine the cost of attending NHU. However, the award letters in the sample
file review had inconsistent information with regard to the COA elements. Some students had
very low COAs which may have affected their eligibility for any need based aid. The following
students, enrolled in the same program, had inconsistent information in their files as follows:

Student #5: This was an independent student enrolled in the Bachelor of Arts in Child
Development Program. The award letter indicated that this student’s cost of attendance for
2012-2013 was $16,103. The living allowance for room and board was $6,850.

Student #9: This was an independent student enrolled in the Bachelor of Arts in Child
Development Program, The award letter indicated that this student’s cost of attendance for
2012-2013 was $19,877, The living allowance for room and board was $8,220.

Student #22: This was an independent student enrolled in the Bachelor of Arts in Child
Development Program. The award letter indicated that this student’s cost of attendance for
2012-2013 was $ 13,032, The living allowance for room and board was $5,480.

There is no information in the files indicating why the room and board allowance was different
for each student; none of the COA elements were consistent among these students.

Required Action: NHU must review the budget information used to determine the COA for the
current eward year and ensure this information is consistently applied to students under the same
circumstances. Policies and procedures must be developed to ensure that the budgets are revised and
updated each year, NHU must also document the source of information used to determine the
students’ COA. The revised policies and procedures must be provided in response to this Program
Review Report.

Finding 7. Improper National Student Loan Data System (NSLDS) Reporting

Citation: An institution must provide timely notification of changes 1o a student’s enrollment
status for purposes of student loan administration. Before an institution may disburse
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Tite IV, HEA program funds to a student who previously attended another eligible institution,
the institution must use information it obtains from the Secretary, through NSLDS or its
successor system, to determine:

¢ Whether the student is in default on any Title IV, HEA program loan;

e  Whether the student owes an overpayment on any Title TV, HEA program grant or Federal
Perkdins Loan,

» For the award year for which a Federal Pel| Grant is requemd the student's Scheduled
Federal Pell Grant Award and the amount of Federal Pell Graut funds disbursed to the
student;

* The outstanding principal balance of loans made to the amdcnl under each of the Title IV,
HEA loan programs; end

* For the academic year for which Title IV, HEA eid is requested, the amount of, and period of
enroliment for, loans made to the student under each of the Title IV, HEA loen programs.

If a student transfers from one institution 1o another ilmlmion during the same award year, the
institution to which the student transfers must request from the Secretary, through NSLDS,
updated information aboul that student so it can make appropriate determinations; and the
institution may not make a dishursement to that student for seven days following its request,
unless it receives the information from NSLDS in response to its request or oblains that
information directly by accessing NSLDS, and the information it receives allows it to make that
disbursement. 34 C.F.R. § 685.309(b)

Noncomplisnce: NHU incorrectly reported to NSLDS that a student withdrew; however, the
student had graduated from NHU on December 16, 2012, !

Required Action: For Student #8, NHU must immediately notify NSLDS of the comect date of
graduation. NHU must develop procedures for timely notifying NSLDS when changes to a
student’s enrollment status occurs and submit those procedures In response to this Program
Review Report.

D.  Appendix
Appendix A (Student Sample) contain personally identifiable iuformaticn and will be emailed to

NHU as an encrypted WinZip file using Advanced Encryption Siandard, 256-bit. The password
needed to open the encrypted WinZip file will be sent in a separate email.



