Qctober 23, 2013

Dr. Dean Hubbard

President

Saint Luke’s College of Health Sciences

624 Westport Rd.

Kansas City, MO 64111 UPS Tracking #1ZA5467Y0197845178

RE: Final Program Review Determination
OPE ID: 00250900
PRCN: 201310728110

Dear Dr. Hubbard:

The U.S. Department of Education’s (Department’s) School Participation Team — Kansas City
issued a program review report on November 19, 2012 covering Saint Luke’s College of Health
- Sciences’s (St. Luke’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
- 2011-2012 and 2012-2013 award years. St. Luke’s’s final response was received on December
19,2012, A copy of the program review report (and related attachments) and St. Luke’s’s
response are attached. Any supporting documentation submitted with the response is being
retained by the Department and is available for inspection by St. Luke’s 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. The purpose of this letter is to: (1) identify liabilities resulting from the findings of
this program review report, (2) provide instructions for payment of liabilities to the Department,
(3) notify the institution of its right to appeal, and (4) close the review. .

Protection of Personally Identifiable Information (PII):

PIl 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 PII, the
finding in the attached report does not contain any student PII. Instead, the finding references
students only by a student number created by Federal Student Aid. The student numbers were
assigned in Appendix A, Student Sample In addition, Appendices B, Cost of Funds for Ineligible
Pell Grant Disbursements, and E, Program Review Report, also contain PIL
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Appeal Procedures:

This constitutes the Department’s FPRD with respect to the liabilities identified from the
November 20, 2012 program review report. If St. Luke’s wishes to appeal to the Secretary for a
review of monetary liabilities established by the FPRD, the institution must file a written request
for an administrative hearing. The Department must receive the request no later than 45 days
from the date St. Luke’s receives this FPRD. An original and four copies of the information St.
Luke’s submits must be attached to the request. The request for an appeal must be sent to:

Ms. Mary E. Gust, Director

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

Federal Student Aid/PC

830 First Street, NE - UCP3, Room 84F2
Washington, DC 20002-8019

St. Luke’s’s appeal request must:

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

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

(3) include all documentation it believes the Department should consider in support of the
appeal. An institution may provide detailed liability information from a complete file
review to appeal a projected liability amount. Any documents relative to the appeal that
include PII data must be redacted except the student’s name and last four digits of his /
her social security number (please see the attached document, “Protection of Personally
Identifiable Information,” for instructions on how to mail “hard copy” records containing
PII); and

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

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

Record Retention: ‘ o

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),

(€)(2), and (e)(3).
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The Department expresses its appreciation for the courtesy and cooperation extended during the
review. If the institution has any questions regarding this letter, please contact Lisa Hoskins at
(816) 268-0477. Questions relating to any appeal of the FPRD should be directed to the address
noted in the Appeal Procedures section of this letter.

incerelv
(b)(B)

Rélph LoBosco
Division Director

Enc_losure: oL
Protection of Personally Identifiable Information

cc:  Jennifer Wright, Financial Aid Administrator
Director, North Central Association of Colleges and Schools
Director, Missouri State Board of Nursing
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PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

Personally Identifiable Information (PII) being submitted to the Department must be protected. 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).

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

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

Hard copy files and media containing PII must be:

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

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

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

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

PII data cannot be sent via fax.
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A. Institutional Information
Saint Luke’s College of Health Sciences

624 Westport Rd.
Kansas City, Missouri 64111

Type:
Highest Level of Offering:

Accrediting Agency:

Current Student Enrollment: .

% of Students Receiving Title IV:

Title IV Participation (G5):

Federal Pe]l Grant

Private nonprofit
Bachelor’s Degree

Higher Learning Commission- North
Central Association of Colleges and Schools

228 (2011-2012)

57% (2011-2012)

Federal Supplemental Education Opportunity Grant (FSEOG)  $10,556

Federal Work Study (FWS)
Federal Perkins Loan

William D. Ford Federal Direct Loan Program (Direct Loan)

Direct Subsidized Loan
Direct Unsubsidized Loan

Direct PLUS Loan
Default Rate FFEL/DL: 2009
2008
2007
Default Rate Perkins: 2009
2008

2007

2010-2011
$84,855
$2,206
$23,438
$437,261
$508,522
$83,070

0%

2.7%

6%

12.8%

9.3%

88%
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B. Scope of Review

The U.S. Department of Education (the Department) conducted an off-site program
review at Saint Luke’s College of Health Sciences (St. Luke’s) the week of February 29,
2012. The review was conducted by Mrs. Lisa Hoskins and Mr. John Nading.

The focus of the review was the institution’s compliance with federal requirements for
the period of June 30, 2010 through June 28, 2011, during which St. Luke’s lost
eligibility to participate in the Title [V, HEA programs. The review consisted of an
examination of St. Luke’s disbursement records for the time period indicated.

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence
of statements in the report concerning St. Luke’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 St. Luke’s of its obligation to comply with
all of the statutory or regulatory provisions governing the Title IV, HEA programs.

C. Findings and Final Determinations
Findings with Final Determinations

The program review report finding requiring further action is summarized below. At the
conclusion of the finding is a summary of St. Luke’s response to the finding, and the
Department's final determination for that finding. A copy of the program review report,
issued on November 20, 2012, is attached as Appendix C.

Note: Any additional costs to the Department, including interest, special allowances, cost
of funds, unearned administrative cost allowance, etc., are not included in individual
findings, but instead are included in the summary of liabilities table in Section D of the
report.

Finding 1. Ineligible Location

Citation Summary: A Program Participation Agreement (PPA) conditions the initial
and continued participation of an eligible institution in any Title I V. HEA program upon
compliance with the provisions ¢ regulations set forth in 34 C.F.R Part 668, the
individual program regulations, and any additional conditions specified in the PPA that
the Secretary requires the institution (o meet. 34 C.F.R §668.14(a).

To continue participation in the Title I V, HEA programs, an institution must demonstrate
to the Department that, after a change in ownership and control, the institutions qualifies
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to be certified to participate under 34 C.F.R Part 668, Subpart B, per 34 CF.R. §
600.31(a)(3)(ii). In addition, pursuant to 34 C.F.R. § 668.13, in order for the
Department to certify an institution to participate in the Title IV, HEA programs, the
institution must meet the standards of financial responsibility set forth at 34 C.F.R. §
668.15 and 34 C.F.R. § 668, Subpart L, as well as the standards of administrative
capability set forth at 34 C.F.R. §668.16.

Following expiration of a PPA, an institution may no longer participate in any of the
student financial assistance programs authorized pursuant to Title IV of the Higher
Education Act of 1965, as amended, 20 U.S5.C. § 1070 et. Seq. (Title IV, HEAL

programs).

Noncompliance Summary: The Depariment denied St. Luke’s application for a change
of ownership or structure based upon the institution’s failure to provide an audited
“same day” balance sheet showing the financial position of the institution as of the date
of the ownership change, prepared in accordance with GAAP and audited in accordance
with GAGAS. St. Luke’s was first notified of the need to submit such an audited balance
sheet in the Department's Preacquisition Review letter dated May 20, 2010. In that letter,
St. Luke's was advised that the audited “same day” balance sheet needed to be submitted
by the expiration date of the institution’s Temporary Program Participation Agreement
(TPPA). The TPPA expired on June 20, 2010.

Subsequent communication between the School Participation Team and St. Luke's served
as additional notices to St. Luke’s that an audited “same day” balance sheet must be
submitted. Based on a notification from St. Luke’s, the institution had no plans to submit
an audited “same day” balance sheet that meets the requirements outlined in the
Department’s Preacquisition Review letter of May 20, 2010.

As a result of the denial of St. Luke’s application for a change of ownership or structure,
St. Luke's eligibility to participate in the Title IV, HEA programs ended June 30, 2010,
the date that St. Luke's temporary provisional Program Participation Agreement (TPPA)
expired.

Required Action Summary: St. Luke's may be liable for all Title IV, HEA funds
disbursed during the ineligible period. The Final Program Review Determination letter
will establish actual liabilities. No additional response to this report is required.
Appendix A outlines the student specific disbursements that St. Luke's made during the
2010-2011 award year, organized by program. Appendix B shows the total Title IV, HEA
funds disbursed by program.

St. Luke’s Response: On December 19, 2012, St. Luke’s provided a written response to
the program review report, including a detailed explanation of the correspondence the
school had with the Department, and its law firm, throughout the change in ownership
process. St. Luke’s response is included in Appendix D.
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Final Determination: The Title IV funds disbursed to all students in the 2010-2011
award year includes $84,855 in Federal Pell Grant, $437,261 in Direct Subsidized Loan,
$508,522 in Direct Unsubsidized Loan, and $83,070 in Federal Parent PLUS Loan,
totaling $1,113,708.

St. Luke’s was made ineligible for the period spanning June 30, 2010 — June 28, 2011,
but was reinstated on June 29, 2011. The Department has determined that based on '
provisions published at 34 C.F.R. §668.26(d), the ineligible disbursements made by St.
Luke’s for the 2010-2011 award year includes Federal Pell Grant funds from the first
payment period in the Fall 2011 semester. The remaining funds are considered eligible
based on the institution’s reinstatement prior to the end of the federal award year,

_encompassing the Spring 2012 payment period for Federal Pell Grant funds, and the

2011-2012 enrollment period for Federal Direct Loan funds. During the Fall 2011
payment period, the institution disbursed $42,427.00 in ineligible Federal Pell Grant
funds. St. Luke’s is also liable for the Cost of Funds associated with the ineligible
disbursement of Federal Pell Grant in the amount of $954.95. See Appendix B for the
Cost of Funds calculation.
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E. Payment Instructions

1. Liabilities Owed to the Department

St. Luke’s owes to the Department $43,382 (rounded from §43,381.95). Payment must
be made by forwarding a check made payable to the "U.S. Department of Education” to
the following address within 45 days of the date of this letter:

U.S. Department of Education
P.O. Box 979026
St. Louis, MO 63197-9000

Remit checks only. Do not send correspondence to this address.

Payment must be made via check and sent to the above Post Office Box. Payment
and/or adjustments made via G5 will not be accepted as payment of this liability.
Instead, the school must first make any required adjustments in COD as required by
the applicable finding(s) and Section II — Instructions by Title IV, HEA Program
(below), remit payment, and upon receipt of payment the Department will apply the

funds to the appropriate G5 award (if necessary).

The following identification data must be provided with the payment:

Amount: $43,382

DUNS: 968787841

TIN: 272716128

Program Review Control Number: 201220727828

Terms of Payment

As a result of this final determination, the Department has created a receivable for this
liability and payment must be received by the Department within 45 days of the date of
this letter. If payment is not received within the 45-day period, interest will accrue in
monthly increments from the date of this determination, on the amounts owed to the
Department, at the current value of funds rate in effect as established by the Treasury
Department, until the date of receipt of the payment. St. Luke’s is also responsible for
repaying any interest that accrues. If you have any questions regarding interest accruals
or payment credits, contact the Department’s Accounts Receivable Group at (202) 245-
8080 and ask to speak to St. Luke’s account representative.
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If full payment cannot be made within 45 days of the date of this letter, contact the
Department’s Accounts Receivable Group to apply for a payment plan. Interest charges
and other conditions apply. Written request may be sent to:

U.S. Department of Education

OCFO Financial Management Operations
Accounts Receivable Group

550 12th Street, S.W., Room 6114
Washington, DC 20202-4461

If within 45 days of the date of this letter, St. Luke’s has neither made payment in
accordance with these instructions nor entered into an arrangement to repay the liability
under terms satisfactory to the Department, the Department intends to collect the amount
due and payable by administrative offset against payments due St. Luke’s from the
Federal Government. St. Luke’s may object to the collection by offset only by
challenging the existence or amount of the debt. To challenge the debt, St. Luke’s
must timely appeal this determination under the procedures described in the "Appeal
Procedures” section of the cover letter. The Department will use those procedures to
consider any objection to offset. No separate appeal opportunity will be provided. If
a timely appeal is filed, the Department will defer offset until completion of the appeal,
unless the Department determines that offset is necessary as provided at 34 C.F.R. §
30.28. This debt may also be referred to the Department of the Treasury for further
action as authorized by the Debt Collection Improvement Act of 1996.

Pell — Closed Award Year

Finding: 1
Appendix: A

St. Luke must repay:'

Pell Closed Award Year
Amount Amount Title IV Grant Award Year
(Principal) (Interest) :
$42,427 $954 .95 Federal Pell | 2010-2011

Total Principal Total Interest
$42,427 $954.95

The disbursement record for each student identified in the appendices to the applicable
finding must be adjusted in the Common Origination and Disbursement (COD) system.

Adjustments in COD must be completed prior to remitting payment to the
Department. Payment cannot be accepted via G5. Once the Department receives
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payment via check, the Department will apply the principal payment to the
applicable G5 award. The interest will be applied to the general program account.

A copy of the adjustment to each student’s COD record must be sent to Lisa Hoskins
within 45 days of the date of this letter

F. Appendices

Appendices A, B, C, and D are attached to this report.
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A. Institutional Information

Saint Luke’s College of Health Sciences
624 Westport Rd.

Kansas City, Missouri 64111

Type:

Highest Level of Offering:

Accrediting Agency:

Current Student Enrollment:

% of Students Receiving Title IV:

Private nonprofit
Bachelor’s Degree

Higher Learning Commission- North
Central Association of Colleges and Schools

228 (2011-2012)

57% (2011-2012)

Title IV Participation (G5): 2010-2011
Federal Pell Grant $84.855
Federal Supplemental Education Opportunity Grant (FSEOG) ' $10,556
Federal Work Study (FWS) $2,206
Federal Perkins Loan $23,438
William D. Ford Federal Direct Loan Program (Direct Loan)

Direct Subsidized Loan $437,261

Direct Unsubsidized Loan $508,522

Direct PLUS Loan $83,070

Default Rate FFEL/DL: 2009
2008
2007

Default Rate Perkins: 2009
2008
2007

0%
2.7%
6%

12.8%
9.3%
8.8%
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B. Scope of Review

The U.S. Department of Education (the Department) conducted an off-site program
review at Saint Luke’s College of Health Sciences (St. Luke’s) the week of February 29,
2012. The review was conducted by Mrs. Lisa Hoskins and Mr. John Nading.

The focus of the review was the institution’s compliance with federal requirements for
the period of 06/30/2010 through 06/28/2011, during which St. Luke’s lost eligibility to
participate in the Title IV, HEA programs. The review consisted of an examination of St.
Luke’s disbursement records for the time period indicated

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence
of statements in the report concerning St. Luke’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 St. Luke’s of its obligation to comply with
all of the statutory or regulatory provisions governing the Title [V, 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 letter.

C. Findings

During the review, one area of noncompliance was noted. Findings of noncompliance
are referenced to the applicable statutes and regulations and specify the actions to be
taken by St. Luke’s to bring operations of the financial aid programs into compliance
with the statutes and regulations. '

Finding 1.  Ineligible Location

Citation: A Program Participation Agreement (PPA) conditions the initial and
continued participation in of an eligible institution in any Title IV, HEA program upon
compliance with the provisions of regulations set forth in 34 C.F.R Part 668, the
individual program regulations, and any additional conditions specified in the PPA that
the Secretary requires the institution to meet. 34 C.F.R § 668.14(a).

To continue participation in the Title IV, HEA programs, an institution must demonstrate
to the Department that, after a change in ownership and control, the institutions qualifies
to be certified to participate under 34 C.F.R Part 668, Subpart B, per 34 C.F.R. §
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600.31(a)(3)(it). In addition, pursuant to 34 C.F.R. § 668.13, in order for the Department
to certify an institution to participate in the Title IV, HEA programs, the institution must
meet the standards of financial responsibility set forth at 34 C.F.R. § 668.15 and 34
C.F.R. § 668, Subpart L, as well as the standards of administrative capability set forth at
34 C.F.R. §668.16.

Following expiration of a PPA, an institution may no longer participate in any of the
student financial assistance programs authorized pursuant to Title IV of the Higher
Education Act of 1965, as amended, 20 U.S.C. § 1070 et, Seq. (Title [V, HEAL
programs).

Noncompliance: The Department denied St. Luke’s application for a change of
ownership or structure based upon the institution’s failure to provide an audited “same
day” balance sheet showing the financial position of the institution as of the date of the
ownership change, prepared in accordance with GAAP and audited in accordance with
GAGAS. St. Luke’s was first notified of the need to submit such an audited balance sheet
in the Department’s Preacquisition Review letter dated May 20, 2010. In that letter, St.
Luke’s was advised that the audited “same day” balance sheet needed to be submitted by
the expiration date of the institution’s TPPA. The TPPA expired on June 20, 2010.

Subsequent communication between the School Participation Team and St. Luke’s served
as additional notices to St. Luke’s that an audited “same day” balance sheet must be
submitted. Based on a notification from St. Luke’s, the institution had no plans to submit
an audited “same day” balance sheet that meets the requirements outlined in the
Department’s Preacquisition Review letter of May 20, 2010.

As a result of the denial of St. Luke’s application for a change of ownership or structure,
St. Luke’s eligibility to participate in the Title IV, HEA programs ended June 30, 2010,
the date that St. Luke’s temporary provisional Program Participation Agreement (TPPA)
expired. .

Required Action:  St. Luke’s is welcome to respond to this report, but no action is
required. St. Luke’s may be liable for Federal Pell Grant funds disbursed during the
ineligible period, plus any losses incurred by the Department in the Direct Loan Program.
The Final Program Review Determination letter will establish actual liabilities.

Appendix A outlines the student specific disbursements that St. Luke’s made during the
2010-2011 award year, organized by program. Appendix B shows the total Title IV, HEA
funds disbursed by program that will be considered when establishing liabilities.
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@/& Saint Luke’s
L IE] College of Health Sciences
December 19, 2012

Ms. Lisa Hoskins

U. S. Department of Education
Kansas City Team

8930 Ward Parkway, Suite 2028
Kansas City, MO 64114

RE: Program Review Report
OPE ID: 00978200
PRCN: 201220727828

Dear Ms. Hoskins,

| write in response to the Program Review Report for Saint Luke’s College of
Health Sciences (the “College”) dated November 20, 2012. In light of the particular
circumstances at hand and the history of the College’s communications with the
Department of Education, the College requests that the Department consider
additional information concerning its finding of noncompliance.

In summary, in an effort to meet accreditation and Department requirements, the
College has undergone substantial changes over the last several years. Despite the
dramatic impact of those changes on the College, the Department has acknowledged
the College's overall compliance with requirements throughout.

The one exception has occurred in the area of audited financial statements. The
College has provided transparent financial statements throughout its transition, and
has discussed the best way to present financial statements with the Department on
several occasions. But the College was late in providing a same day balance sheet
and separately audited statements.

The College expects that a review of the full circumstances and history here —
described below — will reveal that the. College acted appropriately, relying on
communications with the Department and meeting other requirements throughout the
College’s transition. Therefore, the College requests a waiver of any repayment
requirement that. may be contemplated in the Department's Final Program Review
Determination.

History

a. The Higher Learning Commission Requires a Change in Ownership

In November 2008, the College underwent a standard quality assurance review
and site visit by its accrediting agency, the Higher Learning Commission (the

kep-42683% Westport Road, Kansas City, MO 64111 ¢ B16-932-6700 ¢ B16-932-6761 FAX # saintlukescollege.edu
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“Commission”). The College received the Report of the Comprehensive Evaluation
Visit on January 9, 2009, see Exhibit 1. There are no areas where the College did not
meet the Commission’s criteria. However, the Commission did find one area where
follow-up was needed - the area of governance. The Commission indicated that the
College would need to continue to transition “from being viewed as a department of
Saint Luke's Hospital to an independent college affiliated with but separate from and
supported by Saint Luke’s Hospital.” The Commission stated that a follow-up Focused
Visit would be scheduled for the Fall of 2011-12 to ensure that the College had indeed
separately incorporated and that its Board was functioning in @ manner indicative of an
independent institution of higher education.

in order to accomplish separate incorporation and maintain its accreditation with
the Commission, the College undertook a lengthy process involving many procedural
steps; this included drafting new Articles of Incorporation for the College, drafting new
bylaws for the College Board, drafting plans for separating the College's financial
systems (including payroll and other standard accounting functions) from the
Hospital's system — and then obtaining approval from Saint Luke's Hospital to begin
the separation process.

The College made great strides in preparing for this separation from January 9,
2009 until April 15, 2010 when it filed its E-App with the Department to obtain a pre-
acquisition review of the required Change in Ownership, see Exhibit 2. Unfortunately,
once the application was filed, the College experienced several set-backs in obtaining
the financial reporting documentation required by the Department. :

b. College Efforts to Compile Supporting Documentation

To meet all of the Department's requirements for approving the Change in
Ownership, the College, through its legal counsel, began contacting the Department
via phone and e-mail for guidance shortly after the E-App was filed. Because the
College was a new entity, it was noted that the College would not have the required
two years of financial statements and, so, the College would need a letter of credit for
25% of the College's most recent Title IV funding. When the College approached its
financial institution to obtain this letter of credit, the financial institution was unfamiliar
with such a transaction and required additional information. The College, through its
legal counsel, inmediately contacted its Department contact, Mr. Roy Chaney, to
ensure compliance with the required financial information, see Exhibit 3.

On May 19, 2010, the Department provided the College with a Preacquisition
Review Letter, outlining the letter of credit requirements, see Exhibit 4. The letter
further indicated that, once the application was completed, a Temporary PPA would
be issued for a one-month period following the date of separate incorporation. The
letter further indicated that the Temporary PPA could be extended on a month-to-
month basis and the College would need to supply the following pieces of information,

in summary:

KCP-4284035-5




A *same day” balance sheet showing the financial position of the institution,

as of the date of the ownership change;

« Approval of the change in ownership from the state;

« Approval of the change in ownership from the institution's accrediting
agency;

« A Default Management Plan if the institution is not exempt;

« A copy of the purchase agreement between the buyer and the seller and
related agreements;

« A copy of the institution’s student handbook and/or catalog; and

« Copies of the institution’s written policies for: (1) Returns of Title IV Funds;

(2) institutional refund policies; (3) satisfactory academic progress (SAP);

and (4) admissions.

Since many of these categories require input from other agencies, Saint Luke's
Hospital and/or other outside resources, the College began compiling this information
as quickly as possible, even though it had not yet received its Temporary PPA.

As indicated in its E-App, the College filed its Articles of Incorporation and
separately incorporated from its parent institution on May 28, 2010.  On June 7, 2010,
the College sent its notification letter along with its new Articles of Incorporation and
the initial draft of the letter of credit from Bank of America, to the Department; a copy
was forwarded to Mr. Chaney on June 10, 2010, see Exhibit 5."

c. The Department Issues a Temporary PPA and Indicates a Continuing
Extension while the Colleqe Persisted in Efforts to Secure Full Compliance

The Department began the process of issuing a Temporary PPA. The Department
informed the College that the Temporary PPA would be issued covering the period
from May 28, 2010 through June 28, 2010.

The Commission épprdved the College's Change of Control application on June
29. 2010, see Exhibit 7. As this was the third item requested above, the College
promptly forwarded this letter to the Department.

On June 30, 2010, the Department informed the College that, due to Departmental
personnel delays, the Department would not issue the Temporary PPA until after it
was already expired see Exhibit 8. Based on this conversation, the College
understood that it would retain ability to extend the Temporary PPA on a monthly
basis while waiting for final approval of its Change of Control application, as described
in the Department's May 19, 2010 letter; the College also understood that it could
continue ta work on compiling the remaining items noted above while the Department
was executing the Temporary PPA. The Department issued the Temporary PPA on
July 7, 2010 (with an expiration date of June 30, 2010), see Exhibit 9:

' The College provided the Department with the official letter of credit from Bank of America on
June 14, 2010, see Exhibit 6.

KCP-4284035-3




The Department continued to work with the College in its efforts to complete the
details of the separate incorporation. From July 13, 2010 through July 15, 2010, the
College’s legal counsel and the Department exchanged e-mails regarding the one
remaining documentation that the College needed to supply: the same day balance
sheet, see Exhibit 10. The College explained that it was still transitioning from being a
division of the Hospital to being a separate corporation and that it was still in the
process of setting up its own system for accounting, payroll, finances, etc. The
College did offer to provide a quasi-income statement dated May 31, 2010 (with a
supplement at the end of each month with the current month-end information) and
then a final submission of the audited same day balance sheet once its new system
was in place.

The only feedback the College received was a request for the exact date that the
College’s financial system would go live and the final documentation could be
provided. The College understands that it had not yet submitted the requested
balance sheet because of transition challenges, but it was the College's understanding
that they were working with the Department to provide the needed information while
still participating in the program. The Department gave no indication that the College's
Temporary PPA had expired and would not be renewed.

The College continued candid disclosure of all available financial information. On
July 20, 2012, the College, through its legal counsel, provided updated information to
the Department as follows:

To summarize, prior to the change in ownership, Saint Luke's College was
operating as a department of Saint Luke’s Hospital. As of May 28, 2010, a brand
new entity was formed and the legal change in ownership occurred to allow Saint
Luke's College to become an independent nonprofit corporation, whose sole
member is Saint Luke's Hospital. This was done at the recommendation of the
College's accrediting body, the Higher Learning Commission “HLC,” and approved
by the HLC at their June meeting. Since May 28" the College’s transition team
has been earnestly working through the many necessary steps to create its own
system for accounting, payroll, finances, etc. that is on track to go live on August
20", Once the system goes live and the month-end closing procedures occur, the
College will be able to produce to the Department a frue original balance sheet by
September 17", : -

Prior to September 17", the College can provide to the Department a quasi-income
statement dated May 31, 2010 for the division/department of Saint Luke’s Hospital
that is solely comprised of Saint Luke's College and that it continues to financially
operate under. Until the new system goes live, the College can continue to provide
this statement after the closing of each month's financials in order to provide the
Department with a financial picture of the College.

See Exhibit 11.
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On September 1, 2010, early in the 2010-2011 academic year, the Department
responded to the College's July 20, 2010, proposal by requesting the following
additional information in summary: (1) approval of the CIO from the Missouri State
Board of Nursing; (2) Audited day one balance sheet; and (3) 501(c)(3) documentation
from the IRS, see Exhibit 12. This letter further states:

Additional documentation may be requested at a future date. Be advised that your
institution's Temporary Program Participation Agreement (TPPA) with the
Department expired on 7/1/10 and, at present, no final decision has been made as
to how long the Kansas City School Participation Team will continue to extend your
institution’s eligibility to participate in the Title IV programs.

Thus, this letter confirmed what the College already understood — that the
Department was extending the College's eligibility to participate in Title [V programs.
In reliance on this confirmation, as well as -the Department's continuing
communications, the College continued to administer Title IV funds as required by the
Department. Specifically, the College continued to disburse grants and loans to
students for the school year.

Working on the understanding that the Department was working with the College to
complete technical information while extending Title IV programming, on September
29, 2010, the College, through its legal counsel, provided the following documentation:

(1) Saint Luke’s College of Health Sciences Balance Sheet dated September 1,
2010 — the first day after the College’s financial reporting system was live as
promised in previous e-mails; '

(2) September 2, 2010 letter from the Missouri State Board of Nursing preliminarily
approving the College’s change in ownership and name change. The letter
noted that the full Board would not meet until December 2010 and that full
Board approval was anticipated at that time; and

(3) A copy of the application (and necessary attachments) to the IRS requesting
501(c)(3) status, which had not yet been approved,

See Exhibit 13.

On October 1, 2010, the Department responded and requested that the balance
sheet be audited and submitted through the ezAudit system. The Department asked
why the balance sheet was dated September 1, 2010, rather than May 28, 2010,
asking whether the change in ownership actually occurred in September rather than

May, see Exhibit 14.

On October 28, 2010, the College, through its legal counsel, responded,
explaining: '

KCP-4284035-5




While the change in ownership/creation of the new entity did occur on May 28",
there was obviously not an instant separation of the operations of the Hospital and
the College as it took time for the transitional team to create the College’s own
independent system for accounting, payroll, financials, etc. As we've explained, the
College's new system went “live” on August 29" and enabled the College to
produce its own first balance sheet dated September 1, 2010 which was submitted
to the Department. During the transitional time from May 28™ until then and even
though the change in ownership had already occurred, the College continued to
operate financially as it had previously as a division of the Hospital. . .. The first
audit for the College as its own entity is scheduled to take place in January 2011.
Until that time, the College can submit via ezAudit the Hospital's audited financials
since during the transitional time it was operating as a division of the Hospital. . ..
But please let us know how the Department would like the College to proceed as
the College wishes to fully comply with the Department’s requests.

See Exhibit 15

Because the Department had communicated that it was extending the Temporary
PPA, the College continued to disperse Title IV funds and was not surprised that the
Department's follow-up came on February 4, 2011, when the following semester was
well-underway. On that date, the Department requested “documentation that will
show, conclusively, that the CIO occurred on 9/1 instead of 5/31?" See Exhibit 16.
The College viewed this request as a clear misunderstanding of its position by the
Department. As noted in the extensive history above, the College was legally
incorporated on May 28, 2010 and has not represented to the Department that any
other date should be utilized in determining the change of ownership. The College,
through its legal counsel, provided a re-iteration of its position on February 7, 2011,
see Exhibit 17.

Throughout this process, the College worked closely with Hospital staff, on which
the College depended for information relevant to the same day balance sheet. In
retrospect, it is the belief of current College management that the Hospital staff was
unfamiliar with (a) the urgency with which the College needed the relevant information
(b) how to produce a balance sheet needed for educational accreditation purposes,
~ and (c) the critical nature of Department requirements.

It was also in February 2011 that the College brought in a new Chief Financial
Officer, who recognized the seriousness of this matter when the Department had
issued its Denial of the College’s Change in Ownership in early March 2011. At the
direction of the new Chief Financial Officer, the College immediately retained Emnst &
Young to audit its financials and produce — on an expedited basis at great added
expense — the requisite same day balance sheet. The College delivered the same
day balance sheet to the Department on March 29, 2011
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d. The Department Retroactively Denies Change of Ownership Based on
Same Day Balance Sheet

On March 3, 2011, the Department issued its Denial of the College’'s Change of
Ownership, see Exhibit 18. The Denial letter indicated that the College’s participation
in the program ended on June 30, 2010 when its initial, retroactively-issued TPPA
expired. The only reason cited in the letter for denial of the application is that the
College had not submitted an audited same day balance sheet. By the time this
information was received, the College had disbursed Title IV aid for the 2010-2011
academic year. The College did not award or disburse further aid until the
Department reinstated the College's eligibility to participate in the Title IV programs as
of June 29, 2011.

“ On March 29, 2011, the College filed an Appeal of the Denial of Change in
Ownership, which details the procedural history outlined above and requests that the
denial be overturned, see Exhibit 19.

As the Appeal indicates, the College had expedited auditing to meet Department
requirements. In line with its standard business practices, the College had been
undergoing an audit for the previous fiscal year of January 1, 2010 through December
31, 2010. Because of the extenuating circumstances and urgency of the Appeal (and
because of the availability of the data at that point), the College provided an audited
balance sheet for the dates as of the change in ownership, May 28, 2010, see Exhibit
20. The Appeal also included the March 15, 2011, IRS notification that approved the
College to operate as a 501(c)(3) corporation, see Exhibit 21. As noted in the Appeal,
with receipt of these two documents, “all items that the SPT identified as being
outstanding have now been completed.”

On November 20, 2012, the Department issued its Preliminary Program Review
Report, which indicates that the College was not eligible to participate in the Title IV,
HEA programs from June 30, 2010 to June 28, 2011 and that Saint Luke’s may be
liable for Federal Pell Grant funds disbursed during the ineligible period, plus any
losses incurred by the Department in the Direct Loan Program.

Request for Waiver of Repayment

As stated above, the College did not receive nofification that it was not eligible to
participate in Title IV programs until March 3, 2011, and that the denial would be
retroactive to June 30, 2010. Up until this notification and based on the extensive
communications outlined above, the College believed that it was working with
Department representatives to provide the needed information to complete this
lengthy and detailed project, which was required for continued accreditation. While
the College acknowledges that it disbursed Title IV aid for the fall 2010 and spring
2011 semesters, it did so in good faith that it was still eligible to participate in the
programs.
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At all times since this process began, the College has made every effort to meet
the requirements of all of the necessary agencies to complete its separate
incorporation and remain eligible to participate in Title |V programs. These efforts
include filing documentation with the following agencies:

the State of Missouri to become a separate corporation;

the Higher Learning Commission to approve the Change in Control;

the Internal Revenue Service to become a separate 501(c)(3) corporation; and
the Missouri Department of Higher Education to approve the Change in Conitrol.

e 4 & &

In addition to working with these agencies, the College was working with the
Hospital to ensure a seamless transition for the College faculty, staff and students. As
such, there were many new processes that could not be implemented until after the
official separate incorporation date of the College. One such process is the financial
reporting for the College, as stated in the numerous e-mails to the Department noted
above. As soon as audited financial information was available, the College provided it
to the Department.

While the College was working to transition to a separate entity, it maintained strict
adherence to the Title IV program regulations. In fact, there is no claim of any bad act
on the part of the College with regard to administration of the Title IV programs during
the period in question — or any other period in which it has participated. The students
who received Pell Grant or other federal aid monies during the time in question were
all eligible to receive said funding. There are no claims of fraud, waste or abuse of
any Title IV program and the College continues to receive ftraining via webinars,
conference attendance, etc. to be certain it meets federal aid compliance. The
College has never been out of compliance with the Department or any other agency’s
requirements until this Change of Control, which was mandated by the Commission.

The College does acknowledge the delay in providing information in a certain form.
However, during that delay, the College proceeded under Department indication that
the College's Title IV eligibility was intact, and that it should continue to serve its
students — wholly eligible students — through Title IV programs.

Saint Luke's College of Health Sciences has been in operation for over 100 years
and is known as a quality institution that has a reputation for producing excellent
nurses. This is evidenced in many ways, including but not limited to, the 100%
NCLEX pass rate of its students in 2009, the 97% NCLEX pass rate of its students in
2010, and the fact that there are 10 applicants to every one opening at the College

‘each year.

However, the results of repayment of the Pell Grant funds and other Title IV funds
disbursed during the time in question would be catastrophic to the College and could
jeopardize its ability to continue to serve its constituents at the same level of
excellence while maintaining a competitive edge in its marketplace. The College
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would have little choice but to dramatically increase tuition costs and/or reduce its
faculty and staff to offset for the shortfall that would be caused by this repayment. The
College does not believe that this would be in the best interest of its students, faculty,
staff or the community it serves.

Because of the apparent misunderstanding between the College and the
Department, outlined above, and because the College’s 2010-2011 disbursements
were understandable under the circumstances, the College requests a waiver of
repayment of any Title IV funds based on the Denial of Change in Ownership. The
College is eager to work with the Depariment to resolve this issue.

Dean L Hubbar
President
Saint Luke's College of Health Sciences
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Accounting Document - Prior Year Monetary Recovery (AD-PYMR)

Institution: Saint Luke's College of Health Sciences
City, State: Kansas City, Missouri
PRCN: 20727828
TIN: 272716128
DUNS: 968787841
' 7- Kansas
Reviewer: Lisa Hoskins Region: City Date: 10/23/13
Section A - Use if no adjustments are being made in COD
Programs Type Amount Funding Code | Object Class
Federal Pell Grant Principal $ - 3220RNOYR 69017
(Closed AY) Iinterest $ - 1435RNOYR 64020
ACG Principal 3 - 3220RNOYR 69017
Interest $ - 1435RNOYR 64020
National SMART Principal $ - 3220RNQYR 69017
Interest $ - 1435RNOYR 64020
FSEOG (No FISAP Principal $ - 3220RNOYR 69017
Corrections) Interest $ - 1435RNOYR 64020
FWS (No FISAP Principal | $ - 3220RNOYR 69017
Corrections) Interest $ - 1435RNOYR 64020
Direct Loan and Principal $ - 4253XNOYR 53020 or 53010
Direct Loan EAL Interest $ - 4253XNOYR 53040
FFEL and Interest/ [ $ - 4251XNOYR [ 53020
FFEL EAL SA/EAL
[ Federal Perkins [ Principal [ $ - | 2915RNOYR | 53054 ]
Section B: Use if the Institution is instructed to make adjustments in COD
Amount G5 Program
Award # *
2010- Principal $42,427.00 3875FNOYR | 69020 | POB63P 105339
Pell, ACG, SMART, 2011
TEACH Pell Grant
2010- Imputed $955.00 1435RNOYR | 64020 | PO63P105339
2011 Interest
Pell Grant
Award Principal $ - 3875FNOYR 69020 | N/A
Direct Loan (do Year
not use for Award Imputed $ - 4253XNOYR | 53040 | N/A
estimated loss) Year Interest
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