January 6, 2015

Mr. Dean Johnston, CEO

Santa Barbara Business College Certified Mail
5777 Olivas Park Drive, Suite A Return Receipt Requested
Ventura, CA 93003 #: 70070710000106742820

RE: Final Program Review Determination
OPE ID: 02577500
PRCN: 201320928192

Dear Mr. Johnston:

The U.S. Department of Education’s (Department’s) San Francisco/Seattle School Participation
Division issued a program review report on November 7, 2013 covering Santa Barbara Business
College’s (SBBC’s) administration of programs authorized pursuant to Title IV of the Higher
Education Act of 1965, as amended, 20 U.S.C. §§ 1070 et seq. (Title IV, HEA programs), for the
2011-2012 and 2012-2013 award years. The institution’s original response was received on
February 5, 2014 and the final response was received on December 2, 2014.

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

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

Appendix A to the program review report, Student Sample, contains personally identifiable
information and will be emailed to SBBC as an encrypted WinZip file using Advanced
Encryption Standard, 256-bit. The password needed to open the encrypted WinZip file will be sent
in a separate email.

Program records relating to the period covered by this program review must be retained until the
later of: the resolution of the loan(s), claim(s) or expenditure(s) questioned in the program review
[34 C.F.R. § 668.24(e)(3)(1)] or the end of the retention period applicable to the record [34
C.F.R. § 668.24(¢)(1) and (e)(2)].
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If you have any questions please call Tracy Simmonds at (415) 486-5688.

Sincerelv.

(bX6)

(L

Martina Fernandez-Rosario
Division Director
San Francisco/Seattle School Participation Division

Enclosures: Final Program Review Determination (with attachments)

cc: Ms. Gabriela Luquin, Financial Aid Director

California Bureau of Private Postsecondary Education

Accrediting Council for Independent Colleges and Schools

Department of Defense (sent by e-mail to osd.pentagon.ousd-p-r.mbx.vol-edu-
compliance@mail.mil)

Department of Veterans Affairs (sent by e-mail to INCOMING.VBAVACO@va.gov)

Consumer Financial Protection Bureau (sent by e-mail to
CFPB_ENF_Students@cfpb.gov)
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A, Ipstitutional Information

Santa Barbara Business College
34275 Monterey Avenue
Rancho Mirage, CA 92270-6030

Type: Proprietary

Highest Level of Offering: Bachelor’s Degree

Accrediting Agency: Accrediting Council for Independent Colleges and Schools

Current Student Enrollment: 231

% of Students Receiving Title IV: 98% (2012)

Title IV Participation per U.S. Department of Education Records:

2011-2012
Federal Pell Grant Program (Pell) $3,598,044
Federal Direct Loan Program — Subsidized $3,970,828
Federal Direct Loan Program — Unsubsidized $2,704,908

Default Rate FFEL/DL: 2011 9.1%
2010 8.3%
2009 17.4%

2010-2011

$6,185,160
$4,801,080
$4,274,304
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B. Scope of Review

The U.S. Department of Education (the Department) conducted a program review at
Santa Barbara Business College (SBBC) from February 25, 2013 to March 1, 2013. The
review was conducted by Tracy Simmonds and Anna C. Archila.

The focus of the review was to determine SBBC’s compliance with the statutes and
federal regulations pertaining to SBBC’s administration of Title IV programs. The
review consisted of an examination of SBBC’s policies and procedures regarding
institutional and student eligibility, individual student files, and academic files for the
2011-2012 and 2012-2013 award years.

A sample of 30 files was identified for review from the 2011-2012 and 2012-2013 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
program review. A Program Review Report was issued on November 7, 2013.

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence
of statements in the report concerning SBBC’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 SBBC 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 2. Misreporting of 90/10

Finding 3. Early Disbursement of Direct Loans

Finding4.  Inadequate (Financial Aid) Credit Balance Authorization Form
Finding 5.  Noncompliance with Protection of Personally Identifiable Information

SBBC has taken the corrective actions necessary to resolve Findings ##2, 3, 4, and 5 of
the Program Review Report (PRR). Therefore, these findings may be considered closed.
Appendix B contains the institution’s written response related to the resolved findings.
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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 SBBC’s response to the finding, and the
Department's final determination for that finding. A copy of the PRR issued on
November 7, 2013 is attached as Appendix A.

Finding 1. Misrepresentation of Direct Loans

Citation Summary: 34 C.F.R. § 668.71 contains the following definitions:
Misrepresentation (in pertinent part): A misleading statement includes any statement
that has the likelihood or tendency to deceive. This regulation further defines
“substantial misrepresentation” as: Any misrepresentation on which the person to whom
it was made could reasonably be expected to rely, or has reasonably relied, to that
person’s detriment.

As an example of substantial misrepresentation, 34 C.F.R. § 668.73 states the following:

Misrepresentation concerning the nature of an eligible institution's financial charges
includes, but is not limited to, false, erroneous, or misleading statements concerning—

(a) Offers of scholarships to pay all or part of a course charge,

(b) Whether a particular charge is the customary charge at the institution for a

course;

(c) The cost of the program and the institution's refund policy if the student does
not complete the program,

(d) The availability or nature of any financial assistance offered to students,
including a student's responsibility to repay any loans, regardiess of whether
the student is successful in completing the program and obtaining
employment; or

(e) The student's right to reject any particular type of financial aid or other

assistance, or whether the student must apply for a particular type of financial

aid, such as financing offered by the institution.
34 CFR § 668.16(h), Standards of Administrative Capability, requires that an institution
provide adequate financial aid counseling to eligible students who apply for Title IV,
HEA program assistance.

Noncompliance Summary: SBBC misrepresents the nature of its financial charges by
failing to disclose all relevant Direct Loan Program information in its SBBC College
Loan - Loan Comparison Chart. In this Chart, SBBC compares its institutional loan
provisions with those of the Federal Direct Unsubsidized Stafford/Ford Loan Program.
However, the comparison is unfairly presented in that not all Direct Loan provisions,
particularly those which make the Direct Loan Program more atlractive than some
private loan programs, are set forth for comparison. For example, the Federal Direct
Loan Program offers flexible repayment plans, such as income-based repayment plans,
while the SBBC loan program does not. In addition, interest on a Federal Direct Loan
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may be deductible on an income tax return, but may not be for an SBBC loan. Further,
the Federal Direct Loan Program has forbearance and deferment provisions, loan
forgiveness programs, and cancellation options if a borrower meets certain criteria, none
of which are set forth for comparison in the Chart.

In addition, SBBC instituted improper barriers to its students’ receipt of Direct Loans
because it requires its students to follow additional procedures in order to apply for
Direct Loans instead of SBBC Loans, including the filing of a “Living Expense Request
Package.”

Required Action Summary: SBBC was required to revise the consumer information
provided to students so that complete information on the Federal Direct Loan Programs
is provided. SBBC was required to provide a copy of all of its revised consumer
information in response to this finding. In addition, SBBC was required to review the
regulatory requirements governing misrepresentation to ensure that it does not mislead
or confuse students regarding financial options. Misrepresentation is a serious finding
that may lead to the recommendation that a fine be levied against an institution for such
misrepresentation.

SBBC was advised that, effective immediately, the institution must stop requiring students
to follow the additional procedures outlined in the Living Expense Request Package.
Additionally, SBBC must inform students of Federal Direct Loan limits at the time of
[inancial aid counseling.

SBBC’s Response: As of July 1, 2012, SBBC no longer offers the SBBC Loan Program
and students no longer receive the Loan Comparison Chart. Consumers continue to
receive complete information about the Federal Direct Loan Programs, including the
Federal Direct Unsubsidized Stafford Loan, from the Federal Direct Master Promissory
Note, and the SBBC Catalog. In addition, SBBC has all borrowers, regardless of whether
they are first-time borrowers or previous student loan borrowers, attend an Entrance
Counseling session, complete an Entrance Counseling Test and receive the Federal
Student Aid Entrance Counseling Guide for Direct Loan Borrowers booklet before funds
are disbursed.

SBBC has revised its Living Expense Policies and Procedures and its “Living Expense
Request Package.” Students are now only required to provide a written explanation of
his/her intended use of funds, including an explanation regarding his/her need for the
funds. The College encourages the student to read and complete EdFund’s Budgeting
and Credit Workbooks, but completing the workbooks is no longer required. Moreover,
students are also encouraged to consider other funding resources such as scholarships,
unemployment benefits, and federal work study. However, these additional funding
resources are also solely recommendations. Non-completion of these recommended
items in no way impacts the student’s ability to request and receive the living expense
funds the student is entitled to.
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A copy of the College’s revised Living Expense Policies and Procedures was attached to
SBBC’s responses to the PRR. A copy of the College’s revised “Living Expense Request
Package” was also attached.

Final Determination: This finding cited SBBC for misrepresentation of direct loans.
The Department carefully reviewed all information provided in response to the finding.
In response, SBBC stated that it understands the Department’s finding; however, SBBC’s
“only intention was to comply with the Department’s guidance; ensuring that students
were borrowing responsibly. More specifically, SBBC established the ‘Living Expense
Request Package’ in an effort to reduce student over borrowing and to ensure that
borrowers would have the means to repay their loans.” The statements made in SSBC’s
response to the PRR and corrective actions did not fully address the requirements of
ensuring that students are not misled or confused regarding their financial options or
misinformed of the Federal Direct Loan limits at the time of financial aid counseling.

On November 24, 2014, SBBC was asked to provide the Department with policies that
clearly state that private loans are only offered up to the cost of attendance after students
have been offered the full amount of Federal Direct Loan(s) that they are eligible for. On
December 2, 2014, SBBC submitted an adequate document to the Department entitled
“SBBCollege Awarding Aid — Policy & Procedure” which states (in the fifth paragraph)
“In addition, the full amount of Direct Loans that the student is eligible for will be
offered before any private loans are offered to the student. At no time will a student be
offered a private educational loan before all federal Direct Loan program eligibility is
reviewed with the student and parent, if appropriate.”

As stated previously, misrepresentation is a serious finding that may lead to the
recommendation that a fine be levied against an institution for such misrepresentation.
SBBC’s staff must have a clear understanding of its Awarding Aid Policy & Procedure
and ensure that it is followed. Future instances of non-compliance may result in SBBC
being referred to the Administrative Actions and Appeals Service Group for possible
adverse action.
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D. Appendices
Appendix A: Program Review Report dated November 7, 2013

Appendix B: SBBC’s Written Responses to the Program Review Report (including follow-up
letters/documents)
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Appendix A

Program Review Report dated November 7, 2013
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Mr. Dean Johmston/President Certified Mail
Sants Barbara Business College Return Receipt Requested
5300 California Avenue #: 70070710000 0675048 ]

Bakersfield, CA 93309-1664

RE: FProgram Review Report
OPE ID: 02577900
PRCN: 201320928192

Desr Mr. Johnston:

From February 25, 2013 through March 1, 2013, Tracy Simmonds and Anna C. Archila
conducted a review of Sants Barbera Business College’s (SBBC's) administration of the
programs authorized pursuant to Title IV of the Higher Education Act of 1965, as amended, 20
U.8.C. §§ 1070 et seq. (Title IV, HEA programs), The findings of that review are presented in
the enclosed report.

Findings of noncomplisnce are referenced to the applicable statutes and regulations and specify
the ection required to comply with the statute and regulations. Please revicw the report and
respond to each finding, indicating the corrective actions taken by SBBC. The response should
include a brief, written parrative for cach finding that clearly states SBBC"s position regarding
the finding and the corrective action taken to resolve the finding. Separate from the writien
narrative, SBBC must provide supporting documentation as required in cach finding.

Please note that pursuant to HEA section 498A(b), the Depaxtment in required to:
(I)mdemhmmummndaqumummwwm«wmdmmwmy
proliminary program review report’ and relevant matorfals related 1o the report before any
fina] program review report is issued;
(2) review and take into consideration an institution's responss in any final program review
report or audit determination, aad include in the report or determination =
& A written statement addressing the institution’s response;
b. A written statement of the basis for such report or determination; and
¢. A copy of the institution’s response,

The Department considers the inatitution's response o be the written narrative (to includs e-roail
communication). Any supporting documentation submitted with the institution's written
response will not be attached to the FPRD. However, it will be retained and avallable for
inspection by SBEC upon request. Copies of the program review report, the Institution’s

" A “preliminary* program review report s the program wﬂwupon The Department’s final program review
Raview Determination (FPRD!

report |y the Final Program
FederalStudentAld

Aw OFFIOE of Ihe V.0, BAPARTWANT of LOUGATION
50 Beale Street, Sulte 9800, San Francisto, CA 54105-1863

StudeéntAld.gov
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Santa Barbara Business College
OPE ID: 02577900

PRCN: 201320928192
Page20f2

response, snd any supporting documentation may be subject to release under the Freedor of
Information Act (FOIA) and can be provided to other oversight entltles aficy the FPRD is issucd.

The institution’s responsc should be sent directly fo Tracy Simmonds of this office within 90
calendar days of receipt of this letter.

Protection of Personally 1dentifiable Information (PII):
Pl is eny 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 Joss of PLI 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. Instcad, each finding references
students only by e student number created by Federal Student Aid. The student numbers were
essigned in Appendix A, Student Sample. The appendix was encrypted and sent scparately to
the inetitution via e-mail. Please see the enclosure Protection of Personally Identifiable
Mmﬂmhmmwmmdnswhmmwﬁsbcpmmormquinddmf
documents containing PII.

Record Retention:

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

Wewmﬂdﬁbmmwmcinimforhmmay and cooperation extended during the
review. Please refer to the above Program Review Control Number (PRCN) in all
comrespondencs releting to this report. If you have any questions concerming this report, please
contact Tracy Simmonds et (415) 486-5688 or Trucy.Simmonds@ed. gov.

Sincerely,

(b)(®)

. Palumba, Fd.D.
Complignce Manager

¢0; Ms. Gabriclla Luguin, Financial Ald Administrator

Enclosures:
Protection of Personally Idertifiable Information

Program Review Report
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Prepared tor
Yanta HarbaraBusiness College : SN

OPL ID: 02577900
PRCN: 201320926192

Propared by
U4, Departnsant of Education

Federal Student Ald
San Francisco/Jeattls Schuol Purticipation Division

Program Review Report
November 7, 2013

30 IBeale Suwesd, Snlte 9800, Sxn Peanolaco, CA 94104-1863
SnadentAid yov i
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Sunta Burbare Busincu Collsge
OPC ID: Q2577900
FRCK: 201320028192

Puge 2

A. Institwtional Infermatisn

Sanla Burhara Bueness College

34278 Morerey Averue

Rancho Mizage, CA 92270-6030

Type: Propeictary

Highest l.evel of Offering: Bachskor Degree

Aceroditing Agoney: Accnditing Council for Indopandent Colloges snd Schools

Cur-ent Student BEnrollment: 231
% of Students Recciving Thlc IV; 98% (2012)

Tithe 1V Partivipalion per (.S, Depurtmonl of Vducation Revorida:

2011-2012
Fodeml Pzil Greut Program (P2il) $3,598,044
Tolerul Direst Losn Progrom - Subwidizel $3,970.828

Tadesul Threct Taun Progren - Unsubsidized $2,704 908

Defwult Rowc MFEL/DL: 2011 Y.1%
2010 8.3%
Mp  17.4%

2201t

$6,185,160
$4,801,080
54,274,304



Santa Barbara Business College
OPE ID: 02577900
PRCN: 201320928192

Page 15

Santw Berburu Business College
OPLC ID: 02577900

PRCN: 201320y2K 142

Puge 3

. Beope of Review

The U.8. Department of Education (the Department) conducled a progracn revicw at Santa
Batbara Business College (SBAC) from Nebruary 23, 2013 w March 1, 2033, The TEVITW Wi
conductad by Tracy Simmonds md Anna C. Arcaila.

The foeus af (ha review was to detemnine SBBC's complimmes with (e statules and foderal
repulittions pertiining to SBBC's sdwmintstnation nf Tille TV progeauts, The review conydsled ol
an examination of SBRC"s gulicies ml provedures regarding institutional ind student eligihlity.
Ledividus] studant fles, und acudenic files far the 20712012 and 2012-20 13 uwurd years.,

A sumplie o130 (e was identidied for review Irom the 207 1-2012 and 2012-2013 awned yeury.
The 1iles were selceted mrdomly from ustatisicul sample of the total population reveiving Tile
[V, HEA progeom funds for sl awaird year. Appendix A lists tae namey and gouinl yecarity
numbers of the studenty whee [iles were expmnined durng the program review,

Divclaimer

Alifovgh he review was thovough, il tunnet b wumeil o be allnchisive, The shscnce uf
stacements i, the reporl convecning SBRC s specitic pmstices shdd proczdures musl nat be
constryed as avesplunie, spproval, or endorsemcut of thoss specifiy practices and procedures,
Furlwermorz, i duen ot ralleve SBBC of its obligation lo comply with a1l o1 he statitory cr
regulaluy proyisions goveming the Titde IV, TITA programs.

This roport reflecls miliu) lindings. ‘These fludlngs arc not final. The Tiepartmeat will issue it
finnl {indings iva sebseguent 1fnal #rogram Review Dewnninavian {FPR1J} ledter.

C. Findings

Druring the review, several urews ol wodcompllance were nofed, Fudings vl mencomplianes ac
vuferenved to e applicabls statutes and mgulationy und speeily the nations w be taken by SBBC
wi bringg uperationa of the fnancial ald progryme ima sompliunce with the stantes and
cepulwions,

Kinding . Misrepresentation of Dirvet Loans

Chiatinn: 34 CER. 3§ 664.7) contains the [ullowing delinitiar: Misiepresentation (In petinont
party: A misleading stiement weludes wy stulement that has the zelibeed or tendeney 1o
doceiva, This regolotion further delines "substanrlal misreprezentation” as; Any
misrepresentation on which he persai to whom it was eiads couls reuscrahly be vx proctad to
rely. ue has reasonably relied, to that porsan’s dutrimenl.
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Santa Barbara Bisiaess College
QIF 11): 02577900

PRON: 201320923192

Pagc 4

As an cxomple of substantial misrpresentotiom, 34 C.TR, § 668,73 vlates the folliwing:

Misrepresentalicn soncerning the natuee ot an eklplle maltacion’s financlal charpes includss, bt
is ool [imited to, falae, ecconeons, or mislcaing statcrncuts concerning—
ia) OfYers of scholarships to pay all or part of 4 course chiags;
(b) Whether a parteular charge is the cuslomary charge st he institution for u cowse;
(c) The cost of the progrum und the imutiLulion's eelund palivy it the sudent does not
vomplele the progrion,
1d) The availability of nature of any fiuancial assistaacs offercd to students, ineluding v
student's responsibilliy fo repay any loans, ogwdless of whithet the swdenl i
suceessful in completing the progromn £rié vtalinE emplayment; or
() The student’s right. 1 Tejews any paricular type of [inancial aid ar ather assistancs, or
whether [Le student must apply tor a particular ype of financial aid, such as financing
offered by the instittion.

34 CFIL§ 668.26(L), Standands of Admiuistative Capakility, roquires thet an iastitcsion provide
adequale financial 44 counseling Lo ligible siudenis whao apply Tor Title 1V, [TEA program
asxislanve.

Noncomplimice: SBBC misteptesents the nature of its financial changes by fulieg Lo disclase
al) televamt Thireet T.oun Progrm infirmatien in it STRC Callege Toan - Lot Comparisan
Cherl Tn [his Chart, SARC corpares its institutionnl loan provisions witts those ot the Faderal
Direwt Umsubsidized SialTord/ Ford T.oan Progiam. lowever, the conpazison iz unfalily
presanted in that natall Direct Loan provisions, particularly thoss syhieh make the Direel Lotn
1'zogram more orirnctive than soie private loan progruns, ace act forth for camparison. Far
exanple, the Pederal Dircet Loon Program offers lexible repuyment plins, suph i incorns-
bused repaymen! plans, while the SBRC lovn program Jues ool Tn uddition. inusrest om a
Fuclornl Thireet Toun muy he deduclible on ah neetie tx return, hot may not be for an SBBC
Toun. Purther, hs Fedetul 1ireet 1.oan Program has torkeacancs and defesmant v:ovisions, loau
Rorglveness pagrams, and cancellation options If a borrowor mects certaln criteria, nono of
wileh are set frth ot comparlsan fu the Chart. The Chiet 1s atachid 1o thiy Prisgrar Review
Report (PRR) as Appemddix B

I addition, §BRC insticnted impeoper barrders w fes students’ roscipt of Direet Loauy dcosuss it
requises its students 1o follow additional precedures in srder o ipply fur Tireel Touns inslead ol
SBBC Lowns. iv the “Living Brpense Raquest Pucknge,”™ tvun thuugh they hove not renched the
Tedoral Direcl Tonn limils.

Required Action: SBBC rans sovise the conzumer infarmation provided ju sludenty siy b
somplete itfbunation on the Federal Thveet Toun Programs iy provided, SN0C must provide a
cupy ol 1l ol'its revued comeumee itlormatton in response ta this findlng. [naddiclon. SBBC
wivsl ceview the regulitory nequirements goveltlng mlerepresentation w ensure thar It docs not
mislead v contise smdents regarding financial epriens. Misceprosantation i3 a serlous fiuding
thrt may Jead to the recamimandation chat a fine be levied agalnst an fustiulion for such
inisrepreseutatlon.
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Sama Bacbars Busincys Cvllege
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Page 5

Fifertive immoliulily SRBC must dop requiring sudents vo fillow the addirional procedurcs
wullinied in the Liviy Fapense Request Package, Additlonally, SBBC must inform sudents of
Pedatal Divec: Loan limits ot the time they roccive fuancie) aid connseling.

Findlng 2.  Misreporting of 90/10

Clitation: A propeiotary imtittion meels the requirement in 34 CIUIL § 668.14(b)(16) tho- at
Tenst 10 percent vf 1 revenus s derived ftom sourees other than Tltle 1V, LEA program fnds
by using the fs:amla In appendls € of tds subport ro enleulate ity reyenue pereenluge for its
Jatest complete fisenl year, Mxeept for mglitulionsl Toans made (o siucenty, the inilution must
g e gash bosis of necounting fn caleuloling its revedue percentage. ‘lhe instiotion must
comsider ws cevenue unly Biose funds it generates from-—

) ‘Cultion, foes. and other fustitutiona) vrazxges for studunty enrolled iw cligihle proyrame as
defined in 34 CIR. § 665.8;

Gi) Activitiey vondieizd by the Institaton that are necessary for the educatton and teaining
ol it studenis provided those aetivicles are

(A) Condneted on campus or at a facility urder the instimtion's conmoly

(B) Perfonmed indar the supcrvision of 4 member of the insiulion's foullys und

(C} Recuired to be porformed by ull swdents i u speei e edugationa] program L the
institution; aud

{11} Funds paidl by o siudent, or on helallal'a student by a pary vther than the inat Iwwrlon, Tor
un educution of training pepgtam that is not eligible noder 34 C.E.R. § 668.8 if the
progeacn

{A) Is approved or liccused by the appropriate statc ageneyi

¢{B) Ls accredired by an accrediting sgenay reagn’zed hy the Seeretary imider 34 C.OR.
Par, 602;

{€') Prowides an irulustey-recopniced credential or corification, ol preparcs gtudents to
1ake an examination for an ndustry-rccognized credenlsl or wonillcation issued by
an independent third parly;

i) Provides Iruining nesded lor student 10 mointadn staw licenslny requirements; o

{1%) Provicex truining ieeded o mudents to mest add:tlonal Heensing requirsments for
speclalized ralnlng for practitioucrs that alzcady mect the wenernl Mesmying
requiremncts In that ficld, 34 Q.FR, § 668,28,

Noncompliunce: SNNC insued Tide TV credit balance checks to smdents only 1o have the
siudents return the checks hack to the school. ‘Ihose checks were then considered s ‘cash
payments’ 10 the school and posted as such ou the sukicut aceount ledgers. This amovnd wis
also included in SBBC?3 90710 caloulation snd considered &s ¢ash payments (o the schuel.

For example -
Student £31: The studenr received a Stipend (credit balnnes chock) on July 21, 2011, in The

anount of $871, tlowevar, on August 19, 2011, the student icturned the same payment b the
school Lo the amovut of $871. 25 uoted on the smudeut’s Jedget cund,
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Sludleny #32: The student received a Stipend on Inly 21. 2011, in the amoumt o $3.136.
However, on August 12, 2001, the shident rorurncd the entire wmoix: fo SBRC W be paid to he
Luitive aceount.

Shudent #33; The ylule. reweived a Stipsnd on October U6, 24 . In the amount of $1,192.
Hlawever, tm Oclober 31, 2011, the smdeot returned the cutire amount to SBRC.

Student #34: Lhe studead received o Stipend on Dezember 14, 2011, in the amowr of 1,220,
Howcevee. on Janvary 6, 2012, the student returned *he entlee arounr to SBBC,

Qludent £35: The studen: raceived a Stipend on Octaber B, 2011, in the memount of 52,608,
Flawever, on November 4, 2011, tha studeas otumed 52.660 W SRARC.

‘I'he praztice of Jssuing credit halance vheeka (3tipends) to students, and then having thoss
studenly schurn the payrment o the achoal brings Into question the anthenticity of thal payment.
Tn fcl, yines these puyinents were NO'L true eredit balancea on fhs stodent weopunly, the
payment cannot be treated as a cash payment. Tcorvelly incluling tese umounts as non- Titlc
iV tevenue mlgrepreseits the 9010 mhie, bringivy inly yuestivn SBCS contioved eligibility for
participation in the Title IV, HEA progrums.

Reyuired Action; SDBC tust teconstruct the Y0710 caloulntion fw the twir oyl recendly
coipleted fiscal years to defermine o cxbart 1o which the incorrent treateent of the Stipemls
hag lmpaczod the 19%% noi-Titde IV revenne aaunt,

Tar e fiscal year ended (1Y 153 June 30, 2012, S8BBC reportec a 90710 tuliv of 86.7%, tad
#46.2% lor 1'Y1, June 30, 2011, SBBC must provide work papers tha suppert he vuleulation.
Far specific insruction ot how to properly report Uhis infurmuiiun, phease: celer 1o the Code of
tederal rezulations, Pleasc provide an Fxvel spreadihoet that shows ench smident in the Jef)
coluu and each of the enlrics in the Secdon One woiktheet, as shown in 31 CF.R. Appendi ©
10 Sub Part T3 af Purl 668 - 90¢10 Revenue Caloulation, across the top. Also, for cach studint
pleass tuleulals the Tille [V sevenue adjustment and the ¢y on stodenl pryments SBBC must
enwure that Stipenas are not ireated as non-Titlo IV fouds, if those amsunts de nol lewly represent
acredit balanee. A credit balsnoe results if (he Titke TV fimds dishursed 1o a student account is
more than thes tuilion‘oduentinnsl costs. The issuance ata Srpend check to a studixt, then
haying - shudent relur the lunds W the school, does not constitute & cush paymen,

Independent Public Acconntant's (TPA) Adtestution: STNC st engaye an (A 10 o8t the
aceurncy of the 9010 caleululion. The TPA®s procsdures must ineInde o rudom stitlstical
sampling of the baek-up documentotion vf revenne vsed for the $0410 caloulution wsing = 95%
confidente level und me wigre than & 5% ermor rte.. The TPA must cnsure (st e Stipesidy ore
107 treated as eash (non-Title 1) in the ealevlation af 9010,

Oneo SBBC's respomse i received and revizwed, vue office will provide Tarther information, it
ATy, s 10y required additional actlon relaved to the 90710 celeulation.
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Finding3.  Early Disbursewent of DMrect Loaus

Citatinonr Regulutions stutw that if'u studen: 1 ncolied in Lhe 1158l vear ol an undergraduate
progrem ol study and has nut previously received a Vederal Satford, Federnl Supplemental
1.nans for Studants, Direct S.rasldized; or Dircet Unsubeldized Loan, a schoo! may not disburse
the proceads of a Direct Suosidized or Lircet Unsubsidized Loan until 34 days aficr the fizst day
of the studcrdta program of study, 34 CF.R. § 685 203(bX4().

Noncompliancer SBRC did not cmply with the 30 day delay eequicement bz Jirst time loan
boteowets, Far seven of the 30 students reviewed, SBBC disbursed loan funds prior ro the 30
day cclay peiled.

I'or exanple -

Studend #14 was d fipn thme borrower, who staried wilending SBBC on Murch 14, 2011, Qo
April 12, 2011, thix sludenl was dishursed am Unsubsidized Tedecal Direet T.oun (D1.), tvo days

satly,

Student #15 was a first time boirosyer, who sturted attending SBBC on Avgust 2, 2010, On
August 31, 2019, this student was disbinsed w DT. and o Foderal Direel Unsubridized Toan
(UNSUB), 1wo duys early.

I'he tone was tews tor Sludents £7, 417, @19, 227, and 829, SHIBC digbuesed loon (unds to thase
tlest lime loan borowers one or 1wa doys euly.

Required Action: As evidence by the studends vited above, SBHC did not comply with the 30
duy delayed disbursument requivenaent fov 1imt lime borrowsrs, T respunse W ibis Progrum
Review Reporl (PRR), STNRC rawil proviile wdeseriplion al the provedues iL iy subyseyubntly
implemeunted to ensure compliance with this regulatory requirement, Further Instructlons, if
necessary, will be provided In the Final Prog=am Review Determination (FIPRD) Letter,

Finding4,  Tnadegnate (Finuncial Aid) Credit Rulance Authyrivation Form

Clratlon: Whenever an institulon dishueses ‘Uitle 1V, JI2A propram tinds by crodlting a
studenl's seeout xnd (he total anoun or all Tille IV, HEA program funds crodited sxvecds he
amoent of fwitivn und fees, room and board, and vther suthor a:d charges Lhe institution assessed
the studen, the institution raut pay the resullng eeedit bulance diveclly 10 the student or porent
as anon a8 possible but no later tan 14 days after the balane: ocourred IF the credit balance
ocewned atter the first day of elags of 1 payment perlod; or no later than™ 14 days aftcr the first
day of olass of 4 puyaein period if the eredit bulaucs ovcurred on or betore the first day of ¢lass
ol that puymenl period,

In order W reta'n Tifle TV Tunds oo bohal ol e student, insii lutions mukl oblain weitivn
authurivation from u stodent or pacen|, ax applicable. The nstitution may use e sLden’s or
parent’s Title 1V, [1EA program funds to pay for allowasle charges that are included in that
authorlzation. Ln ebtalning the smdent's or parent's suthaiization o reraln credit balances, au
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SnLiLition nauy nol cooreo he sudet or tha prrent. e provide thag authosizasion; mustul'ow the
student or parent o cunce! or medily that authorization at ay tme; wal st cleary explain
JLow (e will carry out trat actlyvity.

A studenr or parcnt may authorize au Institution to 0ld aredit balar.ccs for the period during
which Ihe windent iy enrollesd sl the institullon. TFa stident or parent modifies s authorization,
the mrodilicutivn Lakes efiewt at the dute the inwtiLution receives the mad licztion malics. 1'a
student or parent cancels an authorization 1e wse Thie 1V, [1EA program funds 10 pay for
nuihtadzod charges under 34 CHRL. § 668.164(d)(2), the instirntion may wse Title 1V, HEA
program funds 10 pay only thoge sutorived charges incorred by the studenl before the institulion
reveived (e notice. 117w student or purent canvebs un authorization ta held Title TV, HEA
progeam funds, the institution must pay tose Tunds directly uwthe suudent e purent as S00N as
possible bt no iater thon 14 days after the institution recedves that notice.

In additlon, if an justimtion holds oocess student fands, the instittion must:

Tdersity the amount of funds tae mstitwtion holds Sor each student o parent s a subsidiary Jodger
aceaunh, dewigned Tur thal purpose;

Maintio, at all Lines, cush in its honk wecvurd in an umuumi ul least equal Lo the wnaunt of Tunds
the Instication holds for the studem: and

Notwithstanding s authorization obtained by the institution under this paragranph, pRy auy
remwiing helanee on loan funds by the end of the losn period snd any remuining other Tills TV,
1A prugrum Tunds by the end of e Jasl puyment period in (he wwprd yeur for which Dy wese
awarded. 3 CF.R §858.164(e) and 34 C.F.R. § 668.155(b)

Noucompliance: SBBC s 4 inancied Ald Auilior izations Zovin docs nor give students au optiondo
have (heir eredif babuee retumed (o them, The form does not allow stdents to indicate thut hay
want the aplion ks reecive their crodil hulanees within the alJowable period ol time, or wllows the
institution 1 muintin the funds om Ue account.

Hequired Aefion: SBBC rust review the regulntory requirements zoverning the rerention of
eredit balauees, In 1esponss. SBBC must toview its policles and procedures to cusare that Title
TV erotit balunces are puid 10 u studeat witbin lhe veguired tmelrames o: implemenl policies und
proceduces or retenlion af studeat’pacen] credit halunces, tn weiordunce with spplicuble
sepulations: Ntudeits need 1o be givaa an aption to have their eeadit balance retirned to them cr
for e institution te remlathe ercdiv balanee. In lts response 1o ils flnd:ing, SBBC must provide
s copy of 115 rovised Finoncial Aid Arshorization ferm. Additicns] insteuctions. ifnoeessiry,
will be provided in the FPRD.

Finding5.  Noneampliance with Pracection nf Personally Tdentifiable Infarmsnion
Citation: Institutions aro 1equired to protect tac parsonally identifiable information of studenty

in avcardiie wita [he Family Cdocutionad Rights exé Poviey At of 1974 4nd implavenling
regalations, 34 C.FR Purl 99.
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Addizlonally. the Ssorctary considers wny beeach Ly the security af sudeat recotds and
snfarmalier ax a potanzinl hick o7 adminirteative sapablliyy with respsct to safcgaarding and
nrotecting the oy lidentiality ol customer information. 34 CEK § 668.16(c)

Noncompliance: SBBC failcd w propely profe; persurully identilying inlorenulion by rus
storing Its student flles in o scoured wpace,

Courrective Actiun Twken Privr to the conclugion of the gite vieit, YBBC replaced rac flling
cabing! it which the Ginancia) aid stident records were maintained, cnsuring that tho Ml were
‘sept locked and only accessi’le to school pssonne]. Therofors, SARC miy conwidor this finding
closed with no further astion required.
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Appendix A: Student Sample

Confidential — This document contains Personally Identifiable Information and has been
sent to SBBC electronically in an encrypted format.
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Appendix 1:
SRRC College T.oan - Loan Comparison Cherl
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