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December 17, 2012

Christopher Blake, Ph.D. : Shipment via United Parcel Service
President : Tracking No. 1ZA5467Y0194554407
Mount Mercy University '

1330 Elmhurst Drive N.E.

Cedar Rapids, [A 52402-4797

RE: Final Program Review Determination
OPE ID: 001880 '
PRCN: 201030727226

Dear Dr. Blake:

The U.S. Department of Education’s (Department’s) School Participation Division — Kansas
City issued a program review report on September 13, 2010 covering Mount Mercy University’s
(MMC’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 2008-2009 and
2009-2010 award years. The Department issued an Addendum to the program review report on
June 08, 2011. MMC’s response to the program review report was received on November 12,
2010. MMC’s response to the program review report addendum was received on November 10,
~ 2011. A copy of the program review report, the program review report addendum (and related
attachments) and MMC’s responses are attached. Any supporting documentation submitted with
the response is being retained by the Department and is available for inspection by MMC upon
request. Additionally, this Final Program Review Determination (FPRD), related attachments,
and any supporting documentation may be sub_] ect 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) notify MMC of a possible adverse action.
Due to the serious nature of one or more of the enclosed findings, this FPRID is being referred to
the Department’s Administrative Actions and Appeals Service Group (AAASG) for its
consideration of possible adverse action. Such action may include a fine, or the limitation,
suspension or termination of the eligibility of the institution. Such action may also include the
revocation of the institution’s program participation agreement (if provisional), or, if the
institution has an application pending for renewal of its certification, denial of that application.

Federal Student Aid

An OFFICE of the U8, DEPARTMENT of EDUCATION
School Participation Division — Kansas City
Kansas City School Participation Division _
8930 Ward Parkway, Suite 2028, Kansas City, MO 64114-3392
www.FederalStudentAid.ed.gov
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If AAASG initiates any action, a separate notification will be provided which will include
information on institutional appeal rights and procedures to file an appeal.

The total liabilities due from the institution from this program review are $102,881.

This FPRD contains detailed information about the liability determination for all findings.

Protection of Personally Identifiable Information (?II):

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. In addition, Appendices B thru I also contain PIL

Finding 12:

Final determinations have been made concerning Finding 12 identified during the program
review and are detailed in the attached FPRD. The purpose of this letter is to advise the
University of: (1) the Department’s final determinations; (2) final activns needed to resolve the
program review; and (3) a possible adverse administrative action.

Due to the serious nature of the violation identified during the program review, this finding is
being referred to the Department’s AAASG for consideration of a possible adverse
administrative action pursuant to 34 C.F.R. § 668, Subpart G. Such action may include a fine,
and/or the limitation, suspension or termination of the Title IV eligibility of the University. If -
AAASG initiates an action, MMC will be notified under separate cover of that action.
AAASG’s notification will also include information regarding MMC’s appeal rights and
procedures on how to contest the action. :

Appeal Procedures:

This constitutes the Department’s FPRD with respect to the liabilities identified from the
September 12, 2010 program review report and the June 8, 2011 program review report
addendum. If MMC 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 MMC receives this
FPRD. An original and four copies of the information MMC 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 Serv1ce Group
" U.S. Department of Educatlon
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Federal Student Aid/PC
830 First Street, NE - UCP3, Room 84F2
Washington, DC 20002-8019 '

MMC’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 MMC’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:

Program records relating to the period covered by the program review must be reta.med unti] 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 (€)(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 Angela Beam at
(816) 268-0534. Questions relating to any appeal of the FPRD should be directed to the address
noted in the Appeal Procedures section of this letter. '

Ralph Lobosco
Division Director
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Enclosure:
Protection of Personally Identlﬁable Information

cc: Ms. Bethany Rinderknecht, Financial Aid Admmlstrator
Mr. Jason Glass, IA Department of Education
Ms. Sylvia Manning, North Central Association of Colleges and Schools



PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

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

Pl 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. leped files using WmZ|p must be saved as -

- Legacy compression (Zip 2.0 compatlb!e)

-~ The Department must receive an access password to view the encrypted
information. The password must bé 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 PIl 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 mcluded in the inner package that lists the

- types of files in the shipment (a copy of the manifest must be retained
by the sender). :

Pl data cannot'be sent viafax. -
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A. Ihstitut'iona'l Information

Mount Mercy College

1330 Elmhurst Drive N.E.

Cedar Rapids, IA 52402-4797

Type: Private, non-profit |

Highest Levef of Offering: Master’s Degree

Accrediting Agency: North Central Association of Colléges and Schools (NCASC)
Cment Student Enrcliment: 1,671 (Spring 2010) |

Percentage of Students Receiving Title IV, HEA funds: 74.50% (2009-2010 award year) | _

Title IV, HEA Participation {G5): ‘ :
2008-2009 award year

Federal Pell Grant Program $1,114,127
Federal Direct Loan Program , $9.658,441
Federal Perkins Loan Program $489,933
Federal Supplemental Educational :
Opportunity Grant (FSEOG) Program $180, 215
Federal Work Study (FWS) Program $357,040

Dcfault Rate - Direct Loans: 2010: 3.2% -
2009:-1.8%
2008: 1.0%

Default Rate - Perkins: 2011: 5.5%
: 2010: 7.5%
2000: 11.5% -
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B. Scope of Review

The U.S. Department of Education (the Department) conducted a program review at
Mount Mercy College (MMC) from May 10, 2010 to May 14, 2010. The review was
conducted by Mr. Roy Chaney, Mr. John Nading, and Ms. Angela Beam. :

The focus of the review was to determine MMC’s compliiance with the statutes and
Federal regulations as they pertain to the institution’s administration of the Title [V, HEA
programs. The review consisted of, but was not limited to, an examination of MMC’s
policies and procedures regarding institutional and student eligibility, individual student
financial aid and academic files, attendance records, student account ledgers, and fiscal
records.’

A sample of 30 files was identified for review from the 2008-2009 and 2009-2010 (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. In addition,
32 files of students who withdrew from the institution were selected and reviewed.
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
September 13, 2010, and an addendum to that report was issued on June 8, 2011.

Disclaimer:

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

Resolved Fiﬁdings

Findings 3, 4, 6-10, 13-15, 18, 19, 21,22, 25, and 27

MMC has taken the corrective actions necessary to resolve findings 3, 4, 6-10, 12-15, 18,
19, 21, 22, 25, and 27 of the program review report. Therefore, these findings may be
considered closed. MMC’s response to the Program Review Report and Program
Review Report Addendum resolving these issues can be found in Appendix L and
Appendix N. Findings requiring further action by MMC are discussed below.

Resolved Findings with Comments

The following program review findings have been resolved by the institution, and may be
considered closed. These findings are included solely for discussing resolution of the
finding. MMC’s response to the Program Review Report and Program Review Report
Addendum resolving these issues can be found in Appendix L and Appendix N. Findings
requiring further action by MMC are discussed below.

Finding 2. Failure to Perform Return of Title IV Funds Calculations

Citation Summary: F ederal regulations state that when a recipient of Title IV, HEA

grant or loan assistance withdraws from an institution during a payment period or period

of enrollment in which the recipient began attendance, the institution must determine the
amount of Title IV, HEA grant or loan assistance (not including Federal Work Study or
the non-Federal share of FSEOG awards if an institution meets its FSEOG matching
share by the individual recipient method or the aggregate method) that the student
earned as of the student’s withdrawal date. If the total amount of Title IV, HEA grant or
loan assistance, or both, that the student earned is less than the amount of Title IV, HEA
grant or loan assistance that was disbursed to the student or on behalf of the student in
the case of a PLUS loan, as of the date of the institution’s determination that the student

“withdrew, the difference between these amounts must be returned to the Title IV, HEA
programs. If the total amount of Title IV, HEA grant or loan assistance, or both; that the
student earned is greater than the total amount of Title IV, HEA grant or loan assistance,
or both, that was disbursed to the student or on behalf of the student in the case of a
PLUS loan, as of the date of the institution’s determination that the student withdrew, the
difference between these amounts must be treated as a post-withdrawal disbursement. 34
C.F.R. § 668.22(a).

For the purposes of the Return of Title IV Funds cdlcidation,A in each payment perfod or
period of enrollment a pro rata schedule is used, up through the 60 percent point, o
determine the amount of Title IV, HEA funds the student has earned at the time of
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withdrawal. After the 60 percent point in the payment period or period of enrollment, a
student has earned 100 percent of the Title IV, HEA funds he or she was scheduled to
receive during the period. For a student who withdraws after the 60 percent point-in-
time, there are no unearned funds. However, a school must still complete a Return of
Title IV Funds calculation in order to determine whether the student is eligible for a post-
withdrawal disbursement. 2008-2009 Federal Student Aid Handbook, Volume 3,

Chapter 2.

Noncompliance Summary: For one of 20 2008-2009 and 2009-2010 Title IV, HEA
recipients who withdrew from MMC, the institution fatled to perform a Return of Title IV
Funds calculation.

Student #42  The financial aid file and academic transcript indicate that the student
attended the institution’s winter 2010 term and withdrew on 02/07/2010— a point after
the listed “add/drop” period. Although the student received $1,789 in Direct Subsidized
Loan funds on 01/25/2010, MMC failed to perform a Return of Title IV Fi unds calculation
for this student. '

It is noted that the full amount of the 81,789 in Direct Subsidized Loan funds was
returned to the Department on 04/27/2010, according to MMC's account card for this
student. However, the Department’s COD system reflects that as of 07/14/2010, the full
amount of the 81,789 disbursement of Direct Subsidized Loan funds, as well as a further
$568 in Direct Subsidized Loan funds, are still reported as having been disbursed fo the
student on 2/1/10. ‘

Required Action Summary: A previous finding required MMC to review the records of
all Title IV, HEA recipients who officially or unofficially withdrew during the 2008-2009,
2009-2010, and 2010-2011 award years and identify any late, unmade, improperly
calculated, or uncalculated Returns of Title IV Funds. Consequently, no additional
reconstructive action was required as a result of this finding.

However, MMC was required to review the student file of student #42 and attempt to
determine what exactly occurred and how to properly resolve the issue. A discussion of
MMC’s review and resolution of this finding was required to accompany the institution's
response.

MMC’s Response: MMC disagreed with the Department’s determination that a Return
of Title IV Funds calculation was required for student #42. In researching the student’s
records, MMC determined that the student’s loan was originally processed with a Fall
disbursement of $1,798 and a Spring disbursement of $1,797. When MMC learned in
April the student was not attending Spring courses, MMC updated the Spring
disbursement of $1,797 to reflect a Fall disbursement. MMC acknowledged in its
response that the student withdrew after the student completed her winter term course and
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concluded that a withdraw calculatlon was not necessary since the withdrawal occurred at
the end of the semester.

Final Determination: The Department reviewed the records submitted for student #42
and determined the student was enrolled in a non-term program and also determined that
MMC inappropriately adjusted the student’s loan records to reflect a Fall only loan
period when the student failed to attend classes during the Spring portion of the original
Fall/Spring loan period that had been originated by MMC.

As a result of this determination, the Department issued an addendum to the Program
Review Report to MMC on June 8, 2011 that cited five additional areas.of non-
compliance.

Resolution of the issues related to student #42 and the additional areas of noncompliance
related to Finding 2, are addressed in the Department’s final determination in Findings
23,24, 25, 26, and 27. As a result, the Department considers Finding 2 to be closed..

Finding 11. Unreported Change to Institutional Information

Citation Summary: Federal regulations stated that an eligible institution must report o
the Secretary, in a manner prescribed by the Secretary, certain changes to information
relating to the institution within 10 days of the change. An institution’s failure to inform
the Secretary of a change described in paragraph (a) of this section within the time '
period stated in that paragraph may result in adverse action against the institution. 34
CFR §66860021

All schools are required to report to the Department adding an additional accredited and
licensed location where they will be offering 50 percent or more of an eligible program if
the school wants to disburse Title IV, HEA funds to students enrolled at that location.
Schools must not disburse Title IV, HEA program funds to students at a new location
before the school has reported that location and submitted any required supporting
documents to the Department. Once it has reported a new licensed and accredited .
location, unless it is a school that is required to apply for approval for a new location, a
school may disburse Title IV, HEA program funds to students enrolled at that location. If
a school meets one or more of the following criteria, it must apply for and wait for
approval before disbursing Title IV, HEA funds at an additional location where it will be’
-offering 50% or more of an eligible program:
(1) The school is provisionally certified;
. (2) The school is on the cash monitoring or reimbursement system of payment;
(3) The school has acquired the assets of another school that provided educational .
programs at that location during the preceding year, and the other school
participated in the Title IV, HEA programs during that year; '
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(4) The school would be subject to a loss of eligibility under the cohort default rate
regulations if it adds that location; or

(5) The school was previously notified by the Department that it must apply for
approval of an additional location. 2009-2010 Federal Student Aid Handbook,
Volume 2, Chapter 5.

Noncompliance Summary: In one instance, MMC failed to notify the Department of
changes to institutional information within the time period required for. such
notifications.

Since September 2009, MMC offered two degree programs in Management at Hawkeye
Community College (HCC), Waterloo, IA. Students who enrolled in either of the
Management programs are considered to be MMC students, and the students can
complete 100 percent of the program at the HCC location. However, MMC has failed to
report the additional location to the Department, as required by Federal regulations.

Required Action Summary: MMC was required to submit the new additional location at
HC to the Department. The changes were required to be submitted using the
Department’s electronic application located on the Application for Approval to
Participate in the Federal Student Financial Aid Programs website at

www.eligcert.ed gov. An acknowledgement that the change had been submitted was fo
accompany MMC'’s response.. Copies of the pertinent state and accrediting agency
approvals for the new additional locatior: were also required to accompany MMC'’s
response

Additionally, MMC was required to review the files of all MMC students who received
Title IV, HEA funds while enrolled in and attending either of the MMC degree programs
offered at the HCC additional location in the 2009-2010 or 2010-2011 award years.

MMC was also required to provide assurances that in the future it would notify the
Department in a timely manner of all changes to eligibility-related information, as
described in Federal regulations and the annual Federal Student Aid Handbook.

MMC’s Response: MMC agreed with the finding. MMC submitted the required
updates to the institution’s Program Participation Agreement on 08/29/2010. MMC
provided copies of the accrediting agency’s approval to offer programs at the HCC,
Waterloo, IA location. MMC provided student enrollment and dlsbursement information
as requested.

Final Determination: The Department acknowledges receipt and approval of the
addition of the HCC, Waterloo, IA location to MMC’s Program Participation Agreement.
In reviewing the documentation submitted by MMC, the Department acknowledges that
the appropriate approvals were in place with the accrediting and state licensing agencies.
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Although the Department considers this Finding closed, the Department reminds MMC
that such updates must be reported timely in the future.

Finding 12. Incomp[eté Campus Security Report

Citation Summary: By October I of each year, the institution must publish and distribute
its annual campus security report. It must be distributed to all enrolled students and
current employees directly by publications and mailings that include: (1) a statement of
the report’s availability; (2) a list and brief description of the information contained in
the report; (3) the exact electronic address (URL) of the Internet or Intranet Web site at
which the report is posted, and (4) a statement saying the school will provide a paper
copy upon request. If an institution chooses to fulfill the distribution requirement by
posting the crime report on an Internet or Intranet Web site, an individual notice of such
posting must be distributed to each student and current employee. Upon request, an
institution must provide its annual campus security report to a prospective student or

~ prospective employee. -

Iri general, Federal regulations require that an annual security report (ASR) contain:

(1) Crime statistics, as defined in Federal regulations; ’ '

(2) A statement of current campus policies regarding procedures for students and
others to report criminal actions or other emergencies occurting on campus,

(3} A statement of current policies concerning security of and access to campus
facilities, including campus residences, and security considerations used in
the maintenance of campus facilities.

(4) A statement of current policies concerning campus law enforcement that .
addresses the enforcement authority of security personnel, encourages
accurate and prompt reporting of all crimes to the campus police and the
appropriate police agencies, and describes procedures, if any, that encourage
pastoral counselors and professional counselors, if and when they deem it
appropriate, to inform the persons they are counseling of any procedures to
report crimes on a voluntary, confidential basis for inclusion in the annual
disclosure of crime statistics.

(5) A description of the type and frequency of ‘programs designed to inform
students and employees about campus security procedures and practices and
" to encourage students and employees to be responsible for their own security
and the security of others.

(6) A description of programs designed to inform students and employees about
the prevention of crimes.

(7) A statement of policy concerning the monitoring and recording through local
police agencies of criminal activity in which students engaged at off-campus
locations of student organizations officially recognized by the institution,
including student organizations with off-campus housing facilities.
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(8) A statement of policy regarding the possession, use, and sale of alcoholic
beverages and enforcement of State underage drinking laws.

(9) A statement of policy regarding the possession, use, and sale of illegal drugs
and enforcement of Federal and State drug laws.

(10) A description of any drug or alcohol-abuse education programs, as required
under section 120(a) through (d) of the HEA. For the purpose of meeting this
requirement, an institution may cross-reference the materials the institution
uses to comply with section 120(a) through (d) of the HEA. '

(11) A statement of policy regarding the institution’s campus sexual assault
programs to prevent sex offenses, and procedures to follow when a sex offense
occurs. : '

When compiling the campus security report an institution must, among other
requirements, report statistics for the three most recent calendar years concerning the
occurrence on campus, in or on non-campus buildings or property, and on public
property of specific types of crimes that are reported to local police agencies or lo a
campus security authority. An institution must record a crime statistic in ifs annual
security report for the calendar year in which the crime was reported to a campus
security authority. The institution must also, among other factors, provide a geographic
breakdown of the crime statistics according to the following categories: (1) On campus;
(2) in or on a non-campus building or property; (3) on public property. Further, the
required statistics may not include the identification of the victim or the person accused
of committing the crime. 34 C.F.R. § 668.46. '

Noncompliance Summary: MMC'’s policies and procedures for the creation and
distribution of its annual campus security report did not meet Federal regulations.

MMC did not have adequate procedures for distributing ASRs to current
students/employees, and prospective employees. Reviewers noted that the 2009 ASR
distribution was limited to new students, who received the ASR in MMC'’s student -
orientation materials.

MMC'’s 2009 ASR did not include the following element: 7
(1) Procedure for campus disciplinary action in cases of an alleged sex offense,
including a clear statement that: ' :
(a) The accuser and the accused are entitled to the same opportunities 10
have others present during a disciplinary proceeding; and
(b) Both the accuser and the accused must be informed of the outcome of any
institutional disciplinary proceeding brought alleging a sex offense.

Required Action Summary: MMC must publish and disseminate either a 2010 campus
security report, or an amendment to that report, that includes the above-mentioned
information. A copy of this campus security report, as well as instifutional assurances
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 that it has been disseminated to all students and employees and made available to all
prospective students and employees was required to be included with MMC’s response.

MMC’s Response: MMC explained that on 09/29/2010 a copy of the distributive email

was sent to all staff, students and faculty providing detailed information on accessing the

annual campus security report. In addition, MMC stated that it had implemented a policy
of sending an automated reply to all inquiries concerning applicant information at Mount
Mercy University detailing information on accessing the annual campus security report.

“The verbiage in (a) and (b) supra, has been added to the Campus Security Report. The
statements are consistent with current policy and expound on procedures currently in

place. A copy of the report is available on the Mount Mercy website:”

http://www.mtmercy.eduw/campuslife/safety/annualsecurityreport.html is appended.

A copy of the email sent out to faculty, staff, and students, a copy of the automated
response to applicants and a copy of our annual security report was included as
Attachment 22.

Final Determination: The Department has determined that MMC did not properly
distribute its 2009' ASR.. As a result, current students/employees and prospective
employees were denied critical information necessary to make their own safety decisions.
Further, MMC’s 2009 ASR did not have required policy statements that the accuser and
the accused are entitled to the same opportunities to have others present during a
disciplinary proceeding; and both the accuser and the accused must be informed of the
outcome of any institutional disciplinary proceeding brought alleging a sex offense.

Under the Clery Act and the Department’s regulations, institutions participating in the
Title IV, HEA programs must distribute an ASR to all enrolled students and current
employees, through appropriate publications and mailings. The distribution must occur
by October 1 of each year. The ASR may be distributed through direct mailing to each
individual through the U.S. Postal Service, campus mail, or electronic mail; a publication
or publications provided directly to each individual; or posting on an Internet website or
an Intranet website. 34 C.F.R. § 668.41(¢e). If an institution chooses to distribute its ASR

“to enrolled students by posting the disclosure on an Internet website or an Intranet
website, the institution must, by October 1 of each year, distribute to all current
employees a notice that includes a statement of the report’s availability, the exact
electronic address at which the report is posted, a brief description of the report’s
contents, and a statement that the institution will provide a paper copy of the report upon
request. 34 C.F.R. § 668.41(c)(2) and (e)(2).

If an institution chooses to distribute its ASR to current employees by posting the.
disclosure on an Internet website or an Intranet website, the institution must, by October
1 of each year, distribute to all current employees a notice that includes a statement of the
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report’s availability, the exact electronic address at which the report is posted, a brief
description of the report’s contents, and a statement that the institution will provide a
paper copy of the report upon request. 34 CF.R. § 668.41(e)(3).

The institution must also provide a notice to prospective students and employees that
include a statement of the report’s availability, a description of its contents and an '
opportunity to request a copy. If the institution chooses to provide its ASR to prospective
students and prospective employees by posting the disclosure on an Internet website, the
notice must include the exact electronic address at which the report is posted, a brief
description of the report, and a statement that the institution will provide a paper copy of
the report upon request. 34 C.F.R. § 668.41(e}(4).

In reviewing the documentation submitted by MMC, the Department acknowledges the
institution provided documentation reflecting the revised ASR was distributed to current
students and employees and a process was developed to send an automated response to '
all inquiries via email. MMC also updated its ASR to include procedures for campus
disciplinary action in cases of an alleged sex offense.

If fully implemented and sustained, Mount Mercy's corrective actions should result in
improved compliance with the Clery Act going forward. Therefore, the Department
accepts the institution's corrective actions.. Our acceptance is based on the documents
_submitted for our review as well as Mount Mercy's representations that it understands its
regulatory obligations under the Clery Act and that it will take all necessary corrective
actions to ensure that this violation does not recur. All such corrective actions MUST be
completed and incorporated into all future Annual Security Reports to be distributed by
Mount Mercy College as detailed in its November 2010 response to the Department's
September 13, 2010 program review report.

Although the corrective actions are accepted, Mount Mercy is reminded that corrective
actions, whether already implemented or planned for the future, do not diminish the
seriousness of the campus crime violations identified during the program review. The
Department reminds MMC of its obligation to review MMC’s policies and procedures for

 preparing and disseminating campus security disclosures to current, prospective, and new
students as well as employees in compliance with current federal regulations on an
annual basis. '

Finding 17, Early Disbursement of Title IV Funds

Citation Summary: Federal regulations stipulate that an institution makes a .
disbursement of Title IV, HEA program funds on the date that the institution credits a
student’s account at the institution or pays a student or parent directly with:

(1) Funds received from the Department;

(2) Funds received from a lender under the FFEL Programs, or
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(3} Institutional funds used in advance of receiving Title 1V, HEA program funds.

An institution must disburse Title IV, HEA program funds on a payment period basis. 34
CF.R. §§668.164(a) & (b). -

If a student is enrolled in a credit hour educational program that is offered in semester,
trimester, or quarter academic terms, the earliest an institution may disburse Title 1V,
HEA program funds to a student or parent for any payment period is 10 days before the
first day of classes for a payment period. 34 C.F.R. § 668.164(f)(1).

Noncomplmnce Summary: In one case, MMC disbursed Title IV, HEA funds earlzer
than Federal regulations allow.

Student #10  According to institutional catalogues, MMC'’s summer 2009 semester
started on 05/28/2009. Consequently, the earliest date that T itle IV, HEA funds could
have been disbursed for summer 2009 semester was 05/18/2009. However, according to
the Department’s COD system $2,750 in Direct Subsidized Loan funds and $1,580 in
Direct Unsubsidized Loan funds for the summer 2009 semester were disbursed to this
student on 04/21/2009. A further 32,750 in Direct Subsidized Loan funds and 31,580 in
Direct Unsubsidized Loan funds for the summer 2009 semester were disbursed on
05/1/2009. The student’s account card was not cred:ted with the ﬁdl amount of the
disbursements until 07/07/2009.

Required Action Summary: MMC was required to review the financial aid file and
account card of student #10 and determine the reason why the student received early
disbursements of Direct Subsidized and Unsubsidized Loan funds. A discussion of
MMC’s determination was required to be included in the institution’s response to this
report. -

MMC was also required to devise and implement procedures that would ensure that T itle
1V, HEA funds are not disbursed to students earlier than Federal regulations allow. 4
copy of these procedures was required to accompany MMC's response fo the Program
Review Report. : '

MMC’s Response:. MMC determined the institution made a clerical error when entering
the student’s loan period in the institution’s financial aid system resulting in an incorrect
date of disbursement submiited to the Department’s COD system. MMC, however,
indicates the funds were not disbursed to the student until 07/07/2009 when the funds
were credited to the student’s account card.

- MMC developed new procedures.to prevent future clerical errors by restricting access to
parameters within the institution’s software used to establish disbursement dates
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Final Determination: The Department reviewed MMC’s response and agrees MMC did
not disburse Title IV, HEA funds to student #10’s student account card until 07/07/2009.
As cited in Findings 7 and 8 of the Program Review Report; however, MMC did not
maintain an adequate audit trail or perform monthly reconciliation of its Title IV, HEA
program expenditures prior to the program review. Because MMC cannot provide the
Department a roster that reflects the date and amount of the Title IV, HEA funds drawn
down for each student, the Department cannot agree with any degree of certainty that
MMC did not draw down the funds disbursed for student #10 w1thm the allowable time
frames.

Nonetheless, the Department has accepted MMC’s response to Findings 7 and 8 and
acknowledges that MMC appears to have put the systems in place to prevent occurrences
of early disbursements in the future. Although the Department is closing this Finding
based on the corrective action taken in Findings 7 and 8, the Department reminds MMC
of its responsibility to accurately report origination and disbursement information to
COD and to substantiate disbursement records within 30 days of disbursement.

Finding 20. Failure to Meet FWS Community Service Requirements

Citation Summary: Federal regulations state that an institution must use at least seven
percent of the sum of its initial and supplemental FWS allocations for an award year to
compensate students employed in community service activities. In meeting this
community service requirement, an institution must include at least one—
(1) Reading tutoring project that employs one or more FWS students as reading
tutors for children who are preschool age or are in elementary school; or
(2) Family literacy project that employs one or more FWS students in family literacy
" activities.
The Secretary may waive the FWS community service requirements if the Secretary
determines that an institution has demonstrated that enforcing the requirements would
cause a hardship for students at the institution. '
To the extent practicable, in providing reading tutors for children, an institution must—
(1) give priority to the employment of students to tutor in reading in-schools that are -
participating in a reading reform project that is designed to train teachers how to
teach reading on the basis of scientifically-based research on reading, and is
funded under the Elementary and Secondary Education Act of 1963, and
(2) Ensure that any student who is employed in a school participating in a reading
reform project receives training from the employmg school in the mstructzonal
practices used by the school.
-In meeting the seven percent community service expenditure requirement, students may
be employed to perform civic education and participation activities in projects that—
(1) Teach civics in schools;
(2) Raise awareness of government functlons or resources; or
(3) Increase civic participation.
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To the extent practicable, in providing civic education and participation activities, an
institution must—

(1) Give priority to the employment of students in projects that-educate or train the
public about evacuation, emergency response, and injury prevention stralegies
relating to natural disasters, acts of terrorism, and other emergency situations;
and

(2) Ensure that the students receive appropriate trammg to carry ouf the educattonal
services reqmred 34 C.F.R §67518(g).

Noncompliance Summary: Although MMC reported in its annual Fiscal Operations
Report and Application to Participate (FISAP) submission that it ‘had met the
Department’s FWS community service requirements in the 2008-2009 award year, a
review of the institution’s FWS community service positions indicates that the institution
did not.

On the 2008-2009 Fiscal Operation Report (FISCOP) portion of the FISAP, MMC .
reported that it had expended 10.4 percent of its total FWS obligations on community

service positions. However, during the program review it was noted the community

service positions reported on the FISAP included a significant number of “general

library” positions that did not meet the Department’s definition of community service

employment. With the “general library” positions removed, MMC determined that it had
. not met the community service requtrement for the 2008-2009 award year.

MMC'’s financial aid officer, during an interview on 05/10/2010, also indicated that the
institution did not meet the FWS community service requirement in either the 2007-2008
or the 2009-2010 award year, for the same reason.” There was no indication that MMC
has been granted a waiver of the FWS community service requirement by the Department
in any of the award years under discussion.

Required Action Summary: MMC was required to review and, as necessary, revise its
calculations of FWS community service employment for the 2007-2008, 2008-2009, and
2009-2010 award years to ensure that its determination of the FWS community service
percentage was correctly reported. For each award year, MMC was required to provide
the following information:
(1) Total amount of FWS expenditures for the award year, mcludmg Federal and
institutional share;
(2) Total amount of FWS community service expenditures for the award year
including Federal and institutional share;
(3) Total number of FWS community service positions for the award year, mcluding
- names and Social Security numbers of each FWS recipient, a copy of the FWS job
description for each community service position, and the period of each student’s
employment in the position;
(4) Total number of FWS community service positions in each award year that
involved working as a reading tutor for preschool or elementary students; and
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(5) Total number of FWS community service positions in each award year that
involved working in a family literacy program, including the name of each student
who held such a position. '

In cases where the amounts provided in MMC'’s response differ from numbers provided
in its annual FISAP submission, the. institution was requtred to provide an explanation
for the discrepancy. :

MMC was also required to strengthen its job development procedures so that it would
meet the seven percent FWS community service requirement in future award years. A

. copy of the strengthened procedures was required to accompany MMC's response to the

program review report.

MMC’s Response: MMC agreed with the Department’s determination that the
institution was not in compliance with the requirement that the institution must use seven
percent of total FWS wages towards community service positions. MMC alleged that its
Director of Financial Aid had discovered the issue and initiated corrective action prior to
the on-site program review. '

MMC indicated additional community service positions had been created with six outside
non-profit schools or agencies and that the institution anticipates expenditures that will
exceed the seven percent requirement. MMC indicated its plans are to increase.the
annual percentage of funds spent on community service to be within 12 to 15 percent of .
total FWS ﬁmds allocated annually.

MMC updated its annual 2009-2010 2010-2011, and 2011-2012 FISAPs to accurately
reflect the dollars expended on community service positions during the 2007-2008, 2008-
2009, and 2009-2010 award years.

Final Determination: The Department reviewed MMC’s response as well as the :
submissions made to the institution’s 2009-2010, 2010-2011, and 2011-2012 FISAPs to
correct data which was incorrectly submitted for the 2007-2008, 2008-2009, and 2009-
2010 award years. Although the Department is closing this Finding based on the
corrective action taken, the Department reminds MMC of its responsibility to ensure
FWS funds are expended based upon applicable regulations. :

Finding 23. Lack of Administrative Capability — Failure to Appropriately
Administer Title IV, HEA Funds for Non-Term Programs

Citation Summary: To begin and to continue to participate in any Title. IV, HEA
program, an institution shall demonstrate to the Secretary that the institution is capable
of adequately administering that program. The Secretary considers an institution to have
administrative capability if the institution administers the Title IV, HEA programs in
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accordance with all statutory provisions of or applicable to Title IV of the HEA, all
applicable regulatory provisions prescribed under that statutory authority, and all
applicable special arrangements, agreements, and limitations entered into under the
authority of statutes applicable to Title IV of the HEA. 34 C.F.R. § 668.16(a).

Payment periods for an eligible program that measures progress in credit hours that do
not have academic terms (programs that do not meet the definition of standard or
nonstandard terms) are defined as:

For a student enrolled in an eligible program that is one academic year or less in
length, the first payment period is the period of time in which the student
successfully completes half of the number of credit hours or clock hours, as
applicable, in the program and half of the number of weeks of instructional time
in the program. The second payment period is the period of time in which the
student successfully completes the program or the remainder of the program.

For a student enrolled in an eligible program that is more than one academic
vear in length, the first academic year and any subsequent full academic year is
the period of time in which the student successfully completes half of the number
‘of credit hours or clock hours, as applicable, in the academic year and half of the
number of weeks of instructional time in the academic year. The second payment
period is the period of time in which the student successﬂlbz completes the
-academic year.

e For any remaining portion of an eligible program that is more than half an
academic year but less than a full academic year in length, the first payment
period is the period-of time in which the student successfully completes half of the
number of credit hours or clock hours, as applicable, in the remaining portion of
the program and half of the number of weeks of instructional time remaining in
the program;-and the second payment period is the period of time in which the
student successfully completes the remainder of the program.

" e For any remaining portion of an eligible program that is not more than half an
academic year, the payment period is the remainder of the program. 34 CFR. §
668.4(c). :

34 C.F.R. §668.4 (f) states, “If a student withdraws from a program during a payment
period and then reenters the same program within 180 days, the student remains in that
same payment period when he or she returns and, subject to conditions established by the
Secretary, is eligible to receive any Title IV, HEA program funds for which he or she was
eligible prior to withdrawal, including funds that were returned by the institution or
student under the provisions of $668.22.
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An institution calculates new payment periods for the remainder of a student's program
for a student who withdraws from a program and reenters that program afier 180 days.
34 CFR§668.4 ()

A student successfully completes credit hours if the institution considers the student to
have passed the coursework associated with those hours. 34 C.F.R. § 668.4 (h).

Guidance from the 2009-2010 Federal Student Aid Handbook (FSA) states, “For FSA
purposes, an institution will use either “term-based” payment periods (the payment
period is the term), or payment periods based on the completion of credit or clock hours
and weeks of instructional time. The payment period an institution must use depends on
the kind of academic calendar the school uses and the FSA programs for which the
school is disbursing funds.

A program that measures progress in credit hours must use a non-term academic
calendar if it has:

» courses that do not begin and end within a set period of time;

* courses that overlap terms;

» self-paced and independent study courses that overlap terms; or

« sequential courses that do not begin and end within a term.

Eligible programs that measure progress in credit hours and do not have academic terms
must use payment periods that are based on the time it takes for the student to
successfully complete the credit or clock hours and weeks of instructional time in the
payment period. For these programs, each subsequent payment period cannot begin
until the student successfully completes the credit or clock hours and weeks of instruction
in the previous payment period. Successful completion means that the student has earned
a passmg grade or otherwise received credit for the credits or clock hours in the payment
period.” 2009-2010 Federal Student Aid Hana’book, Volume 3.

For loan purposes, non-term programs, as well as programs that mix nonstandard term
and standard terms that do not have a scheduled academic year, must be certified using a
Borrower Based Academic Year (BBAY) methodology. A BBAY3 loan period:

1) Floats with a student s enrollment;

2) Begins when a student’s enrollment is at least a half-time basis;

3) Must meet at least the minimum requirements for hours/weeks of the
program’s F'SA academic year; .

4) May not exceed the annual loan limit (the total of all loans received within a
BBAY3); :

A student becomes eligible for a new annual loan limit only after successfully completing
the clock or credit hours AND weeks of instructional time in the BBAY3. . A student
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- cannot receive subsequent disbursements of loan funds until the student successfully

completes one-half of the hours and the weeks of the student’s academic year.

A student who successfully completes the hours to progress to the institution’s next
academic grade level may not become eligible for the higher grade level annual loan
limits until after successful completion of the student’s BBAY3. :

After original certification of a loan, a student may receive additional loans within a
BBAY3 only if the:

e student did not recetve the maximum annual loan amount and has remaining
eligibility, or;
o student changes from a dependent to an independent student status.
2009-2010 Federal Student Aid Handbook, Volume 3.

If a loan period is more than oné payment period, the school must disburse loan proceeds
at least once in each payment period. The school must disburse loan proceeds in
substantially equal installments, and no installment may exceed one-hatf of the Ioan 34
C.F.R §685.301(b)(3).

Noncompliance Summary: MMC offers accelerated degree completion programs
(Advance) tailored to meet the needs of non-traditional students. Accelerated courses
are offered in five, eight, or ten week block periods in which students attend class one
night per week for three or four hours. MMC offers accelerated programs in Accounting,
Applied Management, Business, Finance, Human Resource Management, Management
Information Systems, Marketing, and R.N. to B.S.N. Completion. MMC will accept up to

.75 credit hours of transfer work towards a baccalaureate degree for students transferring

to MMC from other institutions.

To be accepted into the Advance program, students must be 23 years of age; must have a
minimum of three years full-time relevant work experience and must have a minimum
cumulative grade point average of 2.5 or highet on a 4.0 scale. Exceptions to this policy
may be made by the MMC Admission Committee or based upon established articulation
agreements. Students are not allowed to pursue a major or minor in MMC'’s traditional
programs at the same time the student is pursuing a major or minor in one of the
accelerated programs.

As discussed in detail in Findings 24, 25, and 26, MMC did not award and disburse Title
IV, HEA funds based on rules established for the administration of Title IV, HEA funds
for students enrolled in a non-term program. Disbursement of Title 1V, HEA funds prior
to a student successfully completing the credit hours and weeks of instruction in the

. previous payment period has resulted in the zmproper disbursement of Title IV, HEA

Sfunds. -
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Student # 42's enrollment and Title IV, HEA disbursement history was discussed in detail
in the Program Review Report and served as an example to illustrate the deficiencies in
MMC s administration of Title IV, HEA funds for non-term programs.

Failure to disburse Title IV, HEA funds based on stafutes and regulations established for
non-term programs resulted in the incorrect certification of Direct Loan periods and the
disbursement of Title IV, HEA funds prior to the successful completion of one-half of the
credit hours and instructional weeks in subsequent payment periods. As a result, student
#42 was not eligible for 84,165 in Direct Subsidized Loan funds; and 31,030 in Direct
Unsubsidized Loan funds received for the student’s second academic year at MMC that
began on 01/04/2010.

Required Action Summary: MMC was required to develop written policies and
procedures for awarding and disbursing Title IV, HEA financial assistance for a non-
term program that addresses each issue identified above and addressed in subsequent
findings in the Program Review Report Addendum. Upon acceptance of the procedures,
MMC was required to apply the policies and procedures to the required file reviews in
Findings 24 and 26. In addition, MMC was required to provide assurance that in the
Suture it will appropriately award and disburse Title IV, HEA financial assistance to
students enrolled in the Advance or other similar programs based on appl:cable
regulatory guidelines established for such programs.

MMC’s Response: MMC reviewed the rules for administering Title IV, HEA funds for

" non-term programs and agreed that the institution was not properly awarding and
disbursing Title [V, HEA funds to students enrolled in the accelcrated programs. MMC

_ submitted the required policies and procedures required for reconstruction. MMC also

. restructured the accelerated program to conform to the institution’s standard academic
year programs going forward.

Final Determination: The Department reviewed MMC’s response and accepted the
policies and procedures MMC submitted to perform the file reconstructions required in
Findings 24 and 26. Although the Department considers this Finding closed, the
Department reminds MMC of its responsibility to ensure it is awarding and disbursing
Title IV, HEA funds according to applicable regulations specific to the program
structures offered at MMC.

Findings with Final Determinations

The program review report ﬁndmgs requiring further action are summarized below At
the conclusion of each finding is a summary of MMC’s response to the finding, and the
Department's final determination for that finding. A copy of the Program Review Report
issued on 09/13/2010 is attached as Appendix K. A copy of the Program Review Report
Addendum issued on 06/08/2011 is attached as Appendix M. MMC’s response to the
Program Review Report and Program Review Report Addendum resolving these issues
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can be found in Appendix L and Appendix.N. Findings requiring further action by MMC
are discussed below.

Finding 1. Late Returns of Title IV Funds

. Citation Summary: Federal regulations state that when a recipient of Title IV, HEA
grant or loan assistance withdraws from an institution during a payment period or period
of enrollment in which the recipient began attendance, the institution must determine the
amount of Title IV, HEA grant or loan assistance (not including Federal Work Study or
the non-Federal share of FSEOG awards if an institution meets its FSEOG matching
share by the individual recipient method or the aggregate method) that the student
earned as of the student’s withdrawal date. If the total amount of Title IV, HEA grant or
loan assistance, or both, that the student earned is less than the amount of Title IV, HEA
grant or loan assistance that was disbursed to the student or on behalf of the student in
the case of a PLUS loan, as of the date of the institution’s determination that the student
withdrew, the difference between these amounts must be returned to the Title IV, HEA
programs. If the total amount of Title IV, HEA grant or loan assistance, or both, that the
student earned is greater than the total amount of Title IV, HEA grant or loan assistance,
oF both, that was disbursed to the student or on behalf of the student in the case of a
PLUS loan, as of the date of the institution’s determination that the student withdrew, the
difference between these amounts must be treated as a post—w:thdrawal disbursement. 34
C.F.R § 668.22(a).

Beginning July I, 2006, Federal regulations require an institution to calculate and return
Title IV refunds no later than 45 days after the date of the institution’s determination that
the student withdrew 34 C. F R $ 668 22()).

Noncompliance Summary: In two of 20 2008-2009 and 2009-2010 Return of Title IV
Funds calculations reviewed, MMC failed fo make the necessary Returns within the
required time frames.

Student #47  The financial aid file indicates that the student withdrew on 10/21/2009,
and MMC % date of determination that the student withdrew was also 10/21/2009. MMC
performed a Return of Title IV Funds calculation on 11/05/2009 that identified a Return
of 3995 in Direct Unsubsidized Loan funds and $622 in Direct Subsidized Loan funds.
The student s account card and institutional financial records indicate that the return of -
$619 in Direct Subsidized Loan funds was made on 11/16/2009. However, institutional
records reflect that the return of 8991 in Direct Unsubsidized Loan funds was not made

until 04/27/2010, while the Department s Common Origination and Disbursement (COD)

system indicates that the return was not made until 04/28/2010—144 days late. As of
05/13/2010-—the last day of the program review—the remaining 83 of Direct Subsidized
Loan funds and $4 in Direct Unsubsidized Loan funds had not been returned.



. Mount Mercy College

~OPE ID 00188000
PRCN 201030727226
Page 22

Student #39  The financial aid file indicates that MMC determined that the student
withdrew on 10/14/2008. MMC performed a Return of Title IV Funds calculation on
01/08/2009—41 days late—that identified a return of 81,185 in Direct Unsubsidized Loan
funds. The student’s account card indicates that the Return was made on 01/26/2009.
However, the Department’s COD system indicates that the original disbursement of
$1,383 reported on the Return of Title IV Funds calculation and the student’s account
card was not, in fact, reported to COD at the time of the alleged disbursement. Rather,
the institution appears to have offset a Post-Withdrawal Disbursement (PWD) drawdown
of the Direct Unsubsidized Loan funds on 01/12/2009 by the amount of the Return due.

'Required Action Summary: In response to this finding, MMC was required to provide
comprehensive information for all Title IV, HEA recipients who officially or unofficially
withdrew during the 2008-2009, 2009-2010, and 2010-2011 award years. The institution
was required to identify, review, and report on the files of all Title IV, HEA recipients for
whom a Return calculation was performed or should have been performed in any of the
three award years. For Returns that were found to be improperly calculated and Returns
that should have been calculated but were not, MMC was required to perform a correct
calculation or recalculation. :

Additionally, MMC was required to review and revise its internal policies and .
procedures to ensure that Returns of Title IV Funds were performed in a timely manner in
the future. A copy of these procedures were required to accompany MMC s response to
this report. ' :

MMC’s Response: In regards to student #47, MMC agreed with the Department’s
determination that MMC did not refund the correct amount of funds within the proper
timeframe. MMC indicated that the reason the funds were returned incorrectly was due
to the Business Office rounding loan amounts when performing returns and posting
adjustments to student accounts. MMC provided documentation that reflects the
student’s loans were not originated in the Department’s COD system until 11/19/2009
due to software issues at MMC. '

In regard to student #39, MMC agreed with the Department’s determination that loan
funds were not disbursed through COD until 01/29/2009. In reviewing the student’s
records, MMC determined that the student’s original disbursement records submitted to
COD on 11/03/2008 were rejected in MMC’s software and were not sent to COD. MMC
did not catch the rejected error until January 2009 when balancing Direct Loan accounts.
MMC disputes the Department’s determination that the Return of Title IV Funds
calculation was performed 41 days Jate. MMC indicated that the student was an
unofficial withdrawal and referenced guidance from the 2008-2009 Federal Student Aid
Handbook that allows institutions that are not required to take attendance to use the last
date of attendance at an academically related activity or the midpoint of the period as a
student’s withdrawal date. MMC indicates student #39 completed the semester but failed
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all of his or her courses. MMC performed a Return of Title IV Fuinds calculation using
the midpoint of the Fall 2008 semester as the withdrawal date.

MMC provided results of its file review, and provided assurances that it has strengthened
its policies and procedures to ensure Return of Title IV Funds calculations are performed
correctly and timely in the future.

Final Determination: In reviewing MMC’s response to the Program Review Report
issued on 09/13/2010 and the required file review documentation, the Department
determined MMC was inappropriately administering Title IV, HEA funds to students
enrolled in a non-term program, and determined that MMC was using incorrect payment
period start and end dates when performing Return of Title IV Funds calculatlons for
students enrolled in standard academic year programs.

In subsequent communications with MMC, it was also determined that:

e MMC incorrectly included Direct Subsidized and Unsubsidized Loan funds as
Title IV, HEA funds disbursed or that could have been disbursed when processing
Return calculations for Direct Loans the institution had certified, but that had
been rejected by the COD system or in some cases had not been exported to the
COD system (due to software issues at MMC). In the Direct Loan program, loan
certification information is part of the loan origination record sent electronically
to COD. The loan is not certified until the institution receives an
acknowledgment of acceptance from COD.

e MMC incorrectly included Direct Subsidized and Unsubsidized Loan funds as aid
that could have been disbursed when processing Return calculations for students
who had not signed a Direct Loan Master Promissory Note. ‘In order for a loanto -
be included as aid that could have been disbursed, the student’s promissory note
must be signed before the school performs the Return calculation.

e MMC transposed the amount of Direct Unsubsidized and Subsidized Loan funds
disbursed when inputting the dollar amounts on the Return of Title IV Funds

: calculation for some students.

e There were discrepancies between the amounts of Title IV, HEA funds that MMC
returned in COD versus the amount of funds required to be returned based on the
Return of Title IV Funds calculation and/or reflected on the student’s account
card.

o The net amount of loan funds required to be returned on the Return of
Title IV Funds calculation was incorrectly input as the gross amount in
COD, resulting in an incorrect amount of Title IV, HEA funds returned to
the Department. _
o In several instances, the amount of Title IV, HEA funds reflected on the. -
student’s account card as returned did not reflect the amount of Title IV,
HEA funds retarned in COD.
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As a result, MMC was required to recalculate the.Return of Title IV Funds calculations

‘previously calculated for all students included in MMC’s response to the Program

Review Report and resubmit the institution’s response to Finding 1, as well as respond to
the Program Review Report Addendum issued on 06/08/2011.

The Department reviewed each student file submitted as part of the revised file review for

students enrolled in standard academic year programs. The Department recalculated the

Return calculations in which the Department discovered MMC had performed an
incorrect calculation. The Department did not establish liabilities for those students in
which MMC did not return the correct amount of Title IV, HEA funds to the appropriate
Title IV, HEA program if the net amount of Title IV, HEA funds MMC returned to all
Title IV, HEA funds was greater than or equal to the amount of funds that should have
been returned. The Department also did not establish liabilities for those students in
which the result of the revised Return of Title IV Funds calculation resulted in an
additional return of Title IV, HEA funds that was less than $5.

In regard to student #39, the Department reviewed the documentation MMC submitted
for the student and determined that the student was enrolled in a non-term program.
Resolution of the issues related to student #39 as well as the additional areas of
noncompliance related to students enrolled in non-term programs are addressed in the
Department’s final determination for Findings 23, 24, 25, 26, and 27.

MMC is liable for the incorrect Return of Title IV Funds calculations identified in the
reconstruction of the 2008-2009, 2009-2010, and 2010-2011 award years. The total
liability includes $673 in Direct Subsidized Loan funds-and $2,839 in Direct
Unsubsidized Loan funds. Student specific liabilities are outlined in Appendix B.

MMC is also responsible for the cost of funds associated with the incorrect Returns. The
cost of funds liability due to the Department as a result of the holding of Direct Loan
funds is $15 ($15.35 rounded). The interest charges were computed using the cost of .
funds for Direct Loans published in the Federal Register by the Department of the
Treasury, effective from the date of disbursement to the date of this determination.

As part of the éomputation of Direct Loan cost of funds, MMC is also liable for feturning

the interest on the Subsidized and Unsubsidized Federal Direct Loan funds to the students

identified in Appendix B. The total interest repayment liability is $167 ($167.23,
rounded). A copy of the results of the cost of funds calculation is included as Appendix
J-1. '

MMC must notify all students and/or borrowers in writing regarding payments made on
their behalf. This notification must include the amount and date of the payments.

In regard to student #47, the Department reviewed the documentation MMC submitted
for the student and determined that the student’s Direct Subsidized and Unsubsidized
Loan funds were not accepted for origination by the Department’s COD system until
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11/19/2009. The student withdrew from MMC on 10/21/2009. Therefore, at the time of
withdrawal, the student was not eligible to receive the $995 in Direct Unsubsidized Loan
funds or the $1,628 in Direct Subsidized Loan funds that had not been accepted for
origination by the Department. MMC repaid $995 in Direct Subsidized Loan funds on
04/28/2010. MMC'is liable for the remaining $1,628 in outstanding Direct Subsidized
Loan funds that was disbursed to the student (included in the student specific liabilities
outlined in Appendix C) discussed below.

The Department established a separate liability for Finding 1 for instances in which
MMC disbursed Direct Loan funds that were not accepted for origination by the
Department’s COD system prior to the student withdrawing. Student specific liabilities
are outlined in Appendix C. In lieu of requiring MMC to assume the risk of default by
purchasing the ineligible Direct Loan funds, the Department identified a liability not for
the loan amount, but rather for the estimated actual or potential loss that the government
may incur with respect to the ineligible loan or loan amounts. The total amount of
ineligible Direct Loan funds (subsidized and unsubsidized) disbursed to students in .
Finding 1 is $9,887. The estimated actual loss to the Department that has resulted or will
result from those ineligible loans is based on MMC’s most recent cohort default rate of
3.2% (2010). As a result, the estimated actual loss that MMC must pay to the '
Department for the ineligible loans is $503 ($503.37 in Direct Loan interest and special
allowance rounded). A copy of the results of the estimated actual loss calculation is
included as Appendix H-1. '

" F inding 5: Improper Holding of Title IV Credit Balances

Citation Summary: Federal regulations state that whenever an institution disburses
Title IV, HEA program funds by crediting a student’s account and the total amount of all
Title IV, HEA program funds credited exceeds the amount of tuition and fees, room and
- board, and other authorized charges the institution assessed the student, the institution
must pay the resulting credit balance dzrectly to the student or parent as soon as possible
but—
(1) No later than 14 days aﬂer the balance occurred if the credit balance occurred
after the first day of class of a payment period; or
(2) No later than 14 days after the first day of class of a payment period tf the credit
balance occurred on or before the first day of class of that payment period. 34
C.ER. § 668.164(e).

' Federal regulations state that an institution is permitted to hold credit balances if it
obtains a voluntary authorization from the student (or parent, in the case of PLUS).
In obtaining the student’s or parent’s authorization, an institution (1) may not require or
coerce the student or parent to provide that authorization; (2) must allow the student or
parent to cancel or modify that authorization at any time; and (3 ) must clearly explain
how it will carry out that activity. :
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A school may include two or more of the items that require authorization in one -
statement. However, each component and term in the authorization must be conspicuous
to the reader, and a student (or parent borrower) must be informed that he or she may
refuse to authorize any individual item on the statement.

If a student or parent cancels an authorization to hold Title IV, HEA funds, the institution
must pay those funds directly to the student or parent as soon as possible but no later
than 14 days after the institution receives that notice. 34 C.ER. § 668.1 65(b).

A school is permitted to hold credit balances if it obtains a voluntary authorization from
the student (or parent, in the case of PLUS). If the school has the authorization to hold
the credit balance, it must identify the amount of funds that it holds for the student or ‘
parent in a subsidiary ledger account designated for that purpose. The school also must
maintain, at all times, cash in its bank account at least equal to the amount that it holds
for students. The school is permilted to retain any interest earned on the student’s credit
balance funds. Because Title IV, HEA funds are awarded to students to pay current year
charges, notwithstanding any authorization from the student or parent, the school must
pay (1) any remaining balance on Title IV, HEA loan funds by the end of the loan period,
and (2) any other remaining Title IV, HEA program funds by the end of the last payment
period. 2009-2010 Federal Student Aid Handbook, Volume 4, Chapter 1.

Notwithstanding any State law (such as a law that allows funds to escheat to the State),
an institution must return to the Secretary, lender, or guaranty agency, any Title IV, HEA
* program funds, except FWS program funds, that it attempts to disburse directly to a
student or parent but the student or parent does not receive or negotiate those funds. For
FWS program funds, the institution is required to return only the Federal portion of the
payroll disbursement. ‘ | '

If an institution attempts to disburse the funds by check and the check is not cashed, the
institution must return the funds no later than 240 days after the date it issued that check.
If a check is returned to the institution, or an EFT is rejected, the institution may make
additional attempts to disburse the funds, provided that those attempls are made not later
than 45 days after the funds were returned or rejected. In cases where the institution
does not make another attempt, the funds must be returned before the end of this 45 day
period. In cases where the institution makes further attempls, the institution must cease
any additional disbursement attempts and return the funds no later than 240 days after
the date it issued the check. 34 C.F.R. § 668.164(h).

Federal regulations state that an institution is permitted to hold credit balances if it
obtains a voluntary authorization from the student (or parent, in the case of PLUS). In
obtaining the student’s or parent’s authorization, an institution (1 ) may not require or
coerce the student or parent to provide that authorization; (2) must allow the student or
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parént to cancel or modify that authorization at any time; and (3) must clearly explain
how it will carry out that activity. 34 C.FR. § 668.165(b).

Noncompliance Summary: In three respects, MMC has improperly held Title IV, HEA
- credit balances on behalf of students.

First. MMC does not maintain Title IV, HEA credit balances in a subsidiary ledger ofits
general ledger, nor does the institution have procedures in place to verify that it
maintains, at all times, cash in its bank account at least equal to the amount of the Title
IV, HEA credit balances that it holds for students. '

Second, although MMC maintains an ﬁn—negotiated check fund, it has no procedures in
place for identifying which un-negotiated checks represent Title IV, HEA credit balances,
or for returning the un-negotiated Title IV, HEA credit balance checks to the Department.

Third, MMC has held Title IV, HEA credit balances on behalf of students without first
obtaining the necessary authorization from the student.

For example, the account card of student #1 indicates that for the Spring 2009 term the
student received 82,737 in Direct Subsidized Loans funds and 83,483 in Direct
Unsubsidized Loans funds. Because the amount of Title IV, HEA funds applied to the
account exceeded the amount of allowable current charges, a Title IV, HEA credit
balance of $3,850 was created on 01/26/2009-the date of the Direct Unsubsidized Loan
disbursements. The Title IV, HEA credit balance was not paid until 02/17/2009—eight
days late. The student’s financial aid file did not include an authorization to hold Title IV,
HEA credit balances. ' |

Likewise, the account card of student #2 indicates that for the Spring 2009 term the
student received $2,737 in Direct Subsidized Loans funds, 83,483 in Direct Unsubsidized
Loans funds, and $1,000 in Perkins Loan funds. Because the amount of Title IV, HEA
funds applied to-the account exceeded the amount of allowable current charges, a Title
IV HEA credit balance of 82,950 was created on 01/28/2009—the date of a tuition
adjustment entry for the Spring 2009 term. The Title IV, HEA credit balance was reduced
to $1.120 on 02/04/2010—the date of a tuition adjustment entry for the Winter 2009 term.
The reduced Title IV, HEA credit balance was not paid until 02/16/2009—five days late.
The student s financial aid file did not include an authorization to hold Title IV HEA
credit balances. ‘

Required Action Summary: With respect to the issue of maintaining Title IV, HEA credit
balances in a subsidiary ledger of the institution’s general ledger and having procedures
in place to verify that the institution maintains cash in its bank account to cover all Title
IV, HEA credit balances, MMC must develop and implement appropriate policies and
procedures 1o ensure that it meets these two accounting requirements in the future. A
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discussion of these policies and procedures must accompany MMC's response to this
report.

With respect to the issue of havmg no procedures for identifying which un-negotiated
checks in its un-negotiated check fund represent Title IV, HEA credit balances, MMC was
required to develop and implement procedures designed to ensure that the institution will
be able to effectively track and, as necessary, repay un-negotiated Title IV, HEA credit
balance checks to the Department within the required time frames.

MMC was also required to review the student account cards for all students currently
identified as having a credit balance and for whom (1) MMC had been unable to deliver
the funds, and (2) the original credit balance check had ceased to be negotiable. For
each credit balance that MMC determined to be a Title IV, HEA credit balance in
accordance with Federal regulations, MMC was required to provide specific information
to identify the student(s) for whom the credit balance belonged.

With respect to MMC's failure to_maintain signed Title IV, HEA credit balance holding

_ authorizations in student files, the institution was required to devise and implement
procedures to ensure that, in the future, an appropriate written authorization is obtained
from students or parents prior to holding Title IV, HEA credit balances. A discussion of
those procedures was to accompany MMC's response.

MMC’s Response: MMC developcd reports to identify students who have a Title [V,
HEA credit balance on their account and to identify checks that have not been negotiated.
MMC updated policies and procedures to ensure credit balance authorizations are on file,
credit balance refunds have been initiated, and that Title IV, HEA funds have been
returned to the appropriate program in the instance of an unnegotiated check wnhm
required timeframes.

In response to the file review conducted, MMC identified one student who has two
outstanding, unnegotiated checks and provided the mformatlon requested by the
Department.

In regard to student #1, MMC disagreed with 'the Department’s determination that a Title
IV, HEA credit balance was paid eight days late.

In regard to student #2, MMC agreed with the Departrnent s determination that a Title
IV, HEA credit balance was paid five days late and that there was no signed authorlzatlon
to hold the credit balance. :

Final Determination: The Department reviewed the policies and procedures submitted
by MMC and acknowledge that MMC has developed systems to identify students who
have credit balances posted on 'student accounts and that MMC now has the ability to
validate that sufficient funds are available in bank accounts to cover student credit
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balances held on behalf of students. In regard to student #1 and student #2 cited in the
Program Review Report, the Department has determined that no further action is
required. '

For the one student identified in the required file review as having unnegotiated checks,
MMC mailed a check on 11/05/2012 in the amount of the student’s Title [V, HEA credit
balance ($2,971) to the student’s Direct Loan servicer to apply towards the student’s
outstanding Direct Loan balance. To close this Finding, MMC must submit a copy of the °
back of the negotiated check.

Finding 16. Enrollment Status Not Verified Before Disbursement

Citation Summary: Before disbursing Title IV, HEA program funds to students, an
institution must confirm that a student remains eligible to receive them. If the
disbursement occurs on or after the first day of classes, the institution must determine
that the student has begun attendance. An institution must have a method by which to
determine that a student began attendance in the educational coursework for which he or
she is paid Title IV, HEA funds. '

A student is eligible to receive a Direct Subsidized Loan, a Direct Unsubsidized Loan, or
a combination of these loans if the student is enrolled, or accepted for enrollment, on at
least a half-time basis in a school that participates in the Direct Loan Program. 34
C.F.R. § 685.200. ' '

Noncompliance Summary: In one instance, MMC did not properly verify a student’s
enrollment status. _
Student #27  During the Spring 2010 semester, the student’s enrollment status was less
than half-time. However, the student received.second disbursements of 82,750 Direct
Subsidized Loan funds, and 81,000 in Direct Unsubsidized Loan funds.

Required Action Summary: MMC was required to provide an explanation for the above
ineligible disbursements, including documentation showing evidence that the funds have
been returned to the Direct Loan Program. MMC was also required to devise and
implement policies and procedures to ensure that students are enrolled at the institution
on at least half-time basis before disbursing Direct Loan funds.

MMC’s Response: MMC disagreed with the Department’s determination that the
student was ineligible for the second disbursements of his Direct Subsidized and
Unsubsidized Loan funds. MMC disagreed on the basis that all the funds were disbursed
during the Fall 2009 semester and the student had financial need to support eligibility for
the funds. : ' '

Final Determination: The Department reviewed the records submitted for student #27
and acknowledges 100% of the loan funds were disbursed for the Fall 2009 semester.



Mount Mercy College
OPE ID 00188000
PRCN 201030727226
Page 30

The loans, however, were processed with a loan period of 08/24/2009 — 06/01/2010. 34
CFR § 685.301(b)(2)(i) requires an institution to disburse loan proceeds on a payment
period basis. If a loan period is more than one payment period, the school must disburse
loan proceeds at least once in each payment period. The school must disburse loan -
proceeds in substantially equal installments, and no installment may exceed one-half of
the loan. 34 C.F.R. § 685.301(b)(5). Therefore, the student was only eligible to receive
one-half of the loan funds originated for the Fall payment period, as the student did not
establish eligibility for Direct Loan funds for the Spring 2010 semester.

MMC is liable for the iheligible loan disbursements made to student #27.

In lieu of requiring MMC to assume the risk of default by purchasing the ineligible Direct
Loan funds, the Department has identified a liability not for the loan amount, but rather
for the estimated actual or potential loss that the government may incur with respect to
the ineligible loan or loan amount. The total amount of Direct Loan funds (subsidized
and unsubsidized) disbursed to student #27 is $3,750. The estimated actual loss to the
Department that has resulted or will result from these ineligible loans is based on MMC’s
most recent cohort default rate of 3.2% (2010). As a result, the estimated actual loss that
MMC must pay to the Department for the ineligible loans is $436 ($435.85 in Direct
Loan interest and special allowance rounded). A copy of the results of the estimated
actual loss calculation is included as Appendix H-2.

Finding 24. Improper/Ineligible Dﬁbursements _ Title IV, HEA Funds Disbursed
Prior to Successful Completion of Credit Hours Attempted in Prior
Payment Period for Students Enrolled in a Non-Term Program

Citation Summary: Payment period for an eligible program that measures progress in
credit hours that do not have academic terms (payment periods that do not meet the
definition of standard or nonstandard ferms) are defined as:

e For a student enrolled in an eligible program that is one academic year or less in
length, the first payment period is the period of time in which the student
successfully completes half of the number of credit hours or clock hours, as -
applicable, in the program and half of the number of weeks of instructional time
in the program. The second payment period is the period of time in which the
student successfully completes the program or the remainder of the program.

o For a student enrolled in an eligible program that is more than one academic
year in length, the first academic year and any subsequent full academic year is
the period of time in which the student successfully completes half of the number
of credit hours or clock hours, as applicable, in the academic year and half of the
number of weeks of instructional time in the academic year. The second payment
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penod is the period of nme in whzch the student successfully completes the
academic year.

o For any remaining portion of an eligible program that is more than half an
academic year but less than a full academic year in length, the first payment
period is the period of time in which the student successfully completes half of the
number of credit hours or clock hours, as applicable, in the remaining portion of
the program and half of the number of weeks of instructional time remaining in
the program; and the second payment period is the period of time in which the
student successfully completes the remainder of the program. '

e . For any remaining portion of an eligible program that is not more than half an
academic year, the payment period is the remainder of the program 34CFR §
668.4(c).

Noncompliance Summary: The minimum academic year definition for a full-time
student enrolled in a credit hour program is 24 semester or trimester credit hours and 30
weeks of instructional time. A school that offers both term based and non-term based
academic programs may define an academic year differently for each program. A
student who takes courses that overlap terms or sequential courses that do not begin and
end within a term, such as the Advance program, is enrolled in a non-term program. To
complete the minimum definition of an academic year, an Advance student would have to
successfully complete 24 credit hours within 30 instructional weeks. MMC failed to
ensure students successfully completed at least 12 credit hours and 15 instructional
weeks each payment period prior to making subsequent dzsbursements of Title IV, HEA

ﬁmds

Students # 39, 41, 42, 45, and 64-70 were cited in the Program Review Report Addéndum
as studerits enrolled in Advance program courses and for whom MMC awarded and
disbursed Title IV, HEA funds based on a scheduled academic year calendar, as opposed
to successful completion of hours and weeks attempted in the prior payment period as
required for students enrolled in a non-term program structure.

Required Action Summary: MMC was required to review the enrollment history for -
each Title IV, HEA recipient and identify each student enrolled in the Advance program
or in Advance courses from the 2008-2009 award year to present. MMC was required to
prepare a spreadsheet listing all of the students included in this file review and
recalculate each student’s financial assistance based on successful completion of payment
periods. In cases where liabilities were identified as a result of the file review, MMC was
required to list the liability amount by Title IV, HEA program and provide copies of '
specific supporting documentation.

MMC’s Response: MMC agreed that the Advance (Accelerated) students cited in
Finding 24 were not awarded based on non-term Title IV, HEA program rules. MMC
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provided the spreadsheet and supporting documentation requeéted in the Program Review
Report Addendum. '

Final Determination: MMC’s reconstruction of the Advance (Accelerated) program
identified approximately 420 students who received Title IV, HEA funding. The _
Department reviewed each student’s enrollment and disbursement history and identified -
liabilities for those students who received improper Title IV, HEA disbursements.
Students # 39, 41, 42, 45, and 64-70, who were cited in the Program Review Report, were

included in the file reconstruction. _

The Department did not identify liabilities for those students who took an occasional
modular course (less than 50% in a standard term) and/or who were not enrolled in the
Advance (Accelerated) program. No additional liabilities will be identified and no
further action is required for those students who MMC or the Department identified as
not having received all the Title IV, HEA funds for which the student was eligible during
the 2008-2009, 2009-2010, and 2010-2011 award years, as these award years are closed.

MMOC is liable for the incorrect and/or ineligible Title IV, HEA disbursements made to
students enrolled in the institution’s non-term program structures during the 2008-2009,
2009-2010, and 2010-2011 award years. The total liability for Finding 24 includes
$25,542 in Federal Pell Grant funds, $253,190 in Direct Subsidized Loan funds, and
$422,155 in Direct Unsubsidized Loan funds. Student specific liabilities are outlined in
Appendix E. - :

With respect to the Federal Pell Grant liability, MMC is liable for the full amount of the
ineligible/inappropriate funds disbursed. MMC is also liable for the cost of funds
associated with the improper disbursement of Federal Pell Grant funds. The total cost of
funds liability relating to the improper disbursement of Federal Pell Grant funds is $661
($660.85). A copy of the results of the cost of funds calculation is included as Appendix
- J-2. ' ‘

" In lieu of requiring MMC to assume the risk of defauit by purchasing the ineligible
Federal Direct Loan funds, the Department has identified a liability not for the loan
amount, but rather for the estimated actual or potential loss that the government may
incur with respect to the ineligible loan or loan amount. The total amount of Direct Loan
funds (subsidized and unsubsidized) disbursed to ineligible students is $675,345. The
estimated actual loss to the Department that has resulted or will result from those
ineligible loans is based on MMC’s most recent cohort default rate of 3.2% (2010). Asa
result, the estimated actual loss that MMC must pay to the Department for the ineligible
loans is $48,468 ($48,467.87 in Direct Loan interest and special allowance rounded). A
copy of the results of the estimated actual loss calculations (by award year) is included as
Appendices H-3, H-4, and H-5. : '
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Finding 26. Unmade/Inaccurate Return of Title IV Fund Calculation for Students
Enrolled in Non-Term Programs

Citation Summary: Federal regulations state that when a recipient of Title IV, HEA

. grant or loan assistance withdrawals from an institution during a payment period or
period of enrollment in which the recipient began attendance, the institution must
determine the amount of Title IV, HEA grant or loan assistance that the student earned as
of the student’s withdrawal date. If the total amount of Title IV, HEA grant or loan
assistance, or both, that the student earned is less than the amount of Title IV, HEA grant
or loan assistance that was disbursed to the student or on behalf of the student in the case
of a Federal PLUS loan, as of the date of the institution’s determination that the student
withdrew, the difference between these amounts must be returned to the Title IV, HEA
programs. If the total amount of Title IV, HEA grant or loan assistance, or both, that the
student earned is greater than the total amount of Title IV, HEA grant or loan assistance,
or both, that was disbursed to the student or on behalf of the student in the case of a
Federal PLUS loan, as of the date of the institution’s determination that the student
withdrew, the difference between these amounts must be treated as a post-withdrawal
disbursement. An institution must calculate and return Title IV, HEA refunds no later
than 45 days after the date of the institution’s determination that the student withdrew.
34 CFR § 668.22. -

Institutions that offer non-term programs must have a reasonable procedure for
projecting the completion date of the period based on the student’s progress prior to
withdrawal from the program. For a student who successfully completed all modules
attempted up to the time the student withdrew, the completion date (and the
corresponding number of days in the Return calculation) is the number of days between
the first module and the originally scheduled end date of the last module. The institution

must take into consideration any credits that a student has attempted, but not successfully

completed before withdrawing. Credits must be successfully completed before the
student is considered to have completed the period. The school must add to the number
of days between the start date of the first module and the scheduled end of the last
module, the number of days the student spent in the courses/module(s) the student did not
successfully complete. 2009-2010 Federal Student Aid Handbook, Volume 5.

A student who withdraws from a credit-hour non-term program and then re-enters within
180 days is considered to remain in the same payment period when he/she returns, and is
eligible to receive Title IV, HEA funds for which he/she was eligible prior to withdrawal.
2009-2010 Federal Student Aid Handbook, Volume 3. '

Noncompliance Summary: MMC does not have procedures in place to calculate a
student's last day of attendance for students enrolled in the ADVANCE program and has
not accurately performed required Return of Title IV Funds calculations for students who
withdrew prior to completion of a payment period.
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Detailed information of non-compliance was provided for students #42, 45, and 64 in the
Program Review Report Addendum.

Required Action Summary: In the case of studénts 142, 45. and 64, MMC was required
to first calculate the appropriate Title IV, HEA awards based on the student's enrollment
status by payment period and then perform a Return of Title I V Funds calculation for the
student’s correct payment period.

MMC was also required to perform a Return of Title IV Funds calculationfor each
student identified in the file reconstruction required in Finding 24 who withdrew or
ceased attending MMC prior to the completion of the payment period.

For Returns that were found to be improperly calculated and Returns that should have
been calculated but were not, MMC was required to perform a correct calculation or
recalculanon

MMC'’s Response; MMC agreed Return of Title IV Funds calculations were not
properly calculated for students enrolled in non-term programs. MMC performed the
required file reconstruction for those students identified in the file review for Finding 24
and submitted the required Return of Title IV Funds recalculations for those students the
institution identified as withdrawn.

Final Determination: As discussed in the Final Determination for Finding 24, the
Department reviewed the enrollment and disbursement history for each student MMC
identified as enrolled in a non-term program. In addition to establishing liabilities for
students who received improper Title IV, HEA disbursements, the Department identified
those students who did not successfully complete at least 12 credit hours and 15 weeks of
instruction prior to withdrawing (officially or unofficially) from MMC during his or her
final payment period of enrollment and did not return to MMC within 180 days from the
student’s last date of attendance: The Department identified 26 students as having
withdrawn from a non-term payment period. The Department reviewed the Return of
Title IV Funds calculations submitted by MMC and determined that MMC had not
properly identified student payment periods and/or removed ineligible disbursements of
Title IV, HEA funds when performing the calculations. As a result, the Department
performed the requiréd Return of Title IV Funds calculation or recalculation for each
student who left MMC prior to the successful completion of his or her final payment
period of enrollment.

In regard to student #42, the appropriate loan f)eriod for the student’s first non-term
academic year Direct Loan should have been 01/05/2009 to 12/19/2009. The student
successfully completed her second payment period on 12/19/2009. Therefore, had the
loan been appropriately certified, no Return of Title IV Funds calculation should have
been performed.
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Students #45 and #64 are included in the liabilities identified below.

The Department did not establish liabilities for those students who MMC did not return
the correct amount of Title IV, HEA funds to the appropriate Title IV, HEA program if
the net amount of Title IV, HEA funds MMC returned to all Title IV, HEA funds was
greater than or equal to the amount of funds that should have been returned.

MMC is liable for the incorrect Return of Title IV Funds calculations identified in the
reconstruction of the 2008-2009, 2009-2010, and 2010-2011 award years. The total
liability includes $1,746 in Federal Pell Grant funds, $3,313 in Direct Subsidized Loan
funds, and $17,379 in Direct Unsubsidized Loan funds. Student specific liabilities are
outlined in Appendix F.

'MMC is also responsible for the cost of funds associated with the unmade/incorrect .

Returns. The cost of funds liability due to the Department as a result of the holding of
Federal Pell Grant Funds is $4 ($4.49 rounded). The cost of funds liability due to the
Department as a result of the holding of Federal Direct Loan funds is $27 ($27.11,
rounded). The interest charges were computed using the cost of funds for Federal Pell

‘Grants and Direcét Loans published in the Federal Register by the Department of the

Treasury, effective from the date of disbursement to the date of this determination.

As-part of the computation of Direct Loan cost of funds, MMC is also liable for returning
the-interest on the Subsidized and Unsubsidized Federal Direct Loan funds to the students
identified in Appendix F. The total interest repayment liability is $1,108 ($1107.99,
rounded). A copy of the results of the cost of funds calculation is included as
Appendices J-3 and J4.

MMC must notify all students and/or Boﬁbwers in writing regarding payments made on
their behalf. This notification must include the amount and date of the payments. -
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D. Summary of Liabilities

Established Liabilities Pell DL / FFEL EALF
{Closed Award Year) _
Finding 1 $§ 0 $ 9,887 itjlityAListed Helow, 1 |
Finding 16 $ 0 $ 3,750 Hle 318 .l-'i
Finding 24 $25,542 $675,345 e .
Finding 26 $ 1,746 $ 0 :
Subtotal $27,288 $688,982
*Late/Unmade Returns N/A. $ 3,512
(Loans) NOT included in
EAL: Finding !
*Late/Unmade Returns N/A $ 20,692
(Loans) NOT included in
EAL: Finding 26
Interest/Cost of Funds . $ 665 $ 1,317
Subtotal 2 $ 665 $ 25,521 N
TOTAL
TOTAL $27,953 $ 25,521 $ 49,407 $102,881
Payable To:
Department $102,881
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Estimated Actual Loss (EAL)

In lieu of requiring the institution to assume the risk of default by purchasmg the -
ineligible loan from the holder, the Department has asserted a liability not for the loan
amount, but rather for the estimated actual or potential loss that the government may
incur with respect to the ineligible loan or loan amount. The estimated actual loss to the
Department that has resulted or will result from those ineligible loans is based on MMC’s
most recent cohort default rate available (3. 2%)

The total amount of Direct Loans. that MMC improperly disbursed during the 2008-2009,
2009-2010, and 2010-2011 award years for Findings 1, 16, and 24 is $688,982. The total
estimated actual loss that MMC must pay to the Department for the ineligible loans is
$49,407. Copies of the results of those calculations are included in Appendices I-1 thru
I-5.
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E. Payment Instructions

i. Liabilities Owed to the Department

MMC owes to the Department $102,881. This liability must be paid using an electronic
transfer of funds through the Treasury Financial Communications System, which is

known as FEDWIRE. MMC must make this transfer within 45 days of the date of this
letter. This repayment through FEDWIRE is made via the Federal Reserve Bank in New
York. If MMC’s bank does not maintain an account at the Federal Reserve Bank, it must
use the services of a correspondent bank when making the payments through FEDWIRE. -

Any liability of $100,000 or more identified through a program review must be repaid to
the Department via FEDWIRE. The Department is unable to accept any other method of
payment in satisfaction of these liabilities.

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 applicable).

Instructions for completing the electronic fund transfer message format are included on
the attached FEDWIRE form.
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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. MMC 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 MMC’s account representative.

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. Wntten 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, MMC has neither made payment in accordance
with these instructions nor entered into an arrangement to repay the lability under terms
satisfactory to the Department, the Department intends to collect the amount due and

" payable by administrative offset against payments due MMC from the Federal
Government. MMC may object to the collection by offset only by challenging the

- existence or amount of the debt. To challenge the debt, MMC 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 authonzed by the Debt
Collection Improvement Act of 1996.
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2 Liabilities Owed to FFEL Lenders and the Department in the case of Direct

Loans -

William D. Ford Federal Direct Loan (Direct Loan) Liabilities:

Direct Loan Closed Award Years (Request Extended Processing) -

Findings: 1 and 26
Appendices: G

MMC must repay the following Direct Loan liabilities:

DL Closed Award Year

The disbursement record for each student identified in the appendix listed above must be

Program Amount Amount Award Year
(Principal) (Interest) . '
Direct Unsubsidized | $7,574 $104 2010-2011
Direct Subsidized $1,976 $ 0 2010-2011
Direct Unsubsidized | $8,964 ‘$544 2009-2010
Direct Subsidized $1,803 $ 35 2009-2010
Direct Unsubsidized | $3,680 $572 2008-2009
Direct Subsidized $ 207 $ 20 -2008-2009 .
‘ Total Principal Total Interest
$24,204 $1,275

adjusted in the Common Origination and Disbursement (COD) system based on the
liability identified in the appendix. A copy of the adjustment to each student’s COD
record must be sent to Angela Beam within 45 days of the date of this letter.

Request Extended Processing

COD adjustments are necessary for the closed award years listed above. Before any

student level adjustments can be processed, MMC must immediately request extended

processing through the COD Website (http://cod.ed.gov). .

¢ Click on the Request Post Deadline/Extended Processing link under the School

menu. .

e On the request screen, the institution should indicate in its explanation that the

request is based on a program review, and provide the program review control

number.
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e The institution will be notified of the status of the request at the time of

submission, and will also be notified by email to the FAA and President when
extended processing has been authorized. At that time, the school must transmit

student/borrower level adjustments to COD for the closed award years.

Direct Logh Estimated Actual Loss

Findings: 1, 16, and 24
Appendices: C, D, E, I-1,1-2, 1-3, I-4, and I-5

DL Estimated Actual Loss
Amount Award Year
$ 7,758 2008-2009
$ 9,242 2009-2010
$32,407 - 2010-2011
Total
$49,407

MMC must pay the amount reflected above in Direct Loan estimated loss liabilities for :

the award years reflected above. The liabilities will be applied to the general Direct

Loan fund. This amount is also reflected in the total amount owed to the Department in

Section 1 above.

3. Liabilities Owed to the Department in the case of Title IV Grants

Federal Pell Grant — Closed Award Year

Findings: 24 and 26

Appendices: E, F, K-2 and K-4

MMC must repay:
Federal Pell Grant Closed Award Year

Amount Amount Title IV Grant Award Year -
(Principal) (Interest) : -

1% 4,851 $282 Federal Pell Grant 2008-2009
$ 4,858 $ 51 _ | Federal Pell Grant 2009-2010
$15,332 $ 0 Federal Peli Grant 2010-2011
Total Principal ‘Total Interest D 7
$25,041 $333
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The disbursement record for each student identified in the appendices to the applicable
findings must be adjusted in the Common Origination and Disbursement (COD) system
based on the amount of the liability identified in the appendices.

Adjustments in COD must be completed prior to remitting payment to the
Department. Payment cannot be accepted via G5. Once the Department receives
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 Angela Beam
within 45 days of the date of this letter.

Federal Pell Grant — Cancelled Award Year

Finding: 24

Appendices: E and K-2

MMC must repay:

Federal Pell Grant Cancelled Award Year

Amount Amount Title IV, HEA Grant | Award Year
(Principal) (Interest) .
$ 125 $ 20 Federal Pell Grant | 2006-2007
$2,122 $312 Federal Pell Grant 2007-2008
Total Principal Total Interest
$2,247 $332

The Hability above is for award years 5 years or older and student adjustments in the
Common Origination and Disbursement (COD) system are no longer possible. Irstead,
the funds will be returned to the general program fund for the applicable Title IV, HEA

program.
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Appendix A:

' Student Sample
-2008-2009 '

~ Student’s Name Student’s SSN (last four
digits only)

M Be s O W s R B

2009-2010
16.
17.
18.
19.
20
21.
22.
23.
24,
25
- 26.

27.
28.
29.
30.
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Return of Title IV Funds Student Sample
" 2008-2009

31.
32.
33.
34,
35.
36.
37.
38.
39.

2009-2010

40
32,
41.
42.
43,

44,
45,
46.
47.
48.
49,

Withdrawal Student Sample

2008-2009

52.
33.
54.
55
56.
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2009-2010

57.
58.
59.
60.
61.
62.

Additional Students Refer_'encéd
2009-2010

63.

Program Review Appendix Addendum
Advance Program Students Referenced

64.
41.
42.
65.
45.
39.
66.
67.
68.
69.
70.
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Appendix B: Finding 1 Student Level Liabilities

Return of Title IV Funds Calculation Liabilities

Student | Award Year | Last Name First Name | Student’s SSN [ Direct
No. : Unsubsidized
Loan Liability

-1 2010-2011 3} 94 :

$2,472

1
1-2 2009-2010
1-3 2010-2011 $ 17

1-4 2008-2009 $ 256

Total Direct Unsubsidized Loan Liability $2,839

Student’s SSN | Direct
Subsidized Loan

Liability

Student | Award Year | Last Name | First Name

No.

1-2 2009-2010

$667
1-3 2010-2011 '

Total Direct Subsidize
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Appendix C: Finding 1 Student Level Liabilitics |

Ineligible Loan Disbursements Subject to Estimated Actual Loss

{"Student | Award Year | Last Name First Namg Student’s SSN | Direct

No. Unsubsidized
Loan Liability

2-1 2009-2010

Total Unsubsidized Loan Liability . $8,259

Student | Award Year | Last Name | First Name Student’s SSN | Direct

No. ‘ Subsidized Loan
_ Liability

47 2009-2010 $1,628

Total Subsidized Loan Liability $1,628
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Appendix D: Finding 16 Student Level Liabilities

Ineligible Loan Disbursements Subject to Estimated Actual Loss

Student | Award Year | Last Name | First Name | Student’s SSN Direct
No. Unsubsidized
Loan Liability
27 2009-2010 $1,000
Finding 16 Ineligible Unsubsidized Loan Liability $1,000
Student | Award Year | Last Name | First Name | Student’s SSN | Direct
No. ) Subsidized Loan
Liability
27 2009-2010 $2,750
Finding 16 Ineligible Subsidized Loan Liability $2,750
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Appendix E: Finding 24 Student Level Liabilities
Federal Pell Grant Liabilities

Student | Award Year Last Name First Name | Student’s SSN | Federal Pell
No. ‘ : | Grant Liability
24-1 2010-2011 $ 694
24-2 2010-2011 $ 693
24-3 2008-2009 § 644
24-4 2008-2009 $§ 98
24-5 2010-2011 $ B8l6
24-6 2010-2011 $ 900
24-7 2009-2010 $1,106
24-8 2009-2010 $2,078
24-9 2010-2011 $ 1,982
24-10 2008-2009 $1,165
24-11 2010-2011 '$ 784
24-12 2009-2010 $ 120
24-13 2008-2009 $ 29
24-14 2009-2010 $ 193
24-15 2006-2007 $ 125
24-16 2007-2008 $2,122
24-17 2010-2011 $2,775
24-18 2010-2011 § 316
24-19 2009-2010 $ 53
24-20 2010-2011 . $ 248
| 24-21 2008-2009 $ 427
24-22 2008-2009 $1,071
24-23 2008-2009 $ 470
24-24 2009-2010 $ 53
24-25 2009-2010 § 51
24-26 2010-2011 $ 426
24-27 2010-2011 $ 200
24-28 2008-2009 $ 613
24-29 | 2008-2009 $ 334
24-30 2009-2010 $ 54
24-31 2009-2010 - . 669
24-32 2009-2010 $ 46
24-33 2010-2011 $ 619
24-34 - | 2010-2011 % 1,107
24-35 2010-2011 $ 825
24-36 2010-2011 $ 125
24-37 2010-2011 $ 670
24-38 2010-2011 $ 841
Total Federal Pell Grant Liability $25,542
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Appendix E: Finding 24 Student Level Liabilities

Direct Loan Liabilities
Student | Award Last Name . | First Name | Student’s Direct Direct
No. Year SSN Subsidized | Unsubsidized
Loan Loan
Liability Liability
24-1 2010-2011 $ 1,625 | § 2,292
24-2 2010-2011 $ 0| $ 7,203
24-39 2010-2011 $ - 1214 | % 0
2440 2010-2011 $ 3,500 | $ 1,280
24-41 2010-2011 $ 0189 500
24-42 2010-2011 $ 3750 | § 6,500
24-43 2008-2009 $ 2,032 | $ 3,643
24-44 2008-2009 $ 5755 | § 1,512
24-45 | 2010-2011 . 3 3465 | $ 2,410
24-46 | 2009-2010 $ 2750 8% 0
24-3 2008-2009 $ 2,493 | § 1,736
24-47 2010-2011 $ 5500 | $ 7,000
24-48 2010-2011 $ 1,100 | § 3,923
24-49 2008-2009 $ 1,650 | $ 1,100
24-50 2009-2010 $ 2,750 | § . 1,842
24-51 2010-2011 $ 0} $ 917
24-52 2010-2011 $ 4722 | $ 1,248 .
24-53 2008-2009 $ 0% 310
24-54 2010-2011 3 0] § 220
24-55 | 2008-2009 $ 01lS 1,875
24-56 2010-2011 $ 0| 8% 3,955
24-57 2010-2011 8 08 996
24-58 | 2010-2011 $ 0| 9% 4,750
24-9 2010-2011 $ 3465 | $ 4,410
24-59 2010-2011 $ 01{8% 2,854
24-60 2010-2011 -$ ‘1,100 | $ 1,400
24-61 2010-2011 $ - 5257 | % 13,468
24-62 2010-2011 $ 1,000 | $ 4,970
1 24-10 | 2008-2009 $ 013 3,239
24-63 2010-2011 $ 2,966 | $ - 0
24-64 2010-2011 $ 3900 | $ 8,600
24-65 2009-2010 $ 942 | $ 279
24-66 2010-2011 $ 8,250 | $ 12,250
24-67 2010-2011 $ 4050 | § 0
24-68 2010-2011 $ 4,100 | $ 0
24-69 2009-2010 $ 018$% 2,128
24-70 2010-2011 3 0% 2,845
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24-71 2008-2009 $ 0§ 961
24-11 2010-2011 $ 0]s 345
24-72 | 2008-2009 $ 2750 1% 1,020
24-73 | 2010-2011 $ 2,101 | $ 6,000
24-13 | 2008-2009 $ 1,100 | § 1,072
24-74 | 2009-2010 $ 0§ 280
24-75 | 2008-2009 $ 0|$ 750
24-76 | 2008-2009 $ 2750 | § i)
24-14 | 2009-2010 $ 0% 3,750
24-78 | 2009-2010 $ 894 | $ 1,190
24-79 | 2010-2011 $ 6625 | $ 3,433
24.80 | 2010-2011 $ 3754 | $ 4,121
24-81 2010-2011 $ 2750 | $ 3,500
24-82 | 2009-2010 $ 0% 8,650
24:83 | 2010-2011 $ 2,750 | $ 774
24-84 | 2010-2011 $ 2750 | $ 774
24.85 | 2009-2010 $ 406 | $ 1,765
24-86 | 2010-2011 $ 98 | $ 4,359
24-87 | 2010-2011 $ 377 | $ 1,297
24-88 | 2009-2010 $ 1,375 | $ 1,750
24-17 | 2010-2011 $ 1,500 | $ 500
24-89 | 2010-2011 $ 018§ 1,041
24-90 | 2008-2009 $ 1,840 | $ 2,484
24-91 2010-2011 $ 5500 (% - 7,000
24-18 | 2010-2011 $ 1,000 | $ 4,857
24-92 | 2010-2011 $ 018% 280
24-93 | 2010-2011 $ 1,992 | $ 1,450
24-94 | 2009-2010 $ 1,950 | $ 6,961
24-95 | 2010-2011 $ 0% 10333
24-96 | 2010-2011 $ 2750 | $ 3,500
24-97 | 2010-2011 $ 2750 | $ 4,750
24-98 | 2008-2009 $ EE 2,673
2499 | 2009-2010 . $ 2287]8$ 4,198
24-21 2008-2009 $ 1,650 | $ 591
24-100 |[2010-2011 $ 1425 | $ 11,118
24-101 | 2010-2011 $ 2750 | § 2,000
24-102 | 2009-2010 $ 3033 |8 9,842
24-103 | 2010-2011 $ 250 | § 500
24-22 | 2008-2009 $ 6,081 | % 1,561
24-104 | 2010-2011 $ 1,279 | $ 0
24-105 | 2010-2011 $ 0% 1,863
24-106 | 2010-2011 $ 0§ 14425
24-107 | 2010-2011 $ 250 | § 0
24-108 | 2009-2010 $ 1,125 | § 0
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10,559
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24-109 | 2009-2010
24-24 2009-2010
24-110 |-2010-2011
24-111 | 2010-2011
24-112 | 2010-2011
24-113 | 2010-2011
24-114 | 2010-2011
24-115 }2010-2011
24-116 }2010-2011
24-117 | 2010-2011
24-118 | 2010-2011
24-119 | 2010-2011
24-120 | 2010-2011
24-27 2010-2011
24-121 [2010-2011
24-122 | 2010-2011
24-123 | 2008-2009
24-124 | 2010-2011
24-125 12009-2010
24-126 | 2008-2009
24-127 | 2010-2011
24-128 | 2010-2011
24-129 | 2010-2011
24-130 | 2010-2011
24-131 | 2009-2010
24-132 | 2009-2010
124-133 [ 2010-2011
24-134 | 2009-2010
24-135 |2010-2011
24-136 | 2010-2011
24-137 |} 2010-2011
24-138 | 2009-2010
24-139 | 2010-2011
24-140 | 2010-2011
24-141 | 2009-2010
24-142 | 2010-2011
24-143 }2010-2011
24-144 | 2008-200%
24-145 | 2010-2011
24-146 | 2008-2009
24-147 | 2009-2010
24-148 | 2009-2010
24-149 | 2010-2011

24-150

2010-2011

6699%6‘3996695%595656999‘3'&6MB&&B&&%9999%%%%%%%&é%%%%%ﬁﬂ%%&ﬂéﬁ%éﬁéﬁ%m

2,625
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24-34 2011-2012
24-151 | 20i0-2011
24-152 {2010-2011
24-153 | 2009-2010
24-154 | 2008-2009
24-155 | 2010-2011
24-156 | 2010-2011
24-157 | 2010-2011
24-158 | 2010-2011
24-159 | 2009-2010
24-160 | 2010-2011
24-161 | 2010-2011
124-37 | 2010-2011
24-38 2010-2011

$§ . 275018 3,000
$ 2,750 | & 3,500
$ 4,500 | § 1,815
$ 0% 1,500
$ 013 625
$ 0183 7,375
$ 5905 | § 1,322
§. 2750 1'% 2,972
$ 2,141 |1 § 0
$ 0 1% 10237
$ 013 5,182
$ 0183 300
$ 5,500 | % 2,328
$ 3876 | % 0
$ 253,190 | $ 422,155

Total Direct Loan Liability




Mount Mercy College
OPE 1D 00188000
PRCN 201030727226
Page 54

Appendix F: Finding 26 Student Level Liabilities

Non-Term Return of Title IV Funds Calculation Liabilities

Student | Award Year | Last Name | First Name | Student’s SSN | Direct

No. ' ' : Unsubsidized
Loan Liability

26-1 2009-2010 $ 1,986

26-2 2010-2011 $ 1,797

26-3 2009-2010 $ 1,019

26-4 2010-2011 $ 1,214

26-5 2010-2011 $ 3,134

26-6 2009-2010 $ 3,487

26-7 2008-2009. $ 1,321

26-8 2010-2011 $ 173

26-9 2008-2009 $ 2,103

26-9 2010-2011 $ 1,145

Total Unsubsidized Loan Liability . $17,379

Student | Award Year | Last Name | First Name | Student’s SSN | Direct

No. ' Subsidized Loan
Liability

26-2 2010-2011 $ 426

26-3 2009-2010 $1,136

27-7 2008-2009 $ 207

26-8 2010-2011 $1,544

Total Subsidized Loan Liability - $3,313

Student | Award Year | Last Name | First Name | Student’s SSN | Federal Pell

No. Grant Liability

26-3 . | 2009-2010 $ 427

26-10 | 2010-2011 $ 266

26-11 | 2009-2010 $ 8

26-12 | 2010-2011 $1,045

Total Federal Pell Grant Liability | $1,746
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Appendix G: Student Level Adjustments for Direct Loans

(Rt a g
it} Stident s

20102011 |Unsubsidized $94 €0 50
20092010 |Unsubsidized $2,472 5130 50
2000-2010  |Subsidized $667 B14 . 015
2010-2011 :

Unsubsidized 1517 B0 B0
20102011

Subsidized $6 50 B0
20082009 |Unsubsidized  [$256 524 k0
20092010  |Unsubsidized $1,986 5121 50
2010-2011  [Unsubsidized 51,797 66 50
'2010-2011 . [Subsidized $426 50 51
2009-2010.  |Unsubsidized 51,019 556 50
2009-2010  |Subsidized $1,136. k21 21
2010-2011  |Unsubsidized $1.214 K29 50
20102011 |Unsubsidized - [$3.134 525 0
2009-2010 - [Unsubsidized 183,487 5237 50
2008-2009  |Unsubsidized 31,321 K191 )
2008-2009 * [Subsidized 5207 520 M
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Direct Loan | 20102011 _[Unsubsidized $173 80 50
Direct Loan | 2010-2011 _ [Subsidized 51,544 50 50
Dircct Loan | 2008-2009 . [Unsubsidized $2,103 5357 50
Direct Loan_| 20102011 _ [Unsubsidized $1,145 Ba4 50
OPE 001880, Mount Mercy College
Number of Students: 9
Number of Loans: 20
Imputed Interest Due to Lender: § 1,231
Direct Loan Cost of Funds: $ 42
Total Principal Adjustment: $24,204
Required Direct Loan Principal Adjustment: $24204
Direct Loan. Cost of Funds Due to Ed: 3 42
Imputed Interest Due to Student § 876
Total Direct Loan Liability: $21,859
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Appendix H: Estimated Actual Loss Formula Calculations

Appendix Finding # Award Year
H-1 1 2009-2010
H-2 16 2009-2010
H-3 24 : 2008-2009
H-4 - 24 2009-2010
H-5 24 2010-2011
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Appendix H-1: Estlmated Actual Loss Worksheet Flndmg 1 2009-2010

Name of Institution Mount Mercy College
1. Select Type Four-Year
2. Select Award Year 2009-10
3. Enter Cohort Defauilt Rate 3.2%
and/or Perkins Default Rate
4. Enter Ineligible Principal Ineligible Principal Estimated Defaults
a. DL Subsidized _ 1,628.00 $ 52.10
b. DL Unsubsidized . - $8,259.00 3 264.29
c. FFEL Subsidized $ -
d. FFEL Unsubsidized 3 -
e. PLUS (DL, FFEL) $ -
f. Perkins $ -
Disb to Repayment 969
Repayment to Default ' 612
Repayment to PIF 1712
Estimated Actual Loss Disb to Repayment :
Interest and Special DL Subsidized $ 186.98
Allowance Breakdown FFEL Sub $ -
FFEL Unsub = $ -
Repayment to Default
FFEL Subsidized $ -
FFEL Unsub $ -
Repayment to PIF
FFEL Subsidized 3 -
FFEL Unsub 3 -
Perkins Interest $ -
Totals - Estimated Actual DL Subsidized $ 239.08
Loss By Program " DL Unsubsidized $ 264.29
{Including Interest and FFEL Subsidized $ -
Special Allowance) FFEL Unsub $ -
PLUS (DL, FFEL) $ -
Perkins $ -
Total Estimated Actual Loss Liability - - | $ 503.37 |

The "Total Estimated Liability” shown on this worksheet is the Department's estimate of the "actual loss" to the Department that has or
will result from the ineligible FFEL and Direct Loan program loans made by your institution. Estimated defaults are calculated usmg
the most appropriate cohort default rate published by the Department.

The Department's loss for excess subsidies paid to lenders for ineligib]e loans is estimated by using the average number of days from:
- disbursement to éntering repayment,
- repayment to default, and
- repayment to paid-in-fult.

The averages used are from historical information supplied to the Department from all guarantee agencies.
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Appendix H-2: Estimated Actual Loss Worksheet - Finding 16 2009-2010 |

Name of Institution Mount Mercy College i
1. Select Type Four-Year : ;
2. Select Award Year 2009-10 |
3. Enter Cohort Default Rate 3.2%
and/or Perkins Default Rate
4. Enter Ineligible Principat Ineligible Principal Estimated Defaults
a. DL Subsidized $ 2,750.00 . 88.00
b. DL Unsubsidized $ 1,000.00 $ 32.00
c. FFEL Subsidized $ -
d. FFEL Unsubsidized 3 -
e. PLUS (DL, FFEL) 3 -
f. Perkins $ -
Disb to Repayment 969
Repayment to Default 619
Repayment to PIF 1712
- Estimated Actual Loss Disb to Repayment
Interest and Special DL Subsidized $ 315.85
Allowance Breakdown FFEL Sub $ -
FFEL Unsub $ -
Repayment to Default
FFEL Subsidized $ -
FFEL Unsub $ -
Repayment to PIF
FFEL Subsidized $ -
FFEL Unsub $ -
" Perkins Interest $ -
Totals - Estimated Actual DL Subsidized $ - 403.85
Loss By Program DL Unsubsidized $ 32.00
(Including interest and FFEL Subsidized $ -
Special Allowance) FFEL Unsub $ -
PLUS (DL, FFEL) $ -
Perkins $ -
Total Estimated Actual Loss Liability E 435.85 |

The "Total Estimated Liability” shown on this worksheet is the Department's estimate of the "actual loss" to the Department that has or
will result from the ineligible FFEL and Direct Loan program loans made by your institution. Estimated defaults are calculated using
" the most appropriate cohort default rate published by the Department.

The Department's loss for excess subsidies paid to lenders for ineligible loans is estimated by using the average number of days from:
- disbursement to entering repayment,
- repayment to default, and .
- repayment to paid-in-full.

The averages used are from historical information supplied to the Department from all guarantee agencies.
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Appendix H-3: Estimated Actual Loss Worksheet Findiﬁg 24 2008-2009

Name of Institution Mount Mercy
1. Select Type Four-Year
2. Select Award Year 2008-09
3. Enter Cohort Default Rate 3.2%

and/or Perkins Default Rate
4. Enter Ineligible Principal Ineligible Principal Estimated Defaults

a. DL Subsidized $ 38,184.00 $ 1,221.89

b. DL Unsubsidized $ 38,556.00 $ 1,233.79

c. FFEL Subsidized $ -

d. FFEL Unsubsidized $ -

e. PLUS (DL, FFEL) $ -

f. Perkins $ -
Disb to Repayment . 969 /
Repayment to Default 619
Repayment to PIF 1712

 Estimated Actual Loss Disb to Repayment
Interest and Special DL Subsidized $ 5,302.12
Allowance Breakdown FFEL Sub $ -
FFEL Unsub $ -
Repayment fo Default
FFEL Subsidized $ -
FFEL Unsub $ -
Repayment to PIF
FFEL Subsidized $ -
FFEL Unsub $ -
Perkins Interest $ -
Totals - Estimated Actual DL Subsidized % 6,524.01
Loss By Program DL Unsubsidized 3 1,233.79
(Including Interest and FFEL Subsidized $ -
Special Allowance) FFEL Unsub $ -
PLUS (DL, FFEL) 3 -
Perkins 5 -
Total Estimated Actual Loss Liability Is 7,757.80 |

The "Total Estimated Liability" shown on this worksheet is the Department’s estimate of the “actual loss" to the Department that has or
will result from the ineligible FFEL and Direct Loan program loans made by your institution. Estimated defaults are calculated using -

the most appropriate cohort default rate published by the Department,

The Department's loss for excess subsidies paid to lenders for ineligible loans is estimated by using the average number of days from:

- disbursement to entering rebayment,

- repayment to default, and
- repayment to paid-in-full.

The averages used are from historical information supplied to the Department from all guarantee agencies.
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Appendix H-4: Estimated Actual Loss Worksheet Finding 24 2009-2010

Name of Institution - Mount Mercy
1. Select Type ' Four-Year
2. Select Award Year 2009-10
3. Enter Cohort Defauit Rate 3.2%
and/or Perkins Default Rate
4. Enter Ineligible Principal Ineligible Principal Estimated Defaults
a. DL Subsidized $ - 38,575.00 $ 1,234.40
b. DL Unsubsidized $ 82,446.00 $ 2,638.27
¢. FFEL Subsidized ) $ -
d. FFEL Unsubsidized 3 -
e. PLUS (DL, FFEL) 3 -
f. Perkins $ -
Disb to Repayment 969
Repayment to Default : 619
Repayment to PIF 1712
Estimated Actual Loss Disb to Repayment
Interest and Special DL Subsidized 3 4,430.51
Allowance Breakdown FFEL Sub $ -
FFEL Unsub $ -
Repayment to Defaulf
FFEL Subsidized $ -
FFEL Unsub $ -
Repayment to PIF :
FFEL Subsidized $ -
FFEL Unsub 3 -
Perkins Inferest $ -
Totals - Estimated Actual DL Subsidized $ 5,664.91
Loss By Program DL Unsubsidized $ 2,638.27
(Including Interest and FFEL Subsidized $ -
Special Allowance) FFEL Unsub. $ -
PLUS (DL, FFEL) $ -
Perkins $ -
Total Estimated Actual Loss Liability Is 8,303.18]

The "Totat Estimated Liability” shown on this worksheet is the Department's estimate of the "actual loss” to the Department that has or
will result from the ineligible FFEL and Direct Loan program loans made by your mstrtutlon Estimated defaufts are calculated using
the most appropriate cohort default rate published by the Department. .

The Department's loss for excess subsidies paid to lenders for ineligible loans is estimated by using the average number of days from:
- disbursement to entering repayment,
- repayment to default, and
- repayment to paid-in-full.

The averages used are from historical information supplied to the Department from all guarantee agencies.
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Appendix H-5: Estimated Actual Loss Worksheet Finding 24 2010-2011

Name of Institution

Mount Mercy College

1. Select Type Four-Year
2. Select Award Year 2010-11
3. Enter Cohort Default Rate 3.2%
and/or Perkins Default Rate
4. Enter Ineligible Principal Ineligible Principal Estimated Defaults
a. DL Subsidized $ 176,431.00 3 5,645.79
b. DL Unsubsidized $ "~ 301,153.00 3 9,636.90
¢. FFEL Subsidized $ -
d. FFEL Unsubsidized $ -
e. PLUS (DL, FFEL) $ -
f. Perkins $ -
Disb to Repayment - ‘969
Repayment to Default 619
Repayment to PIF 1712
Estimated Actual Loss Disb to Repayment
Interest and Special DL Subsidized $ 17,124.20
Allowance Breakdown FFEL Sub $ -
' 'FFEL Unsub $ -
Repayment to Default
FFEL Subsidized $ -
FFEL Unsub 3 -
Repayment to PIF
FFEL Subsidized $ -
FFEL Unsub $ -
" Perkins Interest $ -
Totals - Estimated Actual - DL Subsidized % 22,769.99
Loss By Program DL Unsubsidized 3 9,636.90
(Including Interest and FFEL Subsidized 3 -
Special Allowance) FFEL Unsub 3 -
PLUS (DL, FFEL) $ -
Perkins 5 -
Total Estimated Actual Loss Liability is 32,406.89 |

The "Total Estimated Liability” shown on this worksheet
will result from the ineligible FFEL and Direct Loan program
the most appropriate cohort default rate published by the Department.

is the Department's estimate of the "actual loss” to the Department that has or
loans made by your institution. Estimated defaults are calculated using

The Department's loss for excess subsidies paid to lenders for ineligible loans is estimated by using the average number of days from:

- disbursement to entering repayment,

- repayment to default, and
- repayment to paid-in-full.

The averages used are from historical information supptied to the Department from all guarantee agencies.
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Appendix I: Estimated Actual Loss Formula Description

‘The Estimated Actual Loss Formula (EALF) is ‘used for only certain types of findings on
ineligible FFEL and Direct Loan liabilities. The EALF estimates (1) the principal
amount that has or will default; and (2) the interest and special allowance on the entire
ineligible loan amount. '

The EALF uses an institution’s applicable cohort default rate (CDR) to estimate the
amount of defaults from the ineligible principal amount. This is usually the institution’s .
latest published CDR. Draft CDRs are not used unless there is no prior CDR.

Example: Ineligible Principal Loan Amount ~ $100,000
Cohort Default Rate - 10.0%
Estimated Default Amount Due - $ 10,000

The EALF calculates interest and special allowance (SA), where applicable, on the entire
amount of ineligible loan principal. The number of days used to calculate interest and
special allowance is based on average mstoncal data for various time periods for different
typcs of schools.

Period School Type | One-Year . Two-Year  Four-Year Rate Types
Disbursement to Repayment 584 774 969 - Interest & SA
Repayment to Default 418 498 619 . SA”
Repayment to Paid In Full - 1659 1580 1712 SA

The EALF uses the actual interest rates in effect when the ineligible loans were disbursed
and an annualized average of the quarterly special allowance rates in effect. The EALF
divides the number of days in each time period so that changes in interest and special
allowance rates are considered. The EALF also assumes that the ineligible loans were
made in two disbursements after a 30-day delay.

Example for the Disbursement to Répayment Period for a Two-Year Institution (2004-
05)
Variable Rate Ineligible Loans: $40,000 sub51dlzed and $60 000 unsub51dlzed
Interest Rates: 04-05 (2.77), 05-06 (4.70), 06-07 (6.54)
SA Rates: 04-05 (1.45), 05-06 (1.55), 06-07 (0.53)

Subsidized Loan Amount {Interest and Special Allowance})
$40,000/2 x (451 x (.0422/365))
+ $40,000/2 x (730 x (.0625/365))
+ $40,000/2 x (367 x (.0707/365)) = $4,964.61
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Unsubsidized Loan Amount (Special Allowance Only)
$60,000/2 x (451 x (.0145/365))
+ $60,000/2 x (730 x (.0155/365))

+ $60,000/2 x (367 x (.0053/365)) = $1,627.36

NOTE: The number of days of 774 for this time period is doubled to 1548
(451+730+367) because the principal amount is divided by two.

Similar calculations are made for the other two periods. The total liability is the sum of
the default amount with the interest and special allowance calculations for all three
periods.
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Final Program Review Determination |

PRCN #:
Appendix J.
Cost of Funds Calculations
Appendix | Finding # Description
J-1 -1 Late or Unmade Return (Loans)
J-2 24 Ineligible Disbursements (Non-Loan) Cost of
-Funds and Administrative Cost Allowance

J-3 26 Late or Unmade Returns (Loan)

J-4 26

- -| Late or Unmade Returns (Federal Pell Grant)




Appéndix J- 1: Finding 1 Late or Unmade Returns (Lo'ans) - Cost of Funds

Name of Instilution: Mount Mercy Collage Nota: The withdrawal dafe is necessary to determine if an
Institution has 30 (default) or 45 days to return funds
institution  Retun  Retum Due Days Days Days - FFEL To Lender!
No. Dascription/Name Return Amount Progrem  W/DDate DetDate Paid Dale Date Late ED  Stud Interest SpcAll To £D Studant
-1 $64 00 {01 Unsub 08/08/11]__o6/o8/1d| o7eai1] 72301 0 O 0 6.60% 000% |§ - I8 -
1.2 §$2,472.00 |DL Unsub 10421/09 10/21/09]  09/13/10] 14/5/2009 282 ] 282 680% 000% |3 = $ 129.87
1-2 £667.00 |OL Sub 10/21/C9 10/21/09] 09/13M10] 12/5/2009 282 150 132 560% 000% {3 1535 [ & 13.51
13 17,00 |DL Unsab | 10/2010] _ O/05M 1] 02ai| 2Ra0il_ 10 1 6.60% OO00% |$ s ;
1-3 $6.00 [DL Sub 10/20110 01/091 1| 02/24111] 22372011 1 4 a 450% 0.00% [§ - [ -
14 $256.00 |DL Unsub 03117/09 03/17/08] 09M3/10] H1/2008 500 O 500 6B0% 000% |& = 3 23,85
Total Principal 3 351200
Total DL Sup 3 673.00
& Total DL Unsub b - 2B35.00
' Total FFEL Sub -
Total FFEL Unsub ] -
Total PLUS 3 -




| Appendix J-2: Finding 24 Ineligible Disbursements (Non-Loan) - Cost of Funds and Administrative Cost Allowance

Name of Institution:

Na.

24-1

24-2

24-3

24-4

24-5

24-6

24-7

24-8

24-9

24-10

24-11

24-12

24-13

24-14

24-15

2416

24-17

24-18

24-19

24-20

24-21

24-22

Description/Name

Mount Mercy College

Disburseme RetunPaid No.of CVFRor )

Ineligible : . To Inst
Disbrsmnt  Program nt Date Date . Days Interest Federal Share . ToED ‘Accounts
$694.00 |Pell Grant 6/8/2011]  6/8/2011 0 100% $ 694009 - |8 -
$683.00 |Pell Grant 6/8/2011] '6/8/2011 0 100% $ 693.00}% - 19 .
$644.00 |Pell Grant 6/30/2009|  6/8/2011 708 300% $§ 6440013 3748 1 % -
$98.00 |Pell Grant 6/30/2009|  6/8/2011 708 300% $  98.00(8% 5708 -
$816.00 [Pell Grant 6/8/2011|  6/8/2011 0 100% § 816003 - 13 -
$900.00 |Pell Grant 6/8/2011]  6/8/2011 0 1.00% $ 900.00}% - % -
$1,106.00 |Pell Grant 6/30/2010|  6/8/2011 343 1.00% $ 1,106.00 | 1039 1$ 5
$2,078.00 |Pell Grant 6/30/2010|  6/8/2011 343 1.00% $ 207800 % 1853 | § -
$1,982.00 |Pell Grant 8/8/2011|  6/8/2011 0 1.00% $ 1982008 - 13 =
$1,165.00 |Pell Grant 6/30/2008|  6/8/2011 708 3.00% $ 1165008 67.7¢ | % -
$784.00 |Pell Grant 6/8/2011|  6/8/2011 0 1.00% $ 78400 |% - 18 -
$120.00 |Pell Grant 6/30/2009} . 6/8/2011 708 . 3.00% $ 120.00 | § 698 |$ -
$29.00 [Pell Grant 6/30/2009|  6/8/2011 708 3.00% $ 28.00| $ 169 | $ -
$1983.00 |Pell Grant 6/30/2010{ _ 6/8/2011 343 1.00% % 193.001% 1811% -
$125.00 |Pell Grant 6/30/2007|  6/8/2011 1439 4.00% $ 12500 |§. 19711% -
$2,122.00 |Pell Grant 6/30/2008|  6/8/2011 1073 500% $ 2,122.00|% 31190 |% -
$2,775.00 |Pell Grant 6/8/2011|  6/8/2011 0 1.00% $ 277500 | § - |8 -
$316.00 |Pell Grant 6/8/2011]  6/8/2011 0 1.00% § 316.001 § - 18 -
$53.00 |Pell Grant 6/30/2010|  6/8/2011 343 1.00% § 53.00 (% 050 1% -
$248.00 [Pell Grant 6/8/2011|  6/8/2011. 0 1.00% $ 24800 |% - 13 -
$427.00 [Pell Grant 6/30/2009|  6/8/2011 708 3.00% $  427.00 | % 2485 | % -
$1.071.00 |Pell Grant 6/30/2009|  6/8/2011 708 3.00% $ 1071003 62.32 | $ -
$470.00 [Pell Grant 6/30/2008]  6/8/2011 708 3.00% $ 4700018 2735 | 8 -
$53.00 |Pell Grant 6/30/2010|  6/8/2011 343 1.00% § 53.00 | 8% 0.50 [$ -
$51.00 |Pell Grant 6/8/2011]|  6/8/2011 0 1.00% % 51.00 | $ - 8 -
$426.00 [Pell Grant 6/8/2011]  6/8/2011 0 100% 5 4260019 - 18 -
$200.00 |Pell Grant 6/8/2011|  6/8/2011 0 1.00% $ 20000(% - - 1% =
$613.00 |Pell Grant 6/30/2009| - 6/8/2011 708 300% % 61300 % 3567 | $ -
$334.00 |Pell Grant 6/30/2009|  6/8/2011 . 708  3.00% $ 3340039 19.44 | $ -
$54.00 [Pell Grant 6/30/2010}  6/8/2011 343 1.00% $ 54.00 | $ 05113 -
$669.00 [Pell Grant 6/30/2010|  6/8/2011 343 100% $ 669.00($ 62918 5
$46.00 |Pell Grant 6/30/2010]  6/8/2011 343 1.00% $ 46.00 | § 043 1% -
$615.00 [Pell Grant 6/8/2011|  6/8/2011 0 1.00% $ 619001 % - 19 -
$1,107.00 |Pell-Grant 6/8/2011|  6/8/2011 0 1.00% $ 1,107.00]% N -
$825.00 [Pell Grant 6/8/2011|  6/8/2011 0 1.00% $ 825.00 | § - |8 -




-

24-36 $125.00 |Pell Grant 6/8/2011 68/8/2011 0 1.00% $ $ - $
24-37 $670.00 |Pell Grant 6/8/12011 6/8/2011 0 1.00% $ $ - $
24-38 $841.00 |Pell Grant 6/8/2011 6/8/2011 0 1.00% % $ - 3
Total Ineligible Totals 'S 660.85]%
. ACA Liability
Campus-Based Amounts Spent (from FISAP, Part VI, Section B} Interast Breakdown :
Federal FWS Pell Grants $ 660.85 | $
Federal SEQG ACG $ - |8
Federal Perkins SMART 3 - $
TEACH 18 - 3
FwWs $ - $
Total C-B Spent $ FSEOG $ - $
ACA Percentage . Perkins $ - 3
FWS-50% Match 3 - $
Total Federal Share FWS-No Match $ - 3
Pell $ 255420018 25542.00 FSEOG-No Match 3 = $
ACG $ - $ = Perkins-No Match 3 = 3
SMART 3 - 3 - ACA Breakdown
TEACH $ - |3 -
FWS 3 a $ = FWS
FSEOG 3 = $ = FSEOG
Perkins $ - 3 - Perkins
FWS-50% Match 3 2 $ = FWS-50% Match
FWS-No Match 3 - $ - FWS-No Match
FSEOG-No Match $ - $ - FSEOG-Ne Match
Perkins-No Match 3 - 3 - Perkins-No Match
Total Campus-Based [ $ - 1% -




1

Appondlx J-3; Finding 26 Late or Unmade Returns {Loans) - Cost of Funds

Nama of Institution:

Moun! Marcy College

Note: The withdrawal date is necessary to delermine if an
institution has 30 (default) or 45 days to return funds

: Institution  Retum  Raturn Due Days Days Days FFEL To Lender/

No.  Description/Name Return Amount Program WD Date DetDale Paid Dale Dats Late ED Stud interest  SpcAll ToED Student
26-1 § 1,985.0C |DL Unsub 6/1/2010 612010 _06/08M 1] THMeIR010 327 Q 327 6,80%  0.00% - 120,99
26-2 $ 1,797.00 |DL Unsub 4151201 1 4/5/20111 _08/08/11] 5/20/2011 15 2] 18 6.80%  0.00% - 6.36
26-2 426.00 |DL Sub 41512011 4/5/2011] 06/08/ 52012010 19 19 0 4.50% 0.00% 1.00 -
26-3 1,019.00 |OL Unsub 7i1/2010 71/20H0] 06/08/ BMSR2010 287 O . 297 5.80% 0.00% - 56.38
26-3 1,136.00 |DL Sub 74172010 T1/2010] 0608/ BM52010 297 150 147 4.50%  0.00% 21.01 20.59
26-4 1,214.00 |DL Unsub 1211810 12118/0] 08/068/11} 24122011 127 0 127 6.80% 0.00% - 28.72
26-5 3.134.00 |OL Unsub 3M22011]  an2r2011] 08/0BIM1[ 42672011 43 [1] 43 6.80%  0.00% - 3 25.11
26-6 3,487.00 | DL Unsub 472412040 4r24r2010] 06/08M11] 6812010 386 O 365 680%  0.00% - 237.12
26-7 1,321.00 |PL Unsub 362009]  a/sr2008[ 06/08/11] 42372008 776 0 76  6B80% "0.00% |3 B 190,68
26-7 207.00 [DL Sub /9/2008]  3/5/2009] 06/08/11] 4/23/2009 776 150 626  6£00% 000% [3§ 5.10 21.30
26-8 5 173.00 |DL Unsub 6/29/2011| 6/29/2011] oBM3n1| BM32011 0 0 0 6.80%  0.00% - -
26-8 ] 1,544.00 JOL Sub 6/29/2011]  6/20/2011] 08M3M1[ BH32041 0 0 0 4.50%  0.00% . -
269 $ 2 103.00 |01, Unsub | 10/26/2008| 10/25/2008] 08/08/11] 12/9/2008 611 0 911 6.80%  0.00% - 1§ 356082
26-9 $1,145.00 |DL Unsub 10/02/10]  10/02M10] 06/08/11] 11162010 204 0 204 680% 0.00% - 13 43.52

Total Principal [5_2z7a1[s 1jo7.89]

) | $ 113510
Total DL Sub $ 3313.00
Total DL Unsub 3 17,379.00

Total FFEL Sub
Tetal FFEL Unsub
Tatal PLUS




Appendix J-4: Finding 28 Late or Unmade Returns (Federal Pell Grant)
Name of Institution: Mount Marcy Collége Note: the withdrawal dale is necessary lo determine if an
: Institution has 30 {defaull} or 45 days to refurm funds
- Ratum © oy Instituton. Return Paid Retun Due Days  CVFR or Fedaral © Te lnst
No.  Description/Name . Amount Pragram Wil Date  Det Date Date Data Late Intarast Share ToED Accounts
$___427.00 [Pell Grant 7i/2010] 7472010 8/8201 0BM3H0 207 1.00% 47768 3.47 .
$ 26600 |Pell Grant 12118/2010] 1241872010 881201 02101144 127 1.00% 268.00 0.93 B
$8.00 |Pall Grant 3/28/2010] 3282010 8/8/20 (LKL TS T.00% 8.00 0.08 &
§_1.045.00 | Pell Grant FAROA| TNROTY|  6/8/20 [EHER G T00% _§ 104500 - |5 v
Tatal Raturns Totals [§  440]8 -]
Total Campus-Baseg [s - 1 ’
Teotals By Program " Interast Breakdown
Pell Grant 1,746.00 Pall Grant 4.49 -
FSEOG - s FSEQG - -
Parkins - Parkins - -
. ACG - ACG - -
- SMART - SMART - -
TEACH - TEACH . - -
FSEDG-No Match - FSEQG-No Maich - -
Parkins-No Match - . Perkins-No Match - -
»
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A. Institutional Information

Mount Mercy College

1330 Elmhurst Drive N.E.

Cedar Rapids, 1A 52402-4797

Type: Private, non-profit |

Highest Level of Offering: Master’s Degree

Accrediting Agency: North Central Association of quleges and Schools (NCASC)
Current Student Enrollment: 1671 (Sprmg 2010)

% of Students Receiving Title IV: 74.50% (2009/10 award yea:)

Title IV Participation (G5):
_ ' 2008/09 award year
Federal Pell Grant Program _ $1,114,127
Federal Direct Loan Program $9,658,441
Federal Perkins Loan Program $489,933

Federal Supplemental Educational
Opportunity Grant (FSEOG) Program  $180, 215
Federal Work Study (FWS) Program $357,040

Default Rate - Direct Loans 2007: 1.7%
2006: 1.5%
2005: 2.1%

Default Rate - Perkins: | 2009: 11.49%
2008: 7.74%
2007: 7.85%
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B. Scope of Review

The U.S. Department of Education (the Department) conducted a program review at
Mount Mercy College (MMC) from May 10, 2010 to May 13, 2010. The review was
conducted by Mr. Roy Chaney, Mr. John Nading, and Ms. Angela Beam.

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

A sample of 30 files was identified for review from the 2008/09 and 2009/10 (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. In addition, 32
files of students who withdrew from the institution were selected. Appendix A lists the
names and partial social security numbers of the students whose files were examined
during the program review. '

Disclaimer:

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

During the review, several areas of noncompliance were noted. F indings of
noncompliance are referenced to the applicable statutes and regulations and specify the
actions to be taken by MMC to bring operations of the financial aid programs into
compliance with the statutes and regulations.

Finding 1. Late Returns of Title IV Funds

Citation: Federal regulations state that when a recipient of Title IV grant or loan
assistance withdraws from an institution during a payment period or period of enrollment.
in which the recipient began attendance, the institution must determine the amount of
Title IV grant or loan assistance (not including Federal Work Study or the non-Federal
share of FSEQG awards if an institution meets its FSEOG matching share by the
individual recipient method or the aggregate method) that the student earned as of the
student’s withdrawal date. If the total amount of Title IV grant or loan assistance, or
both, that the student earned is less than the amount of Title IV grant or loan assistance
that was disbursed to the student or on behalf of the student in the case of a PLUS loan,
as of the date of the institution’s determination that the student withdrew, the difference
between these.amounts must be returned to the Title IV programs. If the total amount of
Title [V grant or loan assistance, or both, that the student earned is greater than the total
amount of Title IV grant or loan assistance, or both, that was disbursed to the student or
on behalf of the student in the case of a PLUS loan, as of the date of the institution’s
determination that the student withdrew, the difference between these amounts must be
treated as a post-withdrawal disbursement. 34 C.F.R. § 668.22(a)

Beginning July 1, 2006, Federal regulations require an institution to calculate and return
Title IV refunds no later than 45 days after the date .of the institution’s determination that
the student withdrew 34 C.F.R. § 668.22() '

Noncompliance: In two of 20 2008/09 and 2009/10 Return of Title IV Funds
calculations reviewed, MMC failed to make the necessary Returns within the required
time frames.

Student #47 The financial aid file indicates that the student withdrew on 10/21/09, and
MMC’s date of determination that the student withdrew was also 10/21/09. MMC
performed a Return of Title IV Funds calculation on 11/5/09 that identified a Return of
$995 in Unsubsidized Direct Stafford Loan funds and $622 in Subsidized Direct Stafford
Loan funds. The student’s account card and institutional financial records indicate that
the return of $619 in Subsidized Direct Stafford Loan funds was made on 11/16/09.
However, institutional records reflect that the return of $991 in Unsubsidized Direct
Stafford Loan funds was not made until 4/27/10, while the Department’s Common
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Origination and Disbursement (COD) system indicates that the return was not made until
4/28/10—144 days late. As of 5/13/10—the last day of the program review—the-
remaining $3 of Subsidized Direct Stafford Loan funds and $4 in Unsubsidized Direct
Stafford Loan funds had not been returned.

Student #39 The financial aid file indicates that MMC determined that the student
withdrew on 10/14/08. MMC performed a Return of Title IV Funds calculation on
1/8/09—41 days late—that identified a return of $1,185 in Unsubsidized Direct Stafford
Loan funds. The student’s account card indicates that the Return was made on 1/26/09.
However, the Department’s COD system indicates that the original disbursement of
$1,383 reported on the Return of Title I'V Funds calculation and the student’s account
card was not, in fact, reported to COD at the time of the alleged disbursement. Rather,
the institution appears to have offset a Post-Withdrawal Disbursement (PWD) drawdown
of the Unsubsidized Direct Stafford Loan funds on 1/12/09 by the amount of the Return
due.

Required Action: In responseé to this finding, MMC must provide comprehensive
information for all Title IV recipients who officially or unofficially withdrew during the
2008/09, 2009/10, and 2010/11 award years. The institution must identify, review, and
report on the files of all Title IV recipients for whom a Return calculation was performed
_or should have been performed in any of the three award years. For Returns that are
found to be improperly calculated and Returns that should have been calculated but were
not, MMC must perform a correct calculation or recalculation.

The materials the institution must submit include:

(1) A spreadsheet that contains, for each Title IV recipient who officially or
unofficially withdrew, the following information:

(1) Student’s name;
" (2) Last four digits of student’s SSN number;
(c) Student’s last date of attendance;
(d) Student’s withdrawal date;
(e) The date that MMC determined that the student withdrew,
(f) The date that the original Return was calculated;
(2) The amount of Title IV funds returned, if applicable (organized by Title [V
program);
(h) The date(s) the Return(s) were made (organized by Title IV program);
(i) Amount of post-withdrawal disbursement (PWD), if applicable;
() Title IV program from which PWD was made;
(k) Date PWD was paid;
(I) Date of corrected Return of Title IV Funds calculation, if applicable;
(m) Corrected amount of Return, if applicable;
(n) Title 1V program to which corrected Return(s) was made;
(o) Date of corrected Return; .
(p) Amount of PWD, if applicable;
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(q) Title IV program from which PWD was made;
(r) Date PWD was paid.

The spreadsheet should be organized by award year, and then by md1v1dual
student. The spreadsheets should be compiled in an Excel spreadsheet program
and submitted in CD-ROM format;

(1) A copy of the complete original Return of Title IV Funds calculation worksheet
for each Title IV recipient who withdrew in the 2008/09, 2009/10, and 2010/11
award years (MMC must identify calculations that were first performed as a result
of the PRR);

(2) A copy of the complete corrected Return of Title IV Funds calculation, if

: applicable;

(3) A copy of all pertinent student account cards for the Returns identified above.
The account card should reflect the disbursements included in the Return
calculation as well as the return of the Title IV funds, if applicable;

(4) Legible copies of all audit trail documentation (i.e. wire transfer records on bank -
statements, institutional drawdown and refund reports, screen prints of Common
Origination and Disbursement [COD] screens with pertinent detail information) to
support the return of the funds to the Title IV accounts. The documentation must
clearly identify the amount of the Return for the individual in question. Ifa
Return was repaid to the Title IV programs by check, then a leglble copy of the
cancelled check, front and back, must be submitted;

(5) A copy of MMC’s official withdrawal form (or other official withdrawal
documentation) for each Title IV recipient who officially withdrew, with the

. official date of withdrawal notated.

(6) Copies of all pertinent attendance records supporting MMC’s determmatlon of the
student’s last date of attendance.

(7) In cases where a post-withdrawal disbursement was calculated, copies of all
supporting documentation establishing that the post-withdrawal disbursement of
Title IV loan funds was offered to the student or parent, and the student or
parent’s response to that offer. In cases where no such documentation is
available, MMC must provide documentation indicating that the student, or parent
in the case of a PLUS loan, was notified that a post-withdrawal disbursement was

- made on their behalf, the amount of the disbursement, and the date that it
occurred;

(8) In the case of unearned aid that is required to be returned by a student, copies of
all supporting documentation establishing that MMC contacted the student and
made appropriate repayment arrangements, as outlined in Federal regulations.

The Return of Title IV Funds spreadsheet discussed above should be compiled in an
Excel spreadsheet program and submitted i in CD-ROM forrnat in the following manner:



Mount Mercy College

OPE ID 00188000
PRCN 201030727226
Page 8
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Hard copy and electronic files containing PII must be safeguarded as described in the
enclosure to the cover letter of this report. '

Additionally, MMC must review and revise its internal policies and procedures to ensure
that Returns of Title IV Funds are performed in a timely manner in the future. A copy of
these procedures must accompany MMC’s response to this report.

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

Finding 2. Failure to Perform Return of Title IV Funds Calculations

Citation: Federal regulations state that when a recipient of Title IV grant or loan
assistance withdraws from an institution during a payment period or period of enrollment
in which the recipient began attendance, the institution must determine the amount of
Title IV grant or loan assistance (not including Federal Work Study or the non-Federal
share of FSEOG awards if an institution meets its FSEOG matching share by the
individual recipient method or the aggregate method) that the student earned as of the
student’s withdrawal date. If the total amount of Title IV grant or loan assistance, or
both, that the student earned is less than the amount of Title IV grant or loan assistance
that was disbursed to the student or on behalf of the student in the case of a PLUS loan,
as of the date of the institution’s determination that the student withdrew, the difference
between these amounts must be returned to the Title IV programs. If the total amount of
Title IV grant or loan assistance, or both, that the student earned is greater than the total
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amount of Title IV grant or loan assistance, or both, that was disbursed to the student or
on behalf of the student in the case of a PLUS loan, as of the date of the institution’s
determination that the student withdrew, the difference between these amounts must be
treated as a post-withdrawal disbursement. 34 C.F.R. § 668.22(a)

For the purposes of the Return of Title IV Funds calculation, in each payment period or
period of enrollment a pro rata schedule is used, up through the 60 percent point,to
determiné the amount of Title IV funds the student has earned at the time of withdrawal.
After the 60 percent point in the payment period or period of enrollment, a student has

~ earned 100 percent of the Title IV funds he or she was scheduled to receive during the
period. For a student who withdraws after the 60 percent point-in-time, there are no
unearned funds. However, a school must still complete a Return of Title IV Funds
calculation in order to determine whether the student is eligible for a post-withdrawal
disbursement. 2008/09 Federal Student Aid Handbook, Volume 5, Chapter 2

Noncompliance: For one of 20 2008/09 and 2009/10 Title IV recipients who withdrew
from MMC, the institution failed to perform a Return of Title IV Funds calculation.

Student #42 The ﬁnanc1al aid file and academic transcript indicate that the student
attended the institution’s winter 2010 term and withdrew on 2/7/10— a point after the
listed “add/drop” period. Although the student received $1,789 in Subsidized Direct
Stafford Loan funds on 1/25/10, MMC failed to perform a Return of Title IV Funds
calculation for this student. :

It is noted that the full amount of the $1,789 in Subsidized Direct Staﬁ"ord Loan funds
was returned to the Department on 4/27/10, according to MMC?’s account card for this
student. However, the Department’s COD system reflects that as of 7/14/10, the full
amount of the $1,789 disbursement of Subsidized Direct Stafford Loan funds, as well as a
further $568 in Subsidized Direct Stafford Loan funds are still reported as having been
disbursed to the student on 2/1/10. '

Required Action: A previous finding requires MMC to review the records of all Title
IV recipients who officially or unofficially withdrew during the 2008/09, 2009/10, and
2010/11 award years and identify any late, unmade, improperly calculated, or
uncalculated Returns of Title IV Funds. Consequently, no additional reconstructlve :
action wxll be required as a result of this finding at this time.

However MMC must review the student files of student #42 and attempt to determine
what exactly occurred and how to properly resolve the issue. A discussion of MMC’s
review and resolution of this finding must accompany the institution’s response to this
report.
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Finding 3. ﬁnproper Return of Title IV Funds Calculation

Citation: Federal regulations state that when a recipient of Title IV funds withdraws
from an institution during a payment period or period of enrollment in which the recipient
began attendance, the institution must perform a Return of Title IV Funds calculation to
determine the amount of Title IV grant or loan assistance the student earned as of the
student’s withdrawal date. The calculation should incorporate all of the elements of a
Return of Title IV Funds calculation identified in pertinent Federal regulations. 34 C. F R.
§ 668.22

Noncompliance: In one instance, MMC has 1mpr0perly performed a Return of Title IV
Funds calculation.

Student #31  The institution determined that the student withdrew on 4/14/09 al_ld
performed a Return of Title IV Funds calculation on that same date. In calculating the
Return, MMC reported that $2,365 in Pell Grant funds and $4,500 in Subsidized Direct
Stafford Loan funds were disbursed to the student during the payment period, and that an
additional $2,365 in Pell Grant funds and $4,500 in Subsidized Direct Stafford Loan
funds could have been disbursed. Based on this disbursement history, MMC concluded
that the student was eligible to receive a PWD of $6,865. However, the only Title IV
disbursements that the student was eligible to receive during the payment period were the
funds that were disbursed. Consequently, the calculation of a $6,865 PWD was incorrect.

It is noted that because there were no outstanding institutional charges, MMC did not
apply PWD funds to the student #31°s account. However, it is unclear whether MMC
paid the PWD du’ectly to the student

Required Action: A previous finding requires MMC to review the records of all Title
IV recipients who officially or unofficially withdrew during the 2008/09, 2009/10, and
2010/11 award years and identify any late, unmade, or improperly calculated refunds.
Consequently, no additional reconstructive actlon will be required as a result of this
finding at this time. : ‘

However, MMC must review the financial aid file of student #31 and determine whether .
a PWD was made directly to the student. If so, MMC must provide the amount of the
disbursements, the Title [V programs from which the disbursements came, and the date
of the disbursements.

Instructions for repayment of any liabilities will be provided in the FPRD letter. The
institution must not repay any funds owed to the Department until the FPRD is issued.
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Finding 4. Improper Return of Title IV Funds Policy '

Citation: Federal regulations state that when a recipient of Title I'V grant or loan
assistance withdraws from an institution during a payment period or period of enrollment
in which the recipient began attendance, the instifition must determine the amount of
Title IV grant or loan assistance (not including Federal Work Study or the non-Federal
sharé of FSEOG awards if an institution meets its FSEOG matching share by the

 individual recipient method or the aggregate method) that the student earned as of the.

student’s withdrawal date. If the total amount of Title IV grant or loan assistance, or
both, that the student earned is less than the amount of Title IV grant or loan assistance
that was disbursed to the student or on behalf of the student in the case of a PLUS loan,
as of the date of the institution’s determination that the student withdrew, the difference
between these amounts must be returned to the Title IV programs. If the total amount of
Title IV grant or loan assistance, or both, that the student earned is greater than the total
amount of Title IV grant or loan assistance, or both, that was disbursed to the student or
on behalf of the student in the case of a PLUS loan, as of the date of the institution’s
determination that the student withdrew, the difference between these amounts must be
treated as a post-withdrawal disbursement. 34 C.F.R. § 668.22(a)

A student begins earning Title IV funds on his or her first day of attendance. Therefore,
even if a student withdraws before a school’s-census date, the school must perform a
Return calculation. 2009/10 Fi e_deral Student Aid Handbook, Volume 5, Chapter 2

Noncompliance: In one respect, MMC has failed to perform Return of Title IV Funds
calculations for Title IV recipients who have withdrawn.

MMC’s published Return of Title IV Funds policy indicates that the institution does not
perform a Return of Title IV Funds calculation for Title IV recipients who withdraw
within the institution’s two-week “add/drop” period.

The published policy states:

“If a student withdraws from the college within the add/drop period, a (Return of
Title IV Funds) withdrawal calculation is not needed. In this situation, all of their aid
would be returned because they will be treated as a ‘cancel.” They will not be charge
for any courses and will not receive a grade.” : :

Required Action: A previous finding requires MMC to review the records of all Title
IV recipients who officially or unofficially-withdrew during the 2008/09, 2009/10, and
2010/11 award years and identify any late, unmade or improperly calculated refunds.
Consequently, no additional reconstructive action will be required as a result of this
finding at this time. However, MMC must include students who withdrew within the

~ “add/drop” period in the required reconstruction.

However, MMC must review and revise its Return of Tifle IV Funds policies and
procedures to ensure that a Return of Title IV Funds calculation will be performed for all
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Title IV recipients who withdraw after attending class in a payment period. A discussion
of these revised policies and procedures should accompany MMC'’s response to this
report.

Finding 5. Improper Holding of Title IV Credit Balances

Citation: Federal regulations state that whenever an institution disburses Title IV
program funds by crediting a student’s account and the total amount of all Title IV

* program funds credited exceeds the amount of tuition and fees, room and board, and
other authorized charges the institution assessed the student, the institution must pay the
resulting credit balance directly to the student or parent as soon as possible but—

(1) No later than 14 days after the balance occurred if the credit balance occurred
after the first day of class of a payment period; or

(2) No later than 14 days after the first day of class of a payment period if the credit
balance occurred on or before the first day of class of that payment period. 34
C.F.R. § 668.164(¢) : '

. Federal regulations state that an institution is permitted to hold credit balances if it
obtains a voluntary authorization from the student (or parent, in the case of PLUS).

In obtaining the student’s or parent’s authorization, an institution (1) may not require or
coerce the student or parent to provide that authorization; (2) must allow the student or
parent to cancel or modify that authorization at any time; and (3) must clearly explain
how it will carry out that activity.

A school may include two or more of the items that require authorization in one
statement. However, each component and term in the authorization must be conspicuous
to the reader, and a student (or parent borrower) must be informed that he or she may
refuse to authorize any individual item on the statement.

If a student or parent cancels an authorization to hold Title TV funds, the institution must
pay those funds directly to the student or parent as soon as possible but no later than 14
days after the institution receives that notice. 34 C.F.R. § 668.165(b)

A school is permitted to hold credit balances if it obtains a voluntary authorization from
the student (or parent, in the case of PLUS). If the school has the authorization to hold
the credit balance, it must identify the amount of funds that it holds for the student or
parent in a subsidiary ledger account designated for that purpose. The school also must
maintain, at all times, cash in its bank account at least equal to the amount that it holds
for students. The school is permitted to retain any interest earned on the student’s credit
balance funds. Because FSA funds are awarded to students to pay current year charges,
notwithstanding any authorization from the student or parent, the school must pay (1) any
remaining balance on FSA loan funds by the end of the loan period, and (2) any other



Mount Mercy College.
OPE ID 00188000
PRCN 201030727226
‘Page 13

remaining FSA program funds by the end of the last payment period. 2009/10 Federal
Student Aid Handbook, Volume 4, Chapter 1

Notwithstanding any State law (such as a law that allows funds to éscheat to the State),
an institution must return to the Secretary, lender, or guaranty agency, any Title IV, HEA
program funds, except FWS program funds, that it attempts to disburse directly to a
student or parent but the student or parent does not receive or negotiate those funds. For
FWS program funds, the institution is required to return only the Federal portion of the
payroll disbursement.

If an institution attempts to disburse the funds by check and the check is not cashed, the
institution must return the funds no later than 240 days after the date it issued that check.
If a check is returned to the institution, or an EFT is rejected, the institution may make
additional attempts to disburse the funds, provided that those attempts are made not later
than 45 days after the funds were returned or rejected. In cases where the institution does
not make another attempt, the funds must be returned before the end of this 45 day.
period.- In cases where the institution makes further attempts, the institution must cease
any additional disbursement attempts and return the funds no later than 240 days after the
date it issued the check. 34 C.F.R. § 668.164(h) '

Federal regulations state that an institution is permitted to hold credit balances if it
obtains a voluntary authorization from the student (or parent, in the.case of PLUS). In
obtaining the student’s or parent’s authorization, an institution (1) may not require or
coerce the student or parent to provide that authorization; (2) must allow the student or
parent to cancel or modify that authorization at any time; and (3) must clearly explain o
how it will carry out that activity. 34 C.F.R. § 668.165(b)

Noncomplianée: In three respects, MMC has improperly held Title IV credit balances
on behalf of students. '

First, MMC does not maintain Title IV credit balances in a subsidiary ledger of its
general ledger, nor does the institution have procedures in place to verify that it
maintains, at all times, cash in its bank account at least equal to the amount of the Title
" IV credit balances that it holds for students.

Second, although MMC maintains an un-negotiated check fund, it has no procedures in '
place for identifying which un-negotiated checks represent Title IV credit balances, or for
returning the un-negotiated Title IV credit balance checks to the Department. '

Third, MMC has held Title IV credit balances on behalf of students without first
obtaining the necessary authorization from the student.

For example, the account card of student #1 indicates that for the Spring 2009 term the
student received $2,737 in Subsidized Direct Stafford Loans funds and $3,483 in
Unsubsidized Direct Stafford Loans funds. Because the amount of Title IV funds applied
to the account exceeded the amount of allowable current charges, a Title IV credit
balance of $3,850 was created on 1/26/09—the date of the Unsubsidized Direct Stafford
Loan disbursements. The Title IV credit balance was not paid until 2/17/09—-eight days
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late. The student’s financial aid file did not include an authorization to hold Title IV
credit balances. :

Likewise, the account card of student #2 indicates that for the Spring 2009 term the
student received $2,737 in Subsidized Direct Stafford Loans funds, $3,483 in
Unsubsidized Direct Stafford Loans funds, and $1,000 in Perkins Loan funds. Because
the amount of Title IV funds applied to the account exceeded the amount of allowable
current charges, a Title IV credit balance of $2,950 was created on 1/28/09—the date of a
tuition adjustment entry. for the Spring 2009 term. The Title IV credit balance was
reduced to $1,120 on 2/4/10—the date of a tuition adjustment entry for the Winter 2009
term. The reduced Title IV credit balance was not paid until 2/16/09—five days late.

The student’s financial aid file did not include an authorization to hold Title I'V credit
balances.

Required Action: With respect to the issue of maintaining Title I'V credit balances in a
subsidiary ledger of the institution’s general ledger and having procedures in place to
verify that the institution maintains cash in its bank account to cover all Title IV credit
balances, MMC must develop and implement appropriate policies and procedures to

* ensure that it meets these two accounting requirements in the future. A discussion of
these policies and procedures must accompany MMC’s response to this report.

With respect to the issue of having no procedures for identifying which un-negotiated
checks in its un-negotiated check fund represent Title IV credit balances, MMC must
develop and implement procedures designed to ensure that the institution will be able to
effectively track and, as necessary, repay un-negotiated Title IV credlt balance checks to
the Department within the required time frames. :

Also, MMC must review the student account cards for all students currently identified as
having a credit balance and for whom (1) MMC has been unable to deliver the funds, and
(2) the original credit balance check has ceased to be negotiable. For each credit balance
that MMC determines to be a Title IV credit balance in accordance with Federal
regulatlons MMC must provide the followmg mformatmn

(1) Student’s name; :

(2) Social Security number;

(3) Award year;

(4) Amount of Title IV credit balance;

(5) Title IV program(s) that created the credit balance (organized first by Title IV
program, then date of disbursement, then amount of disbursement);

(6) Date of original Title IV credit balance check;

(7) Date that original Title IV credit balance check became non-negotiable;

(8) Copy of student’s complete account card. :

Instructions for repayment of any un-negotiated Title IV credit balance funds will be
provided in the FPRD letter. The institution must not repay any funds owed to the
Department until the FPRD is issued.
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With respect to MMC'’s failure to maintain signed Title IV credit balance holding
authorizations in student files, the institution must devise and implement procedures to
ensure that, in the future, an appropriate written authorization is obtained from students
or parents prior to holding Title IV credit balances. A discussion of those procedures
should accompany MMC’s response to this report.

Finding 6. Improper Authorization to Hold Title IV Credit Balances

Citation: Federal regulations state that an institution is permitted to hold credit balances
if it obtains a voluntary authorization from the student (or parent, in the case of PLUS). ‘

In obtaining the student’s or parent’s authorization, an institution (1) may not require or
coerce the student or parent to provide that authorization; (2) must allow the student or
parent to cancel or modify that authorization at any time;-and (3) must clearly explain
how it will carry out that activity. '

A school may include two or more of the items that require authorization in one
statement. However, each component and term in the authorization must be conspicuous
to the reader, and a student (or parent borrower) must be informed that he or she may

. refuse to authorize any individual item on the statement. '

If a student or parent cancels an authorization 1o hold Title IV funds, the institution must
pay those funds directly to the student or parent as soon as possible but no later than 14
days after the institution receives that notice.’ '

Notwithstanding any authorization obtained by the institution under this paragraph, pay
any remaining balance on loan funds by the end of the loan period and any remaining
other Title IV, HEA program funds by the end of the last payment period in the award
year for which they were awarded. 34 C.F.R. § 668.165(b) . ‘

Noncompliance: In two respects, MMC has not developed an authorization to hold Title
IV credit balances that meets the Department’s requirements.

First, MMC’s authorization to hold Title IV credit balances does not include a statement
indicating that a student can rescind the authorization at any time. )

~ Second, MMC’s authorization to hold Title IV credit balances does not include a
statement indicating that the institution will pay any remaining balance on loan funds by
the end of the loan period and any remaining other Title IV, HEA program funds by the
end of the last payment period in the award year for which they were awarded. -

Required Action: MMC must revise its existing authorization to hold Title IV credit
balances so that it conforms to Departmental regulations. A copy of MMC’s revised
written authorization should accompany its response to this report.
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Finding 7. Incomplete Audit Trail

Citation: Federal regulations stipulate that an institution shall establish and maintain, on
a current basis, financial records that reflect each Title IV program transaction, and
general ledger control accounts and related subsidiary accounts that identify each Title
IV, HEA program transaction and separate those transactions from all other institutional
financial activity. An institution shall account for the receipt and expenditure of Title IV,
HEA program funds in accordance with generally accepted accounting principles. 34
C.F.R. § 668.164(b) - '

By entering into a Program Participation Agreement, an institution agrees that, among
other factors, it will establish and maintain such administrative and fiscal procedures and
records as may be necessary to ensure proper and efficient administration of funds
received from the Secretary or from students under the Title IV, HEA programs, together
with assurances that the institution will provide, upon request and in a timely manner,
information relating to the administrative capability and financial responsibility of the
institution to the Secretary, U.S. Department of Education. 34 C.F.R. § 668.14(a)&(b)

Federal regulations require that an institution exercise the level of care and diligence
required of a fiduciary with regard to maintaining and investing Title IV, HEA program
funds. 34 C.F.R. § 668.163(¢) ' .

To begin and to continue to participate in any Title IV, HEA program, an institution shall
demonstrate to the Secretary that the institution is capable of adequately administering
that program. The Secretary considers an institution to have that administrative
capability if the institution, among other factors, administers Title IV, HEA programs
with adequate checks and balances in its system of internal controls. 34CFR.§
668.16(c) g ' '

_ The Department considers excess cash to be any amount of Title IV funds, other than
Federal Perkins Loan Program funds, that an institution does not disburse to'students or
parents by the end of the third business day following the date the institution either (1)
received those funds from the Secretary, or (2) deposited or transferred to its Federal
account previously disbursed Title IV program funds received from the Department, such
as those resulting from award adjustments, recoveries, or cancellations. (These
provisions do not apply to the Title IV funds that an institution receives from the

‘Secretary under the just-in-time payment method.)

An institution may maintain for up to seven days an amount of excess cash that does not
exceed one percent of the total amount of funds the institution drew down in the prior
award year. The institution must return immediately to the Department any amount of
excess cash over the one-percent tolerance and any amount remaining in its account after
the seven-day tolerance period. 34 C.F.R. § 668.166
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Noncompliance: In one respect, MMC failed to maintain an adequate audit trail that {s
consistent with generally accepted accounting principles and MMC’s responsibility as a
fiduciary of Title IV funds.

MMC, in practice, appears to reimburse itself with Title IV funds for expenditures
already posted to student accounts. However, when MMC draws down Title IV funds, it
draws down the total amount—or a percentage of the total amount—of funds that the
Department’s G5 system indicates is available to them, rather than drawing down an
amount that equates to the amount of funds being disbursed to a population of students.
Consequently, it is not possible to tie any particular drawdown to any particular

" disbursement of Title IV funds to a student account.

For example, on 9/18/09 MMC drew down $100,000 in Pell funds for the 2009/10 award
year from the Department’s G5 system. During the program review, MMC was unable to
provide a roster that reflects the students and the amounts of the disbursements that, taken
together, make up the amount of the drawdown. '

One problem created by this policy of determining the amounts of drawdowns solely by
the amount of funds available in the GS system is that it makes it impossible for MMC-to
establish that it is, in all cases, reimbursing itself for funds already obligated to particular
student accounts, as its internal policies appear to require. ,

A second problem is that MMC cannot establish that it is not holding Title IV excess
cash. For example, the student account card for student #4 indicates that the student
received a $1,642 disbursement of Subsidized Direct Stafford Loan funds on 9/10/09.
However, the Department’s COD system reflects that the disbursement was made on
8/14/09 which, if an accurate reporting of the date the funds were drawn down, would
indicate that MMC held the loan funds longer that it was allowed to before disbursing
them to the student’s account. ‘ .

Likewise, the student account card for student #6 indicates that the student received a
$1,850 disbursement of Direct PLUS Loan funds on 10/28/08. However, the
Department’s COD system reflects that the disbursement was made on 8/18/08 which, if
an accurate reporting of the date the funds were drawn down, would indicate that MMC
held the loan funds longer that it was allowed to before disbursing them to the student’s
account. '

Required Action: MMC must develop and implement Title IV drawdown procedures
that will ensure that each drawdown can be tied to a group of particular disbursements,
regardless of whether the institution is drawing the Title IV funds down in advance or
drawing them down after crediting student accounts for the disbursements. A copy of
these procedures must be included with MMC'’s response to this report. -

Additionally, for the FSEOG and FWS programs, MMC must reconcile its G5
drawdowns in the 2007/08, 2008/09 and 2009/10 award years with the total amount of
disbursements and payroll expenditures for both programs in those years. A detailed .
discussion of the results of this reconciliation-must accompany MMC’s response.
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Finding 8. Untimely Reconciliation of Title IV Funds

Citation: Federal regulations require an institution to establish and maintain on a current
basis financial records that reflect each Title IV program transaction, and general ledger
control accounts and related subsidiary accounts that identify each Title IV program
transaction and separate those transactions from all other institutional financial activity.
An institution shall account for the receipt and expenditure of Title IV program funds in
accordance with generally accepted accounting principles and reconcile its oversight of
Title IV funds on at least a monthly basis. 34 C.F.R. §§ 668.24(a) & (b), 674.19(d)(1),
675.19(b)(2)(iv), 676. 19(b)(2) 682.610(a), 690.81(a); The Blue Book, October 2005, Ch.
12.

Noncompliance: MMC failed to reconcile its Title IV program receipts and
expenditures on a monthly basis. :

During an interview on 5/13/10, MMC’s controller stated that, in general, it is the
institution’s practice to reconcile its Title IV accounting records to student accounts and
the financial aid office’s awarding and disbursement records once every semester.

Required Action: MMC must develop and implement procedurcs to ensure that all Title
IV program accounts are reconciled on a monthly basis, in accordance with Federal
regulations. A detailed discussion of these revised procedures must accompany MMC’s
response to this report. :

Finding 9. Incomplete Withdrawal Notification Procedures

Citation: Federal regulations require a school to ensure that exit counseling is conducted
with each Stafford loan borrower either in person, by audiovisual presentation, or by
interactive electronic means. In each case, the school must ensure that this counseling is
conducted shortly before the student borrower ceases at least half-time study at the
school, and that an individual with expertise in the Title IV programs is reasonably
available shortly after the counseling to answer the student borrower’s questions. As an
alternative, in the case of a student borrower enrolled in a correspondence program or a
study-abroad program that the home institution approves for credit, written counseling
materials may be provided by mail within 30 days after the student borrower completes
the program. If a student borrower withdraws from school without the school’s prior
knowledge or fails to complete an exit counseling session as required, the school must
ensure that exit counseling is provided through either interactive electronic means or by
mailing written counseling materials to the student borrower at the student borrower’s
last known address within 30 days after learning that the student borrower has withdrawn
from school or failed to complete the exit counseling as required. 34 C.F.R. § 685.304(b)
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“Federal regulations also state that a school shall—

(1) Upon receipt of a studerit status confirmation report form from the Secretary or a
similar student status confirmation report form from any guaranty agency,
complete and return that report within 30 days of receipt to the Secretary or the
guaranty agency, as appropriate; and

(2) Unless it expects to submit its next student status confirmation report to the
Secretary or the guaranty agency within the next 60 days, notify the guaranty
agency or lender within 30 days— .

(a) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on
behalf of a student who enrolled at that school, but who has ceased to be
enrolled on at least a half-time basis; :

_(b) If it discovers that a Stafford, SLS, or PLUS loan has been made to or on
behalf of a student who has been accepted for enroliment at that school, but -
who failed to enroll on at least a half-time basis for the period for which the
loan was intended; '

(c) If it discovers that a Stafford, SLS or PLUS loan has been made to or on
behalf of a full-time student who has ceased to be enrolled on a full-time
basis; or

- (d) If it discovers that a student who is enrolled and who has received a Stafford
or SLS loan has changed his or her permanent address. 34 CFR § 682.610

At scheduled times during the year, not less than semiannually, NSLDS sends Roster
files electronically to the institution (or its designated servicer) through its SAIG
mailbox. The file includes all of the institution’s students who are identified in NSLDS
as Stafford (Direct and FFEL) borrowers (or the beneficiaries of a PLUS loan). The file
is not necessarily connected to loans made at the institution—the institution must also
report information for students who received some or all of their FSA loans at other
schools but are currently attending the reporting institution.

The institution (or servicer) must certify the information and return the Roster file within
30 days of receiving it. The institution may also go to www.nsldsfap.ed.gov and update
information for students online. The institution is required to report changes in the
student’s enrollment status, the effective date of the status and an anticipated completion
date. Changes in enrollment to less than half time, graduated, or withdrawn must be
reported within 30 days. However, if a Roster file is expected within 60 days, the -
institution may provide the data on that roster file. 2008/09 Federal Student Aid
Handbook

Student enrollment information is extremely important, because it is used to determine if .
the student is still considered in school, must be moved into repayment, or is eligible for
an in-school deferment. For students moving into repayment, the out of school status
effective date determines when the grace period begins and how soon a student must
begin repaying loan funds. 2008/09 Federal Student Aid Handbook, Volume 2, Chapter
10
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Noncompliance: In one respect, MMC’s withdrawal notification procedures are
inadequate for the purposes of administering the Title IV programs.

During the on-site portion of the program review it was noted that there is not a thorough
and consistent method for the MMC’s provosts office to notify the financial aid office
that a particular student has not returned for the next academic term after completing the
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