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failed to monitor satisfactory academic progress (SAP) (Finding 6); failed to perform required
verification of student eligibility for the Title IV, HEA program funds disbursed (Finding 7);
failed to maintain required student eligibility documentation in student files (Finding 8)*; altered
students’ admissions applications to conceal students’ prior baccalaureate degrees (Finding 9)%:
failed to meet the non-federal share requirements for the Federal Supplemental Educational
Opportunity Grant (FSEOG) program (Finding 11); and failed to provide required exit
counseling to withdrawn/graduated students (Finding 12).

In the PRR, the Department provided VS 90 days, or until January 30, 2014, to review the report
and respond to each finding set forth therein. The Department directed that VS include in its
response a brief, written narrative clearly stating VS’s position regarding each finding and the
corrective action VS implemented to resolve the finding, along with any additional
documentation required by the Department. Specifically:

(1) With regard to Finding 2, the Department required VS to (1) reconstruct its Title IV
records for the 2011-12 and 2012-13 award years, (2) reconcile its 2011-12 and 2012-13
fiscal records with its financial aid records to ensure that VS had credited student
accounts with the Title IV funds VS drew down via the G5 system® ostensibly on their
behalf, and that VS had reported the disbursements to the Common Origination and
Disbursement (COD) system’ as required; (3) reconcile its Title IV bank accounts to the
Department’s COD system and G-5 records; (4) conduct and submit the results of a full
file review evidencing its fiscal reconciliation on a student-by-student basis, indicating
any amounts VS drew down that could not be traced to students, and (5) engage an
Independent Public Accountant (IPA) to attest to the accuracy of the reconstruction of its
fiscal records as well as attest to the accuracy of all file reviews the Department required
in the PRR.

(2) With regard to Finding 3, the Department required VS to conduct and submit the auditor-
attested results of a file review for the 2011-12 award year covering VS’s exercise of
professional judgment, including documentation supporting each professional judgment
identified in the review.

(3) With regard to Finding 4, the Department required VS to provide payment period
schedules for its programs for the 2011-12 and 2012-13 award years, and to conduct and
submit the auditor-attested results of a file review for those award years showing the
eligibility dates and amounts of each student’s Title IV disbursements.

* Although student ledgers indicated that a R2T4 calculation was performed, VS had no documentation supporting
the student’s last date of attendance, VS’s date of determination that the student withdrew, or the payment period
during which the student withdrew. See page 12 of the PRR.

*VS’s student files were missing Institutional Student Aid Records (ISIRs)/Student Aid Reports (SARs), and
subsequent ISIR/SAR transactions, which are key student eligibility documents. See pages 15-16 of the PRR.

’ VS self-reported that a prior financial aid administrator altered admissions application information to hide the fact
that students had a baccalaureate degree. See page 16 of the PRR.

% G5 is the Department’s delivery system supporting Title IV, HEA program award and payment administration.
Schools use G5 to request payments, adjust drawdowns and return cash. G5 also provides access to grant and
payment information, such as authorized amounts, cumulative drawdowns, current award balances, and payment
histories.

7COD is the Department’s software system that uses electronic records to exchange data with institutions.
Institutions submit student-specific origination and disbursement records for Title IV HEA program funds; COD
processes and either accepts, edits, or rejects them.
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(4) With regard to Finding 5, the Department required VS to conduct and submit the auditor-
attested results of a file review determining whether VS made required returns to the
Title IV, HEA programs (R2T4s) on behalf of students who withdrew during the 2011-
12 award year, along with supporting attendance documentation, academic transcripts,
R2T4 calculations, and evidence substantiating any returns VS represented were made.

(5) With regard to Finding 6, the Department required VS to conduct and submit the auditor-
attested results of a file review determining whether Title [V recipients who attended VS
for more than one payment period and who received Title IV funding during the 2011-12
or 2012-13 award years were meeting the SAP requirements, along with supporting
documents including student transcripts, documentation of VS’s SAP determinations,
and student ledger cards.

(6) With regard to Finding 7, the Department required VS to conduct and submit the auditor-
attested results of a file review for the 2011-12 award year determining whether VS
completed verification for those students selected for verification, including
documentation evidencing that students’ Expected Family Contributions (EFCs) were
accurate.

(7) With regard to Finding 8, the Department required VS to conduct and submit the auditor-
attested results of a file review of its Title IV recipients for the 2011-12 award year
determining whether each file had a SAR/ISIR as required, and whether all corrected
SARs/ISIRs were in the files, along with any originally missing SARs/ISIRs noted in the
PRR which were found by VS subsequent to the review.

(8) With regard to Finding 9, the Department required VS to repay Pell Grant funds it
disbursed as a result of the altered admissions applications identified in the finding; to
conduct and submit the auditor-attested results of a full file review determining whether
other students’ admissions applications had been altered to conceal their baccalaureate
degrees; and to provide a list of the students whose admissions applications were altered
and the amount of their Pell Grant disbursements.

(9) With regard to Finding 11, the Department required VS to provide evidence that it paid
its portion of the total FSEOG awards from its own resources.

(10)With regard to Finding 12, the Department required VS to submit specified written
policies and procedures ensuring that exit counseling is provided to its withdrawn and

graduated students.

At VS’s request, the Department extended the due date for the PRR response until May 19, 2014,
with the stipulation that VS submit monthly progress reports on actions taken toward resolving
the PRR findings. Although VS submitted progress reports on March 19, 2014 and April 19,
2014, these reports in fact showed little progress. On May 21, 2014, VS requested a further
extension, which the Department denied on June 5, 2014, as the Department had already
afforded VS ample time in which to respond to the findings. The Department warned VS in the
June 5, 2014 letter that failure by VS to immediately submit the documentation required by the
Department would result in the Department’s issuance of the Final Program Review
Determination (FPRD) without the benefit of a response from VS, and that the FRPD could
include the identification of liabilities for all Title IV, HEA funds received by the institution for
the award years under review. As of the date of this letter, VS still has not responded to the
PRR.
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One of the most serious issues of noncompliance discovered as a result of the program review is
VS’s failure to account in any manner for $109,661.01 in Pell Grant funds and $630,167.97 in
Direct Loan funds that it drew down through the Department’s G5 payment system for the 2011-
12, and 2012-13 award years. The provisions of 34 C.F.R. § 668.161(b) make clear that with the
exception of funds received by an institution for administrative expenses and funds used for the
Job Location and Development Program under the FWS program, funds received by an
institution under the Title IV, HEA programs are held in trust for the intended student
beneficiaries or the Secretary, and that the institution, as a trustee of federal funds, may not use
or hypothecate (i.e., use as collateral) Title IV, HEA program funds for any other purpose. VS
has illegally converted a total of $739,828.98 in Title IV, HEA program funds to its own use.

Congress has mandated that the Department conduct program reviews in order to ensure that
institutions participating in the Title [V, HEA programs are administering those programs in
accordance with Title [V, HEA statutes and regulations, and in particular are meeting the
standards of administrative capability and financial responsibility. 20 U.S.C. § 1099¢c-1(a). In
accordance with the provisions of 20 U.S.C. §§ 1099¢-1(b)(6) and (7), the Department provided
VS the opportunity to respond to the November 2013 program review report and to provide
relevant materials related to the report prior to issuance of the final determination, however VS
has not done so. VS’s failure to respond to the PRR, and concomitant failures to account for the
Title IV, HEA program funds it received during the period reviewed and to demonstrate that it
has taken the corrective action required in the report to prevent future noncompliance, constitute
a severe failure of the institution to meet the fiduciary standard of conduct and warrants
revocation of the institution’s PPA.

B. VS FAILED TO PROVIDE THE DEPARTMENT WITH REQUIRED
DOCUMENTATION EVIDENCING THAT IT HAS PAID ALL REFUNDS
DUE

When a recipient of Title IV grant or loan assistance withdraws during a payment period or
period of enrollment in which the recipient began attendance, the institution must determine if
the amount of Title I'V assistance that was disbursed to the student exceeded the amount of Title
IV funds earned as of the date of the student’s withdrawal. 34 C.F.R § 668.22(a). The
institution must return the amount of unearned Title [V, HEA funds for which it is responsible in
accordance with 34 C.F.R. § 668.22(g) as soon as possible, but no later than 45 days after the
institution’s determination that the student withdrew. 34 C.F.R. § 668.22(j)(1).

Subsequent to the June 2013 program review, the Department discovered new issues with regard
to VS’s payment of Title IV refunds. Specifically, the Department was informed during March
of 2014 that VS had not made required returns on behalf of students to the Title IV programs for
approximately 18 months. On May 5, 2014, the Department sent a letter to VS requiring the
institution provide a spreadsheet of all Title I'V recipients who withdrew from the institution
during the 2011-12, 2012-13, and 2013-14 (to date) award years. (Enclosure 3) The Department
required VS to include for each student in the spreadsheet the amount of unearned Title IV
funds, whether the funds had been returned to the Title IV programs, the date of the return if
made, and the number of days late. The Department also required VS to submit an independent
auditor’s attestation with the spreadsheet. VS’s response was due to the Department on June 4,
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