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Dear Dr. Boyd:

This Final Audit Report (Control Number ED-OIG/AG7-B0001) presents the results of our
Audit of Course Length at William Penn University (the University). Our objective was to
determine whether the University violated the Higher Education Act (HEA) and the
regulations governing course length,

AUDIT RESULTS

We found that the University’s documentation supporting the actual number of instructional
hours spent in study groups used in the definition of an academic year for its undergraduate
College for Working Adults (CWA) programs did not provide the number of instructional
hours required to meet the statutory definition of an academic year. The statutory definition
of an academic year is set forth in Title 34, Code of Federal Regulations (CFR), Section
668.2(b). The regulations in this section that apply to institutions not using semester,
trimester, or quarter systems are commonly known as the 12-Hour Rule. The 12-Hour Rule
requires the equivalent of at least 360 instructional hours per academic year. An institution's
academic year and the credit hours that a student is enrolled in are used, in part, to determine
the amount of funds a student is eligible to receive from the Title IV programs.

The University did not maintain documentation to show that its CWA programs provided the
required amount of instructional time as defined by the 12-Hour Rule. The CWA Student and
Faculty Handbooks stated that students were required to meet for four hours each week in
classroom instruction, and the equivalent number of hours in study group meetings without
the presence of an instructor. CWA student guides described the study group requirement as
follows: “Itis essential that study groups meet outside the required class time to discuss and
prepare assignments and share learning resources.” The study group meetings were not
regularly scheduled, nor were they held at locations monitored by the University. The
University did not maintain adequate documentation to show that study groups met for the
required number of hours. The Univemsity’s academic year for its CWA programs did not
provide the required number of instructional hours as defined in the regulations. The
University disbursed Title IV funds to students who were not eligible for all or part of the
funds. We determined that the University overawarded $950,593 in Federal Family
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Educatio}z Loan Program (FFELP) funds, and $239,242 in Pell Grant funds to its CWA
students.

Nonterm Institutions Must Provide a Minimum of 360 Hours of Instructional Time in an
Academic Year '

Section 481(a)(2) of the HEA states that the term academic year shall:

[R]equire a minimum of 30 weeks of instructional time, and, with respect to an
undergraduate course of study, shall require that during such minimum period of
instructional time a full-time student is expected to complete at least 24 semester
or trimester hours or 36 quarter hours at an institution that measures program
length in eredit hours . . ..

The regulations at 34 CFR § 668.2(b) clarify what constitutes a week of instructional time.

[T]he Secretary considers a week of instructional time to be any week in which at
least one day of regularly scheduled instruction, examinations, or preparation for
examinations occurs . . . . For an educational program using credit hours but not
using a semester, trimester, or quarter system, the Secretary considers a week of
instructional time to be any week in which at least 12 hours of regularly scheduled
instruction, examinations, or preparation for examinations occurs .. ..

These regulations, commonly known as the 12-Hour Rule, require the equivalent of 360
instructional hours per academic year (12 hours per week for 30 weeks). Institutions were
required to comply with the 12-Hour Rule as of July 1, 1995,

In the preamble to the 12-Hour Rule regulations published on November 29, 1994, the
Secretary explained that an institution with a program that meets less frequently than 12 hours
per week would have to meet for a sufficient number of weeks to result in the required
instructional hours. For example, if an institution decided to establish an academic year fora
program with classes that met for 10 hours per week, the classes would need to be held for 36
weeks to result in 360 hours.

The University measured its CWA educational programs in credit hours, but did not use a
semester, trimester, or quarter system. The CWA programs consisted of a series of courses
for which a student generally received three credit hours per course. The University defined
its academic year as 24 credit hours in 45 weeks. To comply with the 12-Hour Rule, the
University would need to provide 8 hours of instruction per week for each week in its 45-
week academic year to equal 360 hours per year.

! The dollars we determined as overawarded are duplicative of the dollars we determined as overawarded in ED-
OIG/AQ7-90035, William Penn University, College for Working Adult's Administration of Title IV Programs -
Commissioned Saley issued on May 15, 2601,
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The University Did Not Maintain Documentation to Show That Students Received the
Required 360 Hours of Instruction For Each Academic Year

Management controls are the policies and procedures adopted and implemented by an
organization to ensure that it meets its goals which, as applicable to this situation, are
compliance with laws and regulations. According to the CWA student and faculty handbooks
students were required to meet for four hours per week in regular classroom workshops, and
were expected 1o meet an additional four hours per week in study groups. The University
counted the study group time for purposes of the 12-Hour Rule. We found that the University
did not establish and implement management controls to ensure that all students actually
participated in study group meetings.

L]

It was the University’s policy that an instructor be present at regular ¢lasses and maintain
attendance records for the classes. However, the University did not apply this policy to study
groups. The University’s policy was to check the instructor’s class attendance records weekly
and, if a student missed more than two classes, the student received a failing grade. The
University did not have an equivalent policy for study group attendance. Faculty were not
required to monitor study group attendance. The University had a form to record attendance
that study group members were to complete and submit directly to the student services office
for retention. This procedure bypassed the faculty member.

Our review of a non-statlstlcal sample of seven Stl.ld}’ groups, from an estimated universe of
147 study groups,” found that the CWA student service files contained no documentation for
70 percent of the required number of hours of study group meetings. We found
documentation that the seven study groups completed 71 courses and met for a total of 352
regular class workshops (1,408 hours). They were required to meet an additional 1,408 hours
in study group meectings; however, we found no documentation for 986 of the 1,408 hours, or
70 percent. For all but three students, the files contained documentation that the students
completed all of the courses and received passing grades. The three students received
incomplete or failing grades for four courses and passing grades for the remaining courses.

If we present our sample results based on the group meeting attribute rather than focusing on
hours, we found that only 31 of the 352 study group mesetings were held for the full four hours
with at least two members (constituting a study group) present. Our review found that only 9
percent of the required study group meetings were held for the full four hours with at least two
members present,

We were informed by two Student Services Directors, at two separate locations, that
documentation maintained for the seven study groups in our sample was representative of the
universe of study groups. OQur sample covered study groups from all three CWA program
locations, and from the two award years during the scope of our audit. Based on review of the
University’s written policies and procedures, review of study group records, and interviews
with University officials, we determined that the University did not provide adequate
assurance that study groups were taking place to meet the requirements of the 12-Hour Rule.

? The University could not provide = list of study groups; therefore, we could not define an exact population of

study groups. The University estimated that there were three study groups per cobort (15 students in a cohort

divided by 5 students per study group). We arrived at an estimate of study groups by multiplying the population

of cohorts (49) provided to us by the University times the estimated number of study groups per cohort (3).
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Failing to Comply With the 12-Hour Rule Resulted in the University Overawarding
$1,189,835 of Title IV Funds To Its Undergradnate Students

Because the University did not ensure that study group meetings were actually taking place as
required, the meetings do not qualify for inclusion in the 12-Hour Rule calculation.
Consequently, the University-defined academic year of 45 weeks only provided 180 hours of
the required minimum of 360 hours of instructional time (four hours of instruction per week
for 45 weeks equals 180 hours of classroom hours). In order to meet the 360-hour
requirement, the University’s academic year would need to be 90 weeks in length. By using
an academic year of 45 weeks rather than 90 weeks for awarding Title IV funds, the
University disbursed amounts to students that exceeded the maximum amounts for an
academic year allowed under the Stafford loan and Pell Grant programs. We determined that
the University overawarded $1,189,835 of Title I'V funds to CWA students. The students
included in this amount had Stafford loans and Pell Grants with loan/grant periods from the
[irst Title I'V disbursement made by the University on Novernber 27, 1996 through June 30,
1999,

» Stafford Loan Limits. Title 34 CFR § 682.603(d) stipulates that an
institution may not certify a loan application that would result in a borrower
exceeding the maximum annual loan amounts specified in 34 CFR § 682.204.
We determined that $950,593 in Stafford loan disbursements exceeded the
annal loan limits. :

» Pell Grant Maximum. Title 34 CFR § 690.62(a) specifies that the amount of
a student’s Pell Grant for an academic year is based upon schedules published

by the Secretary for each award year, The payment schedule lists the
maximum amount a student could receive during a full academic year. We

determined that $239,242 in Pell Grant disbursements exceeded the maximum
amount allowed.

Institutions were required to comply with the 12-Hour Rule as of July 1, 1995. Because the
University's academic year for its CWA programs did not meet the requirements of the 12-
Hour Rule, the University has improperly disbursed Title I'V funds for its undergraduate
students on Stafford loan and Pell Grants awarded since the first disbursement on Novemnber
27, 1996,

Recommendations
We recommend that the Chief Operating Officer for SFA require the University to:

1. Immediately develop an academic year for its undergraduate CWA programs
that satisfies the 12-Hour Rule as a condition for continued participation in
Title IV programs.

2. Retumn to lenders the FFELP funds disbursed that exceeded the loan limits for
an academic year. We determined that the amount was $950,593 for students
who had loans with beginning dates between November 27, 1996 through
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June 30, 1999, Also, the University should repay the interest and special
allowance costs incurred on federaily subsidized loans.

Return the Pell Grant funds disbursed to students that exceeded the allowable
award for an academic year. We determined that the amount was $239,242 for
students who had Pell Grants with grant period dates beginning between
November 27, 1996 through June 30, 1999.

Determine the amounts of FFELP and Pell Grant funds overawarded from
July 1, 1999, through the present. The amounts overawarded should be
returned to lenders or the Department, as appropriate.

The dollars in this section of the repott are duplicative of the dollars contained in the
Recommendations section of ED-OIG/A07-90035, Wiiliam Penn University, College for
Working Adult’s Administration of Title IV Programs - Commissioned Sales issued on May
15, 2001 (discussed in Other Maiters below). Only those amounts not recovered under ED-
OIG/A07-90035 should be recovered by SFA as a result of this audit.

University Comments and OIG Response

The University did not agree with our conclusions and recommendations, The following isa
summary of the University’s comments and our response to the comments. The full text of
the University’s comments is enclosed.

In summary, the University stated that:

L

The University’s College for Working Adults programs satisfy the 12-Hour
Rule, and the University has adequately documented its compliance,

Study team meetings constitute instructional activity.

Study team meetings were regularly scheduled.

The University’s attendance policy covered study team meetings.
The University adequately monitored study team meeting attendance.
Study teams are part of an integrated curriculum module, and faculty
members were aware of which students did not attend the study team
meetings in a given week.

Additional hours spent by students in preparation for examinations is
includable under the 12-Hour Rule.

G. There is no statutory or regulatory requirsment for study teams to meet at
locations owned, leased or otherwise monitored by the University.

HoOOwe

-

The 12-Hour Rule is widely acknowledged to be unworkabie and ill-suited for
nontraditional educational programs.

IMl. The recommended liability is based on an erroneous methodology and

excludes significant amounts of time that count toward compliance with the
12-Hour Rule,
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A, The draft audit report utilizes an erroneous methodology to determine the
number of study team hours required under the 12-Hour Rule.
B. The draft audit report arbitrarily excludes documented study group
. meetings.
C. The draft audit report wrongly excludes individual and group preparation
for examinations, presentations and other graded activities that affected
students’ final grades.

The University’s College for Working Adults Programs Satis fy the 12-Hour Rule, and

niversity Has Ade Documented Its Complianc

The University stated that the Department has already concluded that “[t]here is no
meaningful way to measure 12 hours of instruction” for nontraditional education programs
like those questioned by the draft audit report. The University implemented various policies
and procedutes to ensure that the CWA programs provided the requisite amount of regularly
scheduled instruction, examinations or preparation for examinations required by the 12-Hour
Rule. The University also stated that the OIG had established a documentation rule that
exceeded statutory and regulatory requirements,

OIG Response

The Report to Congress on the Distance Education Demonstration Programs quoted by the
University refers to distance education classes that allow students to move at their own pace.
Students in the CWA programs were required to attend weekly study group meetings which
the University did not consider as homework. The following excerpt from the report expands
the quotation provided by the University to include additional clarifying information.

Itis difficult if not impossible for distance education programs offered in
nonstandard terms and non-terms to comply with the 12-hour rale, The regulation
would seem to require that full-time distance education students spend 12 hours
per week “receiving” instruction. There is no meaningful way to measure 12
hours of instruction in a distance education class. Distance education courses are
typically structured in modules that combine both what [sic] an on-site course
might be considered instruction and out-of-class work, so there is no distinction
between instructional time an[d] ‘homework.” In addition, when they are given
the flexibility to move at their own pace, some students will take a shorter time to
master the material, while others might take longer.

On August 10, 2000, the Department issued a Notice of Proposed Rulemaking (NPRM)
concerning, among other jtems, changes to the 12-Hour Rule. In the NPRM, the Department
stated, “[iJt was never intended that homework should count as instructional time in
determining whether a program meets the definition of an academic year, since the 12-hour
rule was designed to quantify the in-class component of an academic program.”

Page &



We have not established a documentation rule. An institution participating in the Title IV,
HEA programs is required to establish and maintain on a current basis records that document
the eligibility of its programs and its administration of the Title IV programs in accordance
with all applicable requirements (34 CFR § 668.24(a)). The regulations require the University
to document its compliance with the 12-Hour Rule. Our audit procedures included reviewing
any documentation that demonstrated the University’s compliance with the 12-Hour Rule.

We did not require any specific documentation as part of our andit,. We found that the
available documentation and the University’s internal control system did not support a
conclusion that the University complied with the 12-Hour Rule. .

Team Meetin itute In. onal Activi

The University stated that study team meetings fall within the scope of “regularly scheduled
instruction, examinations, or preparation for examinations.” The study team meetings clearly
relate to class preparation, and the regulations imply that activities relating to class
preparation qualify as instructional time.

OIG Responge

We determined that the University did not establish and implement adequate internal controls
to ensure that study group meetings were actually scheduled and occurred as required by the
University. On August 10, 2000, the Department issued a Notice of Proposed Rulemaking
(NPRM) conceming, among other items, changes to the 12-Hour Rule. In the NPRM, the
Department stated, “{i]t was never intended that homework should count as instructional time
in determining whether a program meets the definition of an academic year, since the 12-hour
rule was designed to quantify the in-class component of an academic program.”

d m Meetings W la eduled

The University required that study teams complete a team constitution that established that
particular group’s weekly meeting time and location, and attendance policies for the group.
Each of the seven study teams in the OIG’s sample included their weekly meeting time and
location in its constitution. Other factors that indicated that study teams were both regular and
scheduled were: (i) weekly tasks to be completed were specified in the course module, (i) alt
team members were required to participate in team activities, (iii} assignments and projects
were required to be completed between classes in order for students to progress academically
in the course, and (iv) faculty reviewed the team assignments and projects.

OIG Response

Of the seven study group constitutions that we reviewed, four had no reference to time and
location, one had the meeting day and start time only, and one had the meeting day only. For
the seventh, we did not have enough information to determine if it supported the University’s
response. The student services director informed us that there is no official record of where
the study group meets. He also stated that the location can change from week to week. We
found no reliable evidence to support the University’s statement that meetings were regularly
scheduted for all study groups.
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The University’s Attendance Policy Covered Study T Meetin

The University stated that its attendance policy relating to regular class workshops also
applied to study groups. If a student missed more than two sessions of either the faculty-led
class sessions of more than two study team meetings, or any combination thereof totaling
more than two absences, the student received a failing grade for the course. The draft report’s
statement that there was no attendance policy for study teams is therefore wrong. '

OI se

The University’s response is not consistent with the attendance policy included in the faculty
and student handbooks which only referred to the required four hours per week of class
workshops. The written policy did not address study groups. This was confirmed by
discussions with the University’s student service director. He stated that the University did
not have a written attendance policy for study groups. He stated that the class workshop
attendance records are checked weekly and, if a student missed three class workshops he/she
received a failing grade. He also commented that sometimes the students received their
grades before the University received the required study team reports.

The Universi tely Moni edStu.d Team Meeting Attendance

The University required study team members to submit study team reports identifying the date
and time of each study team meeting. The OIG apparently disregards these study teamn reports
because they are submitted directly to the University rather than going through the individual
faculty member responsible for the course. There is no statutory or regulatory basis for this
distinction. Faculty presence during study team meetings is not required for the faculty
member to assess whether a student adequately participated in the weekly study team
meetings. The course module indicates that study team meetings are devoted to the
development of group projects and preparation of presentations which are graded and
comprise part of each student’s final grade. The University stated that the focus of the rule is
on whether instructional time is regularly scheduled and not on whether an institution can
document that students actually completed 12 hours of instructional activity in any given
week,

The University stated in its response to our report that:

Because the study team meetings were so central to the CWA curriculum, the
Student Services Director developed systematic procedures for monitoring both
the occurrence of study team meetings and individual members’ attendance at
those meetings. As shown in the audit workpapers, students were required to
submit Study Team Reperts identifying the date and time of each study team
meeting.
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oI onse .

We are not attempting to establish an attendance requirement. The regulations at 34 CFR §
668.24(a)(3) state:

{(a) An institution shall establish and maintain on a current basis, any
application for title IV, HEA program funds and program records that
document —

(3) Its administration of the title IV, HEA programs in accordance with all
applicable requirements; ...

It is incumbent on the University to demonstrate that it is in compliance with the 12-Hour
Rule. The University’s statements acknowledged the importance of the University monitoring
the ocourrence of study group attendance. The University established the study team reports
as a control to monitor study group occurrence and attendance. In examining whether study
group meetings occurred, we determined that they were not regularly scheduled. We
reviewed the student and faculty handbooks, and we held discussions with University officials
to obtain an understanding of the University’s policies and procedures as they related to the
completion of the study team reports. Contrary to the University’s assertion, we did consider
study team reports. As explained in the Audit Results section of our report, we selected a
sample of seven study groups and, for these seven study groups, reviewed all available study
team reports maintained by the University. Our review of these reports and discussions with
University officials indicated that students were not always completing these reports as
required by the University. One report that we reviewed indicated that the study group did not
meet at all for two required study group meetings, and another report for a different study
group indicated that it did not meet for a weekly meeting, In the absence of study team
reports that reflected required attendance—the internal control selected by the Umversny—or
some other effective control, we have no basis to conclude that the University was in
compliance with the 12-Hour Rule,

Study Teams Are Part of an Integrated Curriculum Modulle, and Faculty Members

ere Aware of Which Students Did Not Atten tady Team Meetings in Given
Week

The University contends the OIG’s pogition is that an instructor must be present at study team
mectings in order for study teams to count as instructional time under the 12-Hour Rule, The
12-Hour Rule expressly states that time spent in preparation for examinations is included in
the overall calculation of instructional activity. Faculty presence is not required when
students prepare for examinations, nor is it required for the faculty member to assess whether
a student adequately participated in the weekly meetings because the required work is
reviewed and graded.
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G Response

QOur objective was to determine whether the University complied with the requirements of the
12-Hour Rule. The University defined its academic year to comply with the 12-Hour Rule,
and this definition required that students attend four hours per week in study groups. Any
time that students spent in preparation for examinations outside of study groups was not
applicable to our review. Our determination that an instructor was not present at study group
meetings was a result of our review of the University’s overall internal control over study
groups. If an instructor had been present at study group meetings, we would have considered
this as evidence of a sttong control. Our review of a sample of study group records indicated
that students received passing grades from faculty members even though 70 percent of the
required study group hours related to the weekly meetings were not documented.

Additiona urs Spent dents in Preparation for minations is Includable
nder the 12-H le

Some CWA courses in mathematics and business utilize traditional examinations, in addition
to the study team presentations and other graded activities. The draft audit report ignores the
additional hours spent by students in those courses preparing for examinations, although the
12-Hour Rule explicitly permits time spent in preparation for examinations to be counted
towards compliance.

OIG Response

The University defined its academic year as consisting of eight hours of instruction per week
for 45 weeks. This definition provided the minimum 360 hours of instruction as required by
the 12-Hour Rule. University policy required that four hours per week be spent in classroom
workshops and four hours per week be spent in study team meetings. Whether or not students
spent additional time preparing for exams is not relevant to the University’s definition of an
academic year. On August 10, 2000, the Department issued a Notice of Proposed Rulemaking
(NPRM) concetning, among other items, changes to the 12-Hour Rule. The Department
stated that “the only time spent in ‘preparation for exams’ that could count as instructional
time was the preparation time that some institutions schedule as study days in lieu of
scheduled classes between the end of formal class work and the beginning of final exams.”
The CWA program had no study days scheduled in lien of scheduled classes.

There is No Statutory or Regulatory Requirement for Sindv Teams to Meet at Locations

Leased, or ise Mon by th iversi

The University stated that the draft report disallows certain study team meetings because they
were not held at locations monitored by the University. The regulatory provision, and the
Department’s commentary accompanying the regulation, explicitly acknowledge that
instructional time may include educational activity that occurs off-campus or at locations
otherwise not within the University’s control. The University stated that the CWA programs
were nontraditional, lifelong learning programs designed to reduce the number of days spent
in a traditional classroom setting. The University implied that to some degree the CWA
programs consisted of internships, cooperative education programs, or independent study.
There is no basis in statute, regulation, published guidance, or case law that establishes a
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requirement that the University must specifically monitor all educational activity in order to
be counted under the 12-Hour Rule,

I eyponse

Our audit report did not state that the study team meetings must be held at locations monitored
by the University. During our review, we considered the University’s monitoring of study
group locations as one possible element of the University’s internal control system, and we
determined that this contro] was weak because the University was generally not aware of
where study group meetings were held. University officials informed us that study teams did
not participate as a group in any cooperative educational-type activities at employers within
the community.

The 12-H is Widely Ac dged T workable -Suited for
gntraditional Eduea P ms

The University stated that the underlying basis for the 12-Hour Rule and its continued
applicability to the Title IV programs are presently in serious doubt. The HEA requires a
minimum of 30 weeks of instructional time; however, the 12-hour per week requirement was
added by regulation and therefore does not have any statutory basis. The appropriateness of
the 12-Hour Rule, and the immeasurable burden it has created for institutions, has recently
come under increased scrutiny. The Department has not yet complied with a legislative
mandate to report to Congress on the 12-Hour Rule. The recently introduced Internet Equity
and Education Act of 2001 effectively eliminates the 12-Hour Rule,

OIG Response

The University was required to comply with the HEA and the regulations in effect during our
audit period. The 12-Hour Rule was a regulatory complement to the statutory definition of an
academic year, and the University acknowledged it was required to comply with it. As with
any other regulation, the University must be able to document that it is in compliance.
Accordingly, the University must be able to document that its academic year provided 360
hours of instruction for full-time students,

Th mmended Liability is onan E s Methodol udes
ipmificant Amounts of T t Count ompliance Wi 12-Hour

The University stated that we incotrectly calculated the number of required study group hours
in our review of a sample of study group records. It stated that the combination of study
group and class workshop hours should have been calculated by multiplying the seven study
groups in our sample by the required 360 hours of instruction in an academic year (a total of
2,520 hours). The required study group hours of 1,112 were then determined by subtracting
the total class workshop hours of 1,408 from 2,520, The OIG methodology therefore requires
296 hours more than are required by the 12-Hour Rule. Because the OIG gives credit for 422
study team hours, the University has proven 1830 hours under the OIG documentation rle,
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OIG Response

We determined the number of required class workshops for the seven study groups in our
sample by reviewing cohort calendars and class records. The seven study groups were
required to take 71 courses which consisted of a total of 352 class workshops during the audit
period (we did not restrict our analysis to one academic year since students may have attended
classes for more than one academic year during our audit period). In accordance with the
University’s study group policies, for each of the 352 weekly workshops, the study groups
were required to spend another 4 hours per week in study group meetings. We comectly
calculated the total number of hours each study group was required to attend study group
meetings by multiplying the 352 workshops by 4 hours to arrive at a total of 1,408. For the
seven study groups, we found documentation that the study groups attended a total of 422
hours in study group meetings. In our liability recommendation, we disallowed all study
group time in the absence of reliable evidence that meetings occurred as required. The
University’s comments thus do not affect the lisbility recommendation.

The Drafi Audit Report Arbitrarily Exclodes Documented Study Group Meetings

According to the OTG workpapers, the OIG gives credit to a study team meeting only if the
study team report indicates both a starting and ending time for the meeting, while ignoring
other documented study team meetings simply because an ending time for the meeting is not
shown on the study team report. There is no stated requirement for an institution to document
each and every hour spent by a student on activities such as work, research, and special
studies, so long as they are regularly scheduled.

OT eSponse

We did not consider that a study group had occurred for a specific number of hours if the
documentation merely showed that it was scheduled to occur at a specific day or time, The
Institution had an established policy that required the completion of forms to document the
number of hours attended. If the students did not complete both the starting and ending times

on the forms, it was impossible to tell whether they met for any length of time, or even met at
- all.

The Draft Audit Report Wrongly Excludes Individgal and Group Preparation for

minations, Presentation

The OIG failed to consider that instructional activity includable under the 12-Hour Rule
necessarily occurs outside of both the faculty-led classes and the study team meetings,
Although it cannot be, nor is it required by any legal authority to be, monitored and measured
by the University, any calculation under the 12-Hour Rule must presume that students spent
additional time preparing for these examinations and graded activities. Students compieted
“end-of-course surveys” on which they are asked how much time was spent, outside of both
the ¢lass sessions and study team meetings, on the course. Most students indicated several
hours of preparation for examinations or other graded projects, and such time must be counted
towards the 12-Hour Rule. The OIG failed to review, or chose to ignore, the end-of-course
surveys and the additional hours they represent.
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OIG Response

The University defined its academic year as consisting of a minimum of four hours per week
in classroom workshops, and four hours per week in study group meetings. If individual
students spent additional time in preparation for examinations or homework-type activities, it
would not be relevant to the University’s compliance with the 12-Hour Rule. Students were
required to spend four hours per week in study group meetings. Our review focused on
whether the University had documentation to show that students spent the required four hours
per week in these group meetings,

Other Matters

During our audit work, we also identified an issue relating to payments made to the Institute
for Professional Development (IPD), a subsidiary of the Apollo Corporation. The payments
were made under a contract between the University and IPD and were based on IPD’s success
in securing enroliments. This matter was addressed in & separate report that was issued to the
University in final on May 15, 2001, ED-OIG/A07-90035, William Penn University, College
Jor Working Adult’s Administration of Title IV Pragrams - Commissioned Sales.

Background

William Penn University is a comprehensive liberal arts University founded in 1873 by the
Quakers. The main campus is located in Oskaloosa, Iowa. The University was fully
accredited in 1960 by the North Central Association of Colleges and Secondary Schools, and
is also accredited by the Iowa State Board of Education. The State Approving Unit for
Veterans Education has also approved the University. In March 1996, the North Central
Association of Colleges and Secondary Schools conducted a focused visit at the University
and recommended approval of the College for Working Adults programs. The focused visit
included a review of the contract and the relationship between the University and IPD. The
cohort study group is an integral part of the IPD educational model. [n 1997, the University
opened its first branch campus in West Des Moines, Jowa. This campus served adult students
enrolled in the CWA. The CWA also served students in Oskaloosa and Ames, ITowa. An
additional focused visit was conducted by the accrediting agency in March 1999. At that
time, it recommended approval of up to three new CWA sites per year in Iowa and Nebraska,
and approval of the Associate of Arts in Leadership Studies degree under the CWA.

During the scope of our review, the University offered two CWA programs at its three
locations—ithe Bachelor of Arts in Business (BAB) and Gateway studies. A total of 124
semester hours were required for the BAB degree. No student may be admitted into the BAB
progratn with fewer than 50 credits of University work. Gateway studies were designed to
allow students to fulfill general education requirements and to advance to the BAB program.
Each program was designed for working adults and was structured using the same cohort-
based format. A cohort of 12 to 15 students met one night per week for 4 hours of classroom
instruction, In addition, study groups of 3 to 6 students were required to meet 4 more hours
per week without an instructor present, Group discussion was designated as the dominant
mode of instruction within the class, ' The cohort group follows. a “lock-step” set of courses
(generally a course was 5 weeks in length), with students taking one course at & time,
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designed to complete the requirements for the BAB degree in 18-20 months. There were no
electives and students were required to complete each module to advance with the group to
the next; however, students in the BAB program were allowed to “drop in™ to the Gateway

program to fulfill specific general education needs.

As of July 1999, approximately 500 students were enrolled in the CWA, and total enrollment
at all William Penn University locations and programs was over 1,100 students. Overall
student enrollment at Williar Penn University has increased significantly in recent years, 40
percent in academic year 1997-98, and 39 percent in acadernic year 1998-99,

Students enrolled in CWA programs received assistance under the FFEL, Pell Grant, and
PLUS loan programs. The U.S. Department of Education reported a 12.8 percent default rate
for William Penn University for fiscal year 1998.

Audit Scope and Methodology

The objective of the audit was to determine compliance with the HEA and Title TV regulations
in the area of course length, We focused our review on the area of required hours of
instruction in an academic year under the 12-Hour Rule.

To accomplish our objective, we reviewed the University’s policies and procedures,
accounting and bank records, and student financial assistance and academic files for the CWA
programs. We reviewed the University's contract with IPD. We reviewed the most recent
Office of Management and Budget (OMB) Circular A-133 audit reports prepared by the
University’s Certified Public Accountants, and the November 1993 program review report
prepared by the UJ.S. Department of Education’s Student Financial Assistance, We also
reviewed the two most recent reports on the CWA prepared by the University’s accrediting
agency. We reviewed seven non-statistically selected study group files from an estimated
universe of 147 study groups that started during the audit period. We interviewed University
and IPD management officials and staff.

We relied extensively on computer-processed data extracted by the University from its
database of Title IV academic records and on computer-processed data extracted by IPD from
its database of Title IV student payment data. We used an extract of payment and award data
from the National Student Loan Data System (NSLDS) to corroborate information obtained
from the University’s and IPD’s systems. We held discussions with University officials to
gain an understanding of the automated process used for determining the number of credit
hours that the student was expected to complete for the loan period. We tested the accuracy,
authenticity, and completeness of the data by comparing soutce records to computer data, and
comparing computer data to source records. Based on these tests and assessments, we
concluded that data were sufficiently refiable to be used in meeting the audit's objectives.

The audit covered the 1997-98 and 1998-99 award years (July 1, 1997 through June 30,
1999). In addition, we reviewed disbursements under the University’s CWA programs from
the first disbursement on November 27, 1996 through June 30, 1999, We performed
fieldwork on-site at the University’s offices in West Des Moines and Oskaloosa, Iowa, during
the periods August 2-4, 1999, March 6-10, 2000, and April 17-20, 2000. We held an exit
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conference with the University on July 27, 2000. We conducted the audit in accordance with
government auditing standards appropriate to the scope of review described above,

Methodology Used to Determine the Title IV Funds Improperly Disbursed by the
University

The University provided electronic files containing information on CWA students who
received disbursements for PLUS, Stafford loan, and/or Pell Grants with loan/grant periods
beginning with the inception of the CWA programs through June 30, 1999, We used the
information contained in these files and corroborating information extracted from NSLDS to
determine the improperly disbursed funds. As there is no annual loan limit for PLUS loans,
we did not inchide them in our analysis.

The University’s academic year for its CWA programs would need to be 90 weeks in length
in order for it to meet the 360-hour requirement for an academic year. Therefore, the
University should not have disbursed Title IV funds to students duting a 90-week academic
period that exceeded the maximum amounts allowable for an academic year.

FFELP Disbursements Made in Excess of the Amounts Allowable for an Academic Year. For
all students who received FFELP funds during the period November 27, 1996 through June
30, 1999, we determined the actual aid awarded and disbursed¢. Based on our observations
and reliability assessment of the data, we determined that the loan amounts on the award
records were not always the actual amounts disbursed. As a result, we performed a number of
procedures to determine the actual amounts. For any amounts determined to be different than
the award data, we manually changed the amounts in the database. We deterrnined the number
of eligible disbursements based on the number of weeks completed and whether the next
payment period had begun. Students were eligible for disbursements based on the 90-week
borrower based academic year and the 12-month loan period, and the number of completed or
planned instructional weeks. We determined the eligible FFELP loan disbursements based on
our determination of the initial grade level, and loan limits s set forth in 34 CFR § 682.204.
We identified $950,593 in disbursements that exceeded the annual limits.

all students who reoewed Pell Grant ﬁ.mds dunng the perlod November 27 1996 through June
30, 1999, we determined the actual aid awarded and disbursed. Pell Grants were awarded
using schedules published annually by the Secretary of Education. We determined the
number of eligible disbursements based on the number of weeks completed and whether the
next payment period had begun. Students were eligible for disbursements based on the 90-
week borrower based academic year and the 45-week instructional hour payment periods, and
the number of completed or planned instructional weeks. Each Pell disbursement was
evaluated for allowability based on the student’s eligibility for a payment in that award year,
If a student’s first payment period would not be until 1999-2000 because more than six
months would be in that award year, ther no Pell was allowed for award year 1998-99. We
identified $239,242 in Pell Grant disbursements that exceeded the maximum amount allowed
for 2 90-week academic year,
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Statement on Management Controls

As part of our review, we gained an understanding of the University’s management control
structute, as well as its policies, procedures, and practices for the CWA and applicable to the
scope of the andit. Our purpose was to assess the level of control risk for determining the

nature, extent, and timing of our substantive tests. We assessed the significant controls in the
following categories:

Data Reliability

Cash Management

Student Enroliment

Institutional Adherence to the Definition of an Academic Year

Becawse of inherent limitations, a study and evaluation made for the limited purpose described
above would not necessarily discloge all material weaknesses in the management controls.
However, our assessment disclosed significant management contro] weaknesses which
adversely affected William Penn University, College of Working Adult’s ability to administer
the Title IV programs. These weaknesses include inadequate control over the amount of time
spent in instruction that violated the requirements contained in the HEA and the regulations.
These weaknesses and their effects are fully discussed in the Audit Reswdts section of this
report.
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ADMINISTRATIVE MATTERS

If you have any additional comments or information that you believe may have a bearing on
the resolution of this audit, you should send them direcily to the following Department of
Education official, who will consider them before taking final Departmental action on the
audit.

Mr. Greg Woods

Chief Operating Officer

Student Financial Assistance

U.S. Depariment of Education
Regional Office Building, Room 4004
7" and D Streets, SW

Washington, DC 20202

Office of Management and Budget Circular A-50 directs Federal agencies to expedite the
resolution of audits by initiating timely action on the findings and recommendations contained
therein. Therefore, receipt of your comments within 30 days would be greatly appreciated.

In accordance with the Freedom of Information Act (5 U.S.C. § 552), reports issued by the
Office of Inspector General are available, if requested, to members of the press and general
public to the extent information contained therein is not subject to exemptions in the Act.

If you have any questions or if you wish to discuss the contents of this report, please contact
William Allen at (816) 880-4024, Please refer to the control number in all correspondence

related to the report.
Sincerely, .
it V7

Forraine Lewis

Enclosure
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WILLIAM PENN
UNIVERSITY

201 TRUEBLCOD AVENUE
OSKALOOSA, IOwA 52577

OFFICE, OF THE PRESIDENT

July 20, 2001

My, William Allen

Regional Inspector General for Audit
U.S. Department of Education

Office of Inspector General

10220 North Executive Hills Boulevard
Kansas City, MO 64153

RE: Draft Audit Report: Control Number ED-OIG/A07-BO00!
Dear Mr, Allen:

Attached please find William Perm University's response to the Draft Audit Report
issued on May 24, 2001 by the United States Department of Education, Office of
Inspector General Division of Audit. For all of the reasors presented therein, the
University does no concur with the Findings and Recammendations set forth in the
Draft Report.

We appreciate the apportunity to comment on the Drafi Report, and the University
reserves the right and opporiunity to respond further to any final report as may be
issued. '

Respectfully s

44

Thomas F. Boyd, Ph. D.
President

Attachment

BS15E673-1078 PHONE + 51568731385 Fax » PRESIDENT@WMPENN.EDL



WILLIAM PENN UNIVERSITY’S RESPONSE TO THE DRAFT AUDIT REPORT OF
THE U8, DEPARTMENT OF EDUCATION OFFICE OF INSPECTOR GENERAL
(Coatrol Number ED-OIG/A07-B0001)

Willism Penm University (the “University,” or “WPU™) is a not-for-profit comprehensive
liberal arts university founded in 1873 by Quaker pioneers. The University"s main campus is
located in Oskeloosa, Towa. The University is accreditsd by the North Centrel Association of
Colleges and Secondary Schools, and is also spproved by the Iowa State Board of Bducation and
by the State Approving Unit for Veterans Educstion. The University has consistently maintained
fow cohort defanlt rates: 11.8 percent in fiscal year (“FY™) 1999, 12.8 percent in FY 1998, 11.9
percent in FY 1997, and 9.4 percent in FY 1996.

The Draft Audit Report (“Draft Audit Report™) focuses upon federal sudent financial aid
funds (“Title IV funds™} received by students who enrolled in the University's College for
Working Adults (*CWA") prograns. The CWA programs use a “cohort model” of learning in
which small groups of students {no more then 22) progress together through the academic
program on a course-by-courss basis. The curriculum relies on peer-based lesrning teams, in-
class instruction, individual projects and group activities, CWA students meet once a week in
large groups with a faculty member, and #gain each week in smaller “study teams" for additional
instruction. The CWA courscs average five woeks in length and are offered in 2 structured
sequence with students completing one course at a time, allowing complete focus in each topic
area, TMMMtkepmtmmm]yclaimthatﬂmUnimaity“didnotmdmaiu
documentation to show its CWA programs provided the required amount of instructional time as
defined by the 12-Hour Rule.” Deaft Audit Report at 1. Following this conclusion, the Office of
Inspector General (“OIG™) incorrectly asserts that the University overawarded ‘Title TV funds to
CWA students. Draft Audit Report at 4,

The University made two requests for extensions of time in which to assemble
documerﬂatiunndpupueafullmpomtoﬂmhnﬁAudithoﬂ. The first reqoested
uxtmsimwmidhavepemjmdﬂnumvu;itymﬁlmzz.mltosubmititsmmums,
and the second requestad exiension would have provided a deadline of August 3, 2001. Both
Tequests wers premmised on the fact that the University was previously requirsd to submit
nmmmﬂan.S.DepammufEduuﬁonC‘thaDemm’jmmmngmeOIG‘s
previous report entitled “William Penn University, College for Working Adults’ Administration
of Tidle IV Programs - Commissicned Saler” (ED-OIG/A07-90035), which it did on June 14,
200, Only after tat previously sssigned task was completed was the University ablc to turn its
full attention to the prezent Draft Audit Report. The issuence of the Draft Andit Report also
coinﬁdudwhhmepcﬁodinmsnﬂmﬂculmduwhmnmﬂyaﬂofﬂmmlcvmtum
officials and statf have prearranged trips away from campus for adieissions and alumni
development activitles, or for personal leave, as neardy ail higher education professionals do
annually following the spring commencement season. This fact significantly Nmited the
availability of key University personnel during the month of June and into July, Consequentiy,
the Univertity has been unable to fully consult all relevant individuals and review all of the
avﬁhbhdoumnﬂmmmmmaMlmﬂfﬁrmmﬂanﬁAuﬁtRem
The OIG’s insistence on receiving the University’s comments at this time may, therefore, require
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thcUniversitytoraiseaddiﬁonaifncmaland}egnlimues!nasnbsequnntlegalappcal,perhaps
for the first time.

The University demonstrates that its CWA programs fully satisficd the 12-Hour Ruleand
that such compliance is fully and appropriately documented. The additional documentation
sought by the OIG (“the OIG documentation rle™) exceeds any level of documentation required
by the applicable statutes and regulations. Additionally, the recommended lisbility is based on
an erroneons methodology and excludes significant amounts of time that count toward
compliance with the 12-Hour Rule,

L THE UNIVERSITY’S COLLEGE FOR WORKING ADULTS PROGRAMS

SATISFY THE 12-HOUR RULE, AND THE UNIVERSITY HAS ADRQUATELY
DOCUMENTED ITS COMPLIANCE.

Alihough the Department has already concluded that “[tibere i3 no meaningful way to
measuse 12 hours of instrction™ for nantraditional education programs like those questioned by
mMMtRmhwmprlmdmspmmmmm
that the CWA programs peovided the requisite amount of “regularty scheduled instruction,
examinations, or preparation for examinations” required by the 12-Hour Rule, published at 34
CFR. § 668 2(b)2XiiXB).

A. Study Tesm meetings constitute instructional activity.

The CWA study team meetings fall within the scope of “regularly scheduled instruction,
examinations, or preparation for examinations.” The regnlatory text confinms this conclusion,
stating that “instructional time™ excludes “activity not refated to class preparation or
exeminations,” 34 C.PR. § 668.2(b)2)iii), implying thet activity related to class preparation or
examination is incinded. The study tearn meetings entail complcting ecademically rigorous
projects, leaming courss content, and engaging in group tasks that develop and enhance
problem-solving skills that are integral to the students” achievement of designated conrss
outcomes. The study team meetings are, therefore, clearly relsted to class preparation, and
qualily as instructiona] activity under the 12-Hour Rule.?

B. Study Team meetings wers regularily scheduled.

As part of the CWA curriculum, smdents within cach study team are required to develop
2 “Smdy Tesm Constitation.” In accordance with the CWA course modules, each sty team’s

 U.5. Dopartment of Education, Office of Pastsecondary Education, "Report o Congress on the Distsoce Bducation
Demonstration Prograns” (Jancary 2001), st pags 24. This xeport and {63 conclusions regarding the 2-Hour Rule
snd nontraditiona) educational programs sre discossed in greater detall in Saetion 11,

? The Drakt Audit Report does not seem to dispuse st stndy team mestings constitute fnstructional activity,
however the OIG excludes muny such meetings from its 12-Hour Ruls caleulstions becanse they fall to satisfy the
new Q10 docuiwnistion rules.
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constitation establishes that particular group's weekly meeting time and location, and also sets
forth spegific requirements segarding attendance and an penalties, within the study team’s
control {¢.g., fines), for an individual’s non-strendance.” Paculty members specifically instructed
students about these required provisions of the constitutions during the CWA orieatation,* and
each of the seven study teams in the OIG’s sample included their weekly meeting time and
location in its constitation,

In addition to the obvious docamentary evidence described sbove, several other factors
clearly indicate that the study team meetings were both “regular” and “scheduled.” The specific
mhmbcpuformedmdcmmedbyHmMmiuagimwukwuspeciﬂedinme
mmmmmmmmmmwmmmmm@m
activities, Also, cach designated study tean session was, by curriculom design, slated to occur
between specified meetings with the faculty instructor. During stacdy team meetings, students
comipleted rigorous team assignments, often preparing specified projects that were presented
during the next faculty-led workshop, in arder to progress academically in the course, Finally,
the faculty exerted control over the study team meetings by reviewing the designated team
assignments and projecis. The study team meetings were therefore regularly scheduled, and the
Draft Audit Report’s statement to the contrary is simply wrong,

C.  The Untversity’s attenciauce policy covered study team meetings.

The attendance policy for CWA programs states that if a stadent misses more than two
classes, the student will receive a failing grade. The OIG apparently misintarprets the term
“classes” ta mean only the course workshops condncted by faculty members, and therefore states
“the University did not have an equivalent policy for study group attendance.” Draft Audit
Report at 3. In fact, the University defincs the term “classes™ (o include both faculty-led sessions
ond the study team mestings. The attendance policy therefore applies equatly to course
workshope led by faculty members and o the study team mectings. I a student missed more
than two scssions of either the faculty-led class scssions or rore than two study team mestings,
or eny combination thereof totaling mors than two absences, the student received a failing grads
for the course. The Draft Audit Report’s statemeant that there was no attendance policy for study
teams is therefors also wrong. :

D.  The University adequately monitored Stndy Team meeting attendance.

Because the study team meetings wese so central to the CWA curriculum, the Studsnt
Services Director developed systematic procedures for monitoring both the occurrence of study

? The audit workpapers reveal that the O1G reviewed the study tear constitirticns, howsvar there is no mention of
them in the Draft Audit Report because, presumnably, the auditors did not apprecints that the constitations®
provisions were binding botween study texm members, ani between the sxidents and the University.

‘anmmmmhmhmm-dmwgmmum
toam component 0f de CWA programs, aad that study team activites wonld comprise at least four hones of each
week’s total cotrse tma,
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team meetings and individual members" attendance at those meetings. As shown in the audit
workpapers, students were required to submit Study Team Reports identifying the date and time
of each study toam meeting. These Study Team Raports were modified over time to request
mmmmmmmamhmmmjmmmwwm
in the particular study team sessions.

The OIG zpparently disregards these Study Team Reports becauss they are submitted
directly to the University mther than going through the individual faculty member responsible
for the course. Ses Diraft Audit Report at 3, ‘There is stimply no stamtory or regulatory basis for
ﬂﬁsdisﬁucﬁou,mﬂthempmtpmﬁdunomfwmaﬂngsuchadisﬁmﬁm. All that iz
required by the 12-Hour Rule is that sndy team meetings were regularly scheduled, which they
wene as described sbovs,

E. Stndmimpuﬂataanhdmﬂaﬂmmﬂnh,mdkmhy
mh:mmdwmmmummswdmi

meetings in any given week,

The Draft Audit Report’s statement that “faculty were not required to monitor study
gmupaﬂandmce"mﬁemthemmﬂdmummaﬁmmbpwpmﬂnstoreqm the physical
presence of faculty for instructional time to count towards 12-Hour Rule compliance. However,
the 12-Hour Rule expressly states that time spent in “preparation for examinations® i included in
the overall caiculation of instructional activity, Clearly the regulation does not require a faculty
member to be present whensver a student studies or propares for examination, in order for sach
time to be inclnded,

- Hknwiae,fscuhypmmduﬁngxmdytﬂmmaeﬁngshnmwimdfoﬂhefumty
nmhermamwhmhenmdmmqmlypuﬂdpaudhﬂmwmﬂysmdytﬂmm
MMmduhinﬁmMmdymMngsmthwmdmmedwebpmmofmp
projects and preparation of presentations for the next faculty-led workshop. These projects and
presentations are graded and comyrise part of each student’s final grade.®

F.  Additions] hours spent by students in preparation for examinations is
includable under the 12-Hour Rale,

Some CWA courses in mathematics and business utilize traditional examinations, in

* This interpretation is coaistent with amendments (o the 12-Bour Rule that took sffect July 1, 2001, The revised
12-Hoor Rule yexquiros an institution 1o provide “Talt loast 12 howrs of regtilarly scheduled instruction or
uminﬂm"w“[l]ﬂwmm:hﬁiddwddnmfmnwpukﬂ.um 12 howrs of stady for final
axaminations.” 34 CER. § 668.2(b)2) (2001). This revision makes cloar that e focus of the rule is on whather
MmﬁoulﬁmhﬁmhlyM‘ﬂmMnhﬁmﬁmmﬂywmm“nM
comploted twebve bours of instroctonal activity in any given woek.

* The Depatment s statutorily barved from axsrcising sy “direction, sepervigion, of contral over the cucricuhem™
of the Uniiverslty, 20U7.8.C, § 12320 Theeefore, 1o the extent this andit relses questions aboot the CWA course
custicuben, such issaes aro plainly beyond the OIG's scope of autharity,
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additional to the study team presentations and other graded activities. The Draft Audit Report
ignommeaddiﬁonﬂbmspeuthysmdmminﬂ:mcmmpmpaﬁngforllwirenminatims,
although the 12-Hour Rule sxplicitly permits time spent in “preparation for examinations” to be
counted towards compliance. ' The new OIG documnentation rule essentially requires all exam
pnpamiontohnsﬁcﬂymmnahdbyﬂwumvmitymmmhedbyafacunymcnﬂm,inorder
for the time to be included. Because that level of supervision is not required by any legal
authority, myukulaﬁmmdu&nlz-HourRulumumFasmbythesimphfmﬂnms
occurred, that stadents in those courses were expected to spend, and did spend, additional time
preparing for the exams.

G.  There lsno statvtory or regulatory requirement for Stundy Tesms to meet at
mmmmmmbymmhm.

‘to compliance with the 12-Hour Rule. The regulatory provision, and the Department’s
conmentary accompanying the regulation, explicitly acknowledgs thet instructional time may
snclude educational activity that occurs off-campus or at locations otherwise not within the
University’s control;

Comments: One commenter observed that many external degres and adult
leamingpmgmmsmﬁ'ﬁngtomduuthennmberofdaysspmtinﬂm
Omne commenter requested that the Secretary utilize the
diversity and plurality of the education system by recognizing the amount
of time the student speads in different educational ssttings. . . .
Dbﬂmm: ok S = L] Ly GRS HL Wik EOME-NL O

59 Fed.Reg. 61148 (Nov. 29, 1994) (amphasis added). Significantly, the above comments
related directly to the 12-Hour Ruls's application to nou-traditional programs like the CWA
courses al issue in the present andit, i.¢., “lifelong learning” programs designed to reduce the
mumber of days spent in a traditional classroom setting.

The Draft Audit Report simply provides no basis in statute, regulation, published
guidance, or case law that establishes a requirement that the University must specifically monitor
all educational activity in order to be counted under the 12-Hour Rule. Moreover, any aitempt
by the OIG to establish such a policy through this andit constitutes improper agency milemaking
and falls cutside the scope of the OIG*s authority under the Inspector General Act of 1978,

¥ The Usiversity acknowledges that traditiona! “home work,” which I3 no¢ related 10 propartion for an examibation
or an analogons actlvity, would not count iowaed compliznce with the 12-Hour Ruts.
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which preciudes an agency from delegating “program operating responsibilities™ to an OIG. Ses
5U.S.C. App. 3 § 8G(b).

Il  THE 12-HOUR RULE IS WIDELY ACKNOWLEGDED TO BE UNWORKABLE
AND ILL-SUITED FOR NONTRADITIONAL EDUCATIONAL PROGRAMS,

The underlying basis for the 12-Hour Rule and its continued applicability to the Tite IV
programs ate prescntly in serious doubt, particularty as applied to nontraditional educational
pmgrm:mchuﬂmoﬁmudinﬂuﬂniwmity‘acwcgefmwwngﬁmﬂm The section of
mmﬂm@mmﬁmgmmmmammm“m
Tithe IV eligibility reads:

[TThe term “academic year” shall require a minimum of 30 weeks of
insu'ucﬂomltime,mdwlthrupmtomnndermduaumnfmdy.
shall require that during such minimum period of Instructional time a foli-
time student is expectad to complete at lsast 24 semester or trimester hours

or 36 quarter hours at an institation that measures program lengih in credit
hours.

20U.5.C. § 1088(a)(2). mmmmmgmmmmmmgme length or structure of
a traditional, four-year institution of higher education’s period of undergraduate instruction, In
regulatione implementing the sbove HEA provision, bowever, the Department created an
additional requirement for educational programs that use credit hours but that do not usc a
semester, trimester, or quarter gystem. For such programa, “the Secretary considers a week of
instractional time to be a1y week in which at least 12 hours of regularly scheduled instmetion,
sxaminations, or preparation for examinations occurs.” 34 C.F.R. § 668.2(bX2)(iXB).* This
requircment was added by regulation withont any statutory basis.

The appropriateness of the 12-Hour Rule, and the immeasurable burden it creatss for
institutions that wish to prove complange, have recently come under increased scrutiny. The
conference report to the Department’s fiscal year 2001 appropriations act included the following:

placed ot institutions heir atte
the 12-hour rule. The conferees undesstand that the Department
Bducation has agreed to meet with the higher education community about

'Fcednuﬁmnlmmmdanmum.m.umsym"&nwm;ma
instructional time 1o be any week in which xt jeast one dey of regulsely scheduled instruction, sxaminations, o
preparation for exsminations occure™ M CFR. § 66820 X2 (lXA).
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this issue. ... The Department is requested to report the results of the
discussions and any anticipated action on the part of the Department with
respect (o the 12-hour rule 10 the relevant Congressional committess by
March 31, 2001,

ILR. Conf. Rep. No. 106-1033, at 194 (2000) (emphasis added). Despite the due date of March
31, the Department has not yet issoed its report on the 12-Hour Rule. The Univessity therefore
objects to the issuance of the Draft Audit Report concerning the [2-Hour Rule, and heving to
mspondtnﬂwOlGatﬂ:iaﬁm:,whenﬂnDcpum:nthasmtyetoomplicdwimahgislaﬁm
mandate on the very same subject.

As this audit is pending, Congress is simultaneously considering legislation that would
repeal the 12-Hour Rule. On the samnc date that the Draft Audit Report wan issued, the “Internet
Equity end Education Act of 2001” (H.R. 1992) was introduced.® The bill wounld nniformly
define “week of instructional time™ 1o be “a week in which at least one day of instruction,
axaminaﬁm,mmraﬁmfwmmin:ﬁmmun,“musmpﬁngmewguhﬂmuuﬁngthe
12-Hour Rule. The hill is & tacit acknowledgement of the Department's own findings that
“[tihere is no meaningfil way to measure 12 hours of instruction” for courses “typically
structured in modules thet combine both what [traditionally) might be considered instruction and
out-ofclass work, s0 there is no distinetion between instructional time and *home work.™™® The
University's CWA course modules — combining traditional, facuity-led “classes,”
“mdym”hwhichmdwmwmhdonsmd:dmuppmjects.mmdiﬁduﬂlymaigmd
graded projects — fall within this category of educational programs. The CWA courses thereby
empﬁﬁhmgﬂmydihmmamuﬂdbymelz-ﬂmrmmmdmleﬁummw
the Department.

Il. THE RECOMMENDED LIABILITY IS BASED ON AN ERRONEOUS
METHODOLOGY AND EXCLUDES SIGNIFICANT AMOUNTS OF TIMRE
THAT COUNT TOWARD COMPLIANCE WITH THE 12-HOUR RULE,

A,  The Draft Audit Report utilizes an erroneous methodology $o determine the
nunber of “study team hours” required mnder the 12-Hour Rule,

‘The Draft Audit Report wrongly calculates the momber of additional instructional hours,
outside of the weekly four-hour faculty workshop (“classroom hours™), that CWA students
needed to complete under the 12-Hour Rule. The OIG simply calenlated the number of

’lmwnmmtndupad:qnmdbymenomsﬂbcmmﬁMMHu&mcwmmMyIl.
2001,

* US. Dopartoent of Education, Offtce of Postsecondary Biucaiton, “Report to Congrets on the Distance
Education Demonstration Programs”™ (Jesaary 2001), &t page 24. While the quaind siatement was made in specific
regard to “distsnce sdocation™ courscs, the Roport goea on to define such nontraditiona courses In & mamer that is
equivalent to the educational programs of issue in this sndit,
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dmmhmfmﬂwmnsmdymhmmnplc,wmmmmdimhom,md
determnined that another 1408 study team hours were required. Draft Audit Report at 3, This
methodology would requize the seven groups to meet 1 total of 2816 instructional hours in order
to qualify under the regulation. However, this would ba far above the actnal hours peeded to
qualify as a full-time program cligible for Title IV participation.

The 12-Hour Rule requires the equivalent of 360 {nstructional hours per academic yoar.
Draft Aodit Report at 2. Therefore, the seven groups of students in the andit sample would have
r.ohaveatMMﬂMUmpsﬂ:mSﬁOhmmpum}imﬂaﬁonﬂﬁme,mmzsm
hours claimed by the O1G. Bocauss the Draft Audit Report cxpresaly credits 1408 classroom
hmm,ﬂwbﬂmofinmonﬂﬂquuimdfurmdymmﬁny and other activities is
1112 hours, not another 1408. The OIG’s methodofogy thersfors requires 296 hours more than
are required by the 12-Hour Rule."!

B. TheDraﬂAudﬂRmttrbhtrﬂym&mmhdsmdmep
meetings.

The Draft Audit Report cites “doctieantation™ of 422 hours of study team mestings,
However, the mdit workpapers reveal that the OIG arbitrasily cxcluded evidence of additianal
study tcam meeting hours, Accarding to the workpapers, the OIG gives credit to a study taam
nu:uﬁngonlyifthuSmdyhmkqmmdimbo&namingandendingﬁmcforﬂumﬁng,
whileignoﬂngo&mdmnmmdmdyteamnmﬁngssimplybmmanendingﬁmism
shown on the Study Team Repott, In making this arbitrary distinction, tha Draft Audit Report
ignores clear and convincing evidence of regularly scheduled study tcam meetings that obviously
took place, This action by the OIG once again presumes documentation requirements — in this
::aae.mdedsmﬁngmdaldingﬁmfwﬂlmdytemmﬁngs-&mmmmutmdbyﬂm
12-Hour Rule. The regulation merely requires that such meetings be “rogularly scheduled.”

The new OIG documentation rules are again inconsistent with the Department’s own
regulations and published commentary. As discussed in Section 1T above, the Department based
the 12-Hour Rule on its definition of a full-time student. The regulations definc a “fuli-gme
student,” in relevant part, as follows:

Full-time student: An enrolled student who is carrying a foli-time
acadennic workload (ather than by correspondence) as determined by the
institotion under a standard applicable to all students enrolled in a
particular educational program. The stud ¢l NS ]

“Bmcﬂuﬁlﬂghumndﬁh'mmmhnmﬂuwhupmmIBBDMmunderlheO!G
documentation rule, out of the required to] of 2520,
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34 CF.R. § 668.2 (emphasis added); see glgo 34 C.FR. § 682.200. The emphasized language
demnonstrates the Department’s recognition that g student's academnic workioad may consist of
actlvities including “work,” “research,” and “special studics that the institwtion considers
sufficient.” There is no stated requirement, bowever, for an institution to specifically document
each and cvery kour spent by a student on such activities, 50 long as they are regulardly
scheduied.

C. TheDnﬂAndltllqmﬂmnglyndudulndlvﬂnﬂandmpmﬂm

for examinations, presentations and other graded activities that affected
students’ final grades.

The OIG also fails to consider that instructions] activity incladable under the 12-Hour
Ruhmauuﬂymnomﬂdnofhﬂnthefxﬂty—hdclnmandﬂwsmdyﬂmmﬁngs. For
example, the regulation permits time spent in “preparation for examinations” to be counted. The
nqulGdommuﬁmmbﬁlhaigm&ﬁspmﬁmofﬂnmgulaﬁomorhumgly
ndoptadmhmtptuuimmquﬁingﬂlpmpumimhbemmymgﬂmdbythaﬂnivusim
snpuﬁsedhynfmuhynnmbﬂ,orukephceindmdy-monﬂmwivmaityfadﬁﬁu.
Smdenu’mrmCWAmmmedamninedthrwghmdmmﬂaxmﬂmﬁom.gmded
individual presentations and papers, gmded group projects, or a combination thereof, Although
itca:motbc,norisitmquimdhyanylegalauﬂmrilytobe,mituedmdmdby&m
Univmity.mycllcuhﬁmmduﬂnI:-Hnmkuhmustprmﬂmmdmﬂmaddiﬁoml
time preparing for these examinations and graded activities. Indeed, students completed “end-of-
course surveys” on which they are asked how much time was spent, outside of both the class
sessions and stody team meetings, oo the course, Most students indicated several hours of
preparation for examinations or other graded projects, and such time must be counted towards
the 12-Hour Rule. The OIG, however, failed to review'? or chose to ignore the end-of-course
surveys and the additional hours they represent.

CONCLUSION

For all of these reasons, the University disagrees with the preliminary findings and
recommeadations set forth in the Draft Audit Report (Control Number ED-OIG/A07-B0001),
and we urge the Office of Inspector General to close the audit. We reserve the right and

oppostunity to respond firther to any final report as may be issuod.
Respectfully submitted,

WILLIAM PENN UNIVERSITY
Dr. Thomas F. Boyd, President

3 There is nothing in tho OIG"s andit workpepers, provided to the University o June 21, 2001, indicating.that the
anditors reviewed the end-of-courss sorveys.



