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UNITED STATES DISTRICT COURT    
SOUTHERN DISTRICT OF NEW YORK 
-----------------------------------------------------------x 
In re FANNIE MAE 2008 SECURITIES        :   08 Civ. 7831 (PAC) 
LITIGATION            :   09 MD 2013 (PAC) 
             : 
             :  OPINION & ORDER                  
-----------------------------------------------------------x 

      
 
 

HONORABLE PAUL A. CROTTY, United States District Judge: 
 

 
BACKGROUND1 

 
The early years of this decade saw a boom in home financing which was fueled, among 

other things, by low interest rates and lax credit conditions.  New lending instruments, such as 

subprime mortgages (high credit risk loans) and Alt-A mortgages (low-documentation loans) 

kept the boom going.  Borrowers played a role too; they took on unmanageable risks on the 

assumption that the market would continue to rise and that refinancing options would always be 

available in the future.  Lending discipline was lacking in the system.  Mortgage originators did 

not hold these high-risk mortgage loans.  Rather than carry the rising risk on their books, the 

originators sold their loans into the secondary mortgage market, often as securitized packages 

known as mortgage-backed securities (“MBSs”).  MBS markets grew almost exponentially. 

But then the housing bubble burst.  In 2006, the demand for housing dropped abruptly 

and home prices began to fall.  In light of the changing housing market, banks modified their 

lending practices and became unwilling to refinance home mortgages without refinancing. 

                                                 
1 Unless otherwise indicated, all references cited as “(¶ _)” or to the “Complaint” are to the Amended Complaint, 
dated June 22, 2009. For purposes of this Motion, all allegations in the Amended Complaint are taken as true. 
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WHEREAS, this Stipulation and Order of Settlement and Dismissal (the "Stipulation" or 

"Agreement" or "Settlement Agreement") is entered into among the United States of America, 

by its attorney Preet Bharara, United States Attorney for the Southern District of New York (the 

"United States"), Defendant New York Institute of Technology ("NYIT"), and Relator 

Gurumurthy Kalyanaram, ("Relator") (collectively, the "Parties") through their authorized 

representatives; 

WHEREAS, NYIT is a private, non-profit university with over 14,000 students in seven 

colleges and schools; 

WHEREAS, Ellis College of NY IT ("Ellis College") was founded in 2003 pursuant to an 

agreement among NYIT, Unext, Inc., and Unext.com, LLC (later known as Cardean Learning 

Group, LLC), to offer exclusively online courses; 

WHEREAS, NYIT is a participant in the federally-funded student loan and grant 

programs administered by the United States Department of Education ("USED"); 

WHEREAS, on October 17, 2007, Relator filed a qui tam action in the United States 

District Court for the Southern District of New York, captioned United States ofAmerica ex reI. 

Gurumurthy Kalyanaram and New York State ex reI. Gurumurthy Kalyanaram v. New York 

Institute ofTechnology, Ellis College ofNew York Institute ofTechnology, Cardean Learning 

Group, LLC (ilCardean"), UNEXT, Inc. and UNEXT LLC, 07 Civ. 9307 (JFK) (AJP), pursuant 

to the qui tam provisions of the False Claims Act, 31 U.S.C. § 3730(b) ("the Relator's Action"). 

The Relator's Action alleged, inter alia, that the courses offered and degrees awarded by Ellis 

College did not comply with the academic standards and requirements that applied to NYIT's 

courses and degrees, contrary to the representations NYIT made when it created Ellis College, 
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and that NYIT and Ellis College paid incentive payments, through Cardean, to recruiters to 

enroll students in violation of applicable laws, rules and regulations; 

WHEREAS, on September 20,2011, Relator filed a First Amended Qui Tam Complaint, 

amending the retaliation claim of the previously filed complaint; 

WHEREAS, the United States has intervened in the Civil Action and has filed the 

Complaint-in-Intervention of the United States of America (the "Federal Complaint") alleging 

that Defendants named in the Relator's action ("Defendants") knowingly violated the incentive 

compensation ban prohibiting institutions that receive Title IV funds from providing "any 

commission, bonus, or other incentive payment based directly or indirectly on success in 

securing enrollments or financial aid to any person or entities engaged in any student recruiting 

or admission activities or in making decisions regarding the award of student financial 

assistance ...." 20 U.S.C. § 1094(a)(20) ("Incentive Compensation Ban"); 

WHEREAS, Defendant NYIT's conduct as alleged in the Federal Complaint and 

Relator's First Amended Qui Tam Complaint shall be defined for purposes of this settlement as 

the "Covered Conduct;" 

NOW, THEREFORE, to avoid the delay, uncertainty, inconvenience, and expense of 

protracted litigation of the above claims, and in consideration of the mutual promises and 

obligations of this Stipulation, the Parties agree and covenant as follows: 

TERMS AND CONDITIONS 

1. The Parties consent to this Court's exercise of subject matter jurisdiction over this 

action and personal jurisdiction over each of them. 

2. NYIT admits the following facts with respect to the Covered Conduct: 
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a. NYIT entered into three Program Participation Agreements ("PPAs") with 

USED for the periods 2000-2006, 2006-2009, and 2009-2012. The PPAs were signed by NYIT 

on December 8, 2000, August 22, 2006, and January 19, 20 I 0, respectively. 

b. As part ofthe PP As, NYIT agreed, inter alia, that it would comply with the 

rules of the Incentive Compensation Ban and its implementing regulations, 34 C.F.R. § 

668.14(b)(22) and that it would not contract with a third party that violated the Incentive 

Compensation Ban; 

c. In 2003, NYIT contracted with Cardean to provide recruitment and other 

services with respect to Ellis College; and 

d. From September 2003 to August 2008, NYIT failed to perform adequate 

due diligence and/or exercise adequate oversight over Cardean's practices with respect to 

compensating Ellis College recruiters. 

3. NYIT shall pay the United States a total of two million five hundred thousand 

dollars ($2,500,000.00) (the "Settlement Amount") for the loss claimed by the United States due 

to the Covered Conduct. The Settlement Amount shall be paid on the following terms: (i) the 

first payment, in the amount of $500,000.00, shall be made within 5 days after the Effective Date 

(defined below); and (ii) the second, third, fourth, and fifth, payments, each in the amount of 

$500,000.00, shall be made on or before March 1 of each subsequent year, starting on March 1, 

2013. NYIT shall make payments of the Settlement Amount by electronic funds transfer 

pursuant to written instructions to be provided by the United States Attorney's Office for the 

Southern District ofNew York. NYIT shall pay interest on the second, third, fourth and fifth 

payments in the amount of 1.75% per annum. There will be no prepayment penalty should 
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NYIT discharge the obligations set forth in this Paragraph 3 earlier than scheduled, although 

interest on any outstanding balance which is the subject of any prepayment shall accrue from the 

last interest payment or the effective date (whichever is later) through the date of the 

prepayment. 

4. This Agreement resolves allegations against NYIT relating to the findings of the 

Program Review dated September 11, 2009 (OPE ID #002782); its accompanying transmittal 

letter dated September 11, 2009; three inquiries from the Office ofthe Inspector General of the 

USED to NYIT dated July 29, 2009, June 22,2010, and February 8, 2011; and USED's May 26, 

2011 e-mail message NYIT. See Letters to NYIT attached hereto as Exhibit A. 

5. In addition to the Settlement Amount, NYIT shall make payments of interest and 

special allowance in the amount of $1 ,511.22, relating to late refunds owed to Ellis College 

students, in accordance with USED's Final Program Review Determination. NYIT's auditor 

shall attest to the satisfactory payment of these amounts in NYIT's next regularly scheduled 

annual compliance audit submitted to USED. 

6. Subject to the exceptions in Paragraph 10 (concerning excluded claims) below, 

and the obligations and exceptions in Paragraphs 11 and 24 below and conditioned upon NYIT's 

payment of the first Settlement Amount payment, the United States releases NYIT and all of its 

current and former officers, directors, trustees, employees, affiliates, and assigns, from any civil 

or administrative monetary claim the United States has for the Covered Conduct under the False 

Claims Act, 31 U.S.C. §§ 3729-3733; the Contract Disputes Act (41 U.S.C. §601 et seq.); the 

Program Fraud Civil Remedies Act, 31 U.S.C. §§ 3801-3812; the Civil Monetary Penalties Law, 

42 U.S.C. § 1320a-7a; and the common law or equitable theories of fraud, payment by mistake, 
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disgorgement, restitution, recoupment, conversion, constructive trust, negligence, breach of 

contract, and unjust enrichment. The United States shall seek the simultaneous filing and 

dismissal with prejudice of the Federal Complaint as against NYIT, as well as the dismissal with 

prejudice of Relator's First Amended Qui Tam Complaint as against NYIT except for Relator's 

claims for retaliation under 31 U.S.C. § 3730(h) and/or N.Y. State Finance Law § 191(1). 

7. Contingent upon and following payment by NYIT pursuant to the tenns of the 

Settlement Agreement, the United States agrees to pay the Relator twenty percent (20%) of each 

payment (the "U.S. Relator's Share") from the Settlement Amount according to written 

instructions provided by Relator's counsel, David Koenigsberg. NYIT has separately entered 

into an agreement to address the payment ofRelator's attorneys' fees and costs with respect to 

the matters being settled by this Agreement. 

8. In agreeing to accept payment of the U.S. Relator's Share, Relator for himself and 

his heirs, successors, attorneys, agents, and assigns, will release and will be deemed to have 

released and forever discharged the United States, its officers, agents, and employees from any 

claims pursuant to 31 U.S.C. § 3730 and for a share of the U.S. Settlement Proceeds, and from 

any claims against the United States arising from or relating to the filing of the Civil Action and 

the Federal Complaint. 

9. Relator, for himself and for his heirs, executors, administrators, personal 

representatives, family members, successors, attorneys, agents, and assigns, releases and forever 

discharges NYIT and all of its current and former officers, directors, trustees, employees, 

affiliates, and assigns ("the Released Parties"), from any and all manner ofclaims, proceedings 

and causes of action of any kind or description whatsoever, known or unknown, contingent or 
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accrued that Relator and/or his heirs, executors, administrators, and assigns have against the 

Released Parties arising out of or by reason of any cause, matter, thing, fact, circumstance, event 

or agreement whatsoever occurring prior to the execution of this Agreement, relating to or 

arising out of Ellis College, Relator's First Amended Qui Tam Complaint or the Federal 

Complaint, except for Relator's claims for retaliation under 31 U.S.C. § 3730(h) and/or N.Y. 

State Finance Law § 191 (1) and any claims that are the subject of the action entitled Kalyanaram 

v. NYIT, Index No. 109041/2010 (NY Supreme Court). 

10. Notwithstanding the releases given in Paragraph 6 of this Stipulation, or any other 

term of this Stipulation, the following claims of the United States are specifically reserved and 

are not released: 

a. Any liability arising under Title 26, U.S. Code (Internal Revenue Code); 

b. Any criminal liability; 

c. Except as explicitly stated in this Agreement, any administrative liability, 

including suspension and debarment rights of any federal agency; 

d. Any liability to the United States (or its agencies) for any conduct other 

than the Covered Conduct; and 

e. Any liability based upon obligations created by this Stipulation. 

11. NYIT shall be in default of this Stipulation if it fails to make any payment set 

forth in paragraph 3 on or before its due date. The United States will provide written notice of 

any default, to be sent by email and first-class mail to the undersigned attorneys for NYIT. In 

the event of default, the entire remaining unpaid Settlement Amount shall be immediately due 

and payable by NYIT, and interest shall accrue at the rate of 12% per annum compounded daily 
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on the remaining unpaid principal balance, beginning seven (7) business days after delivery of 

the notice of default. If the Settlement Amount, with all accrued interest, is not paid in full 

within seven (7) business days after delivery of the notice of default, NYIT shall agree to a 

Consent Judgment against NYIT in the amount of the unpaid balance, and the United States, at 

its option, may: (a) rescind this Stipulation and reinstate the Federal Complaint filed in this 

action as to NYIT or seek specific performance of the Stipulation; (b) offset the remaining 

unpaid balance from any amounts due and owing NYIT by any department, agency or agent of 

the United States at the time of default; or (c) exercise any other rights granted by law, or under 

the terms of this Agreement, or recognizable at common law or in equity. NYIT shall not 

contest any offset imposed or any collection action undertaken by the United States pursuant to 

this paragraph, either administratively or in any State or Federal court. In addition, NYIT shall 

pay the United States all reasonable costs of collection and enforcement under this paragraph, 

including attorneys' fees and expenses. In the event that the United States opts to rescind this 

Stipulation pursuant to this paragraph, NYIT shall not plead, argue, or otherwise raise any 

defenses under the theories of statute oflimitations, laches, estoppel, or similar theories, to any 

civil or administrative claims which relate to the Covered Conduct. 

12. Relator and his heirs, successors, attorneys, agents, and assigns shall not object to 

this Agreement but agree and confirm that this Agreement is fair, adequate, and reasonable under 

all the circumstances, pursuant to 31 U.S.c. § 3730(c)(2)(B). 

13. NYIT waives and shall not assert any defenses it may have to any criminal 

prosecution or administrative action relating to the Covered Conduct that may be based in whole 

or in part on a contention that, under the Double Jeopardy Clause in the Fifth Amendment of the 
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Constitution, or under the Excessive Fines Clause in the Eighth Amendment of the Constitution, 

this Stipulation bars a remedy sought in such criminal prosecution or administrative action. 

14. Nothing in this paragraph or any other provision of this Stipulation constitutes an 

agreement by the United States concerning the characterization of the Settlement Amount for 

purposes of the Internal Revenue laws, Title 26 of the United States Code. 

15. NYIT fully and finally releases the United States, and its agencies, employees, 

servants, and agents from any claims (including attorney's fees, costs, and expenses of every kind 

and however denominated) that NYIT has asserted, could have asserted, or may assert in the 

future against the United States, and its agencies, employees, servants, and agents, related to the 

Covered Conduct and the United States' investigation and prosecution thereof, provided, 

however, that nothing in this Stipulation shall absolve the Government from any obligation to 

pay NYIT any amounts due under any grant, cooperative agreement or contract awarded to 

NYIT by the United States ("Government Agreements"), or prevent NYIT from seeking an 

equitable adjustment or recovering on any claim for any amounts due to NYIT under any 

Government Agreement, except as otherwise provided by this Stipulation. 

16. NYIT fully and finally releases Relator and each of his heirs, successors, 

attorneys, agents, and assigns, from any claims (including attorney's fees, costs, and expenses of 

every kind and however denominated) that NYIT has asserted, or could have asserted, or may 

assert in the future against Relator and his heirs, successors, attorneys, agents, and assigns, 

relating to or arising out of Relator's First Amended Qui Tam Complaint or the Federal 

Complaint, excluding matters related to Relator's claims for retaliation under 31 U.S.C. § 

3730(h) and/or N.Y. State Finance Law § 191(1) or that are the subject of the action entitled 
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Kalyanaram v. NYIT, Index No. 10904112010 (NY Supreme Court). 

17. NYIT agrees to the following: 

a. Unallowable Costs Defined: All costs (as defined in the Federal 

Acquisition Regulation, 48 C.F .R. § 31.205-47, and in Titles XVIII and XIX of the Social 

Security Act, 42 U.S.C. §§ 1395-1395kkk-l and 1396-1396w-5, and the regulations and official 

program directives promulgated thereunder) incurred by or on behalf ofNYIT, their present or 

former officers, directors, trustees, employees, and agents in connection with: 

(1) the matters covered by this Stipulation; 

(2) the United States' audit(s) and civil and any criminal 

investigation(s) of the matters covered by this Stipulation; 

(3) NYIT's investigation, defense, and corrective actions undertaken 

in response to the United States' audit(s) and civil and any criminal investigation(s) in connection 

with the matters covered by this Stipulation (including attorney's fees); 

(4) the negotiation and performance of this Stipulation; and 

(5) the payments made to the United States pursuant to this Stipulation 

and any payments that NYIT or any other ofNYIT's present or former officers, directors, 

trustees, employees, and agents make to Relator, including for his costs and attorney's fees. 

b. Future Treatment of Unallowable Costs: Unallowable Costs shall be 

separately determined and accounted for in nonreimbursable cost centers or categories by NYIT, 

and NYIT shall not charge such Unallowable Costs directly or indirectly to any contracts with 

the United States. 

c. Treatment of Unallowable Costs Previously Submitted for Payment: 
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Within 90 days after the Effective Date of this Agreement, NYIT shall identify and repay by 

adjustment to future claims for payment or otherwise any Unallowable Costs included in 

payments previously sought by NYIT or any of its subsidiaries or affiliates from the United 

States. NYIT agrees that the United States, at a minimum, shall be entitled to recoup from 

NYIT any overpayment plus applicable interest and penalties as a result of the inclusion of such 

Unallowable Costs on previously-submitted requests for payment. The United States, including 

the Department of Justice and/or the affected agencies, reserves its rights to audit, examine, or 

re-examine NYIT's books and records and to disagree with any calculations submitted by NYIT 

or any of their subsidiaries or affiliates regarding any Unallowable Costs included in payments 

previously sought by NYIT, or the effect of any such Unallowable Costs on the amount of such 

payments. 

d. Nothing in this Stipulation shall constitute a waiver of the rights of 

the United States to audit, examine, or re-examine NYIT's books and records to detennine that 

no Unallowable Costs have been claimed in accordance with the provisions of this paragraph. 

e. The United States reserves its right to disagree with any calculations 

submitted by NYIT or the effect of inclusion of Unallowable Costs (as defined in this paragraph) 

on NYIT or any of their subsidiaries or affiliates or the effect of inclusion of Unallowable Costs 

(as defined in this paragraph) on NYIT or any of their subsidiaries' or affiliates' cost reports, cost 

statements or infonnation reports (including CFRs and appeals). 

18. Except as expressly provided to the contrary in this StipUlation, this Stipulation is 

intended to be for the benefit of the Parties only. The Parties do not release any claims against 

any other person or entity except as provided in paragraphs 6, 8, 9, 15, and 16. 
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19. This Stipulation is governed by the laws of the United States. The exclusive 

jurisdiction and venue for any dispute relating to this Stipulation is the United States District 

Court for the Southern District of New York. For purposes of construing this Stipulation, this 

Stipulation shall be deemed to have been drafted by all Parties to this Stipulation and shall not, 

therefore, be construed against any Party for that reason in any subsequent dispute. 

20. Each party and signatory to this Stipulation represents that it freely and 

voluntarily enters into this Stipulation without any degree ofduress or compulsion. 

21. This Stipulation constitutes the complete agreement between the Parties. This 

Stipulation may not be amended except by written consent of the Parties. 

22. The undersigned counsel and other signatories represent and warrant that they are 

fully authorized to execute this Stipulation on behalf of the persons and entities indicated below. 

23. This Stipulation may be executed in counterparts, each of which constitutes an 

original and all of which constitute one and the same Stipulation. Facsimiles of signatures shall 

constitute acceptable, binding signatures for purposes of this Stipulation. 

24. Any failure by the United States to insist upon the strict performance ofany ofthe 

provisions of this Stipulation shall not be deemed a waiver of any of the provisions hereof, and 

the United States, notwithstanding that failure, shall have the right thereafter to insist upon strict 

performance of any and all of the provisions of this Stipulation. 

25. Any notices pursuant to this Stipulation shall be in writing and shall, unless 

expressly provided otherwise herein, be given by hand delivery, express courier, or facsimile 

transmission followed by postage-prepaid mail, and shall be addressed as follows: 
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TO THE UNITED STATES: 

Heidi A. Wendel 
Mara E. Trager 
United States Attorney's Office 
Southern District ofNew York 
86 Chambers Street, 3rd Floor 
New York, NY 10007 
Facsimile: (212) 637-2702 

TO DEFENDANT NYIT: 

Stephen J. Immelt, Esq. 
Elizabeth Meers, Esq. 
Hogan Lovells US LLP 
100 International Drive, Suite 2000 
Baltimore, Maryland 21202 
Tel: 410-659-2757 
Fax: 410-659-2701 

TO RELATOR: 

David A. Koenigsberg 
MENZ BONNER KOMAR & KOENIGSBERG LLP 
444 Madison Avenue, 39th Floor 
New York, New York 10022 
Telephone: (212) 223-2100 
Facsimile: (212) 223-2185 

26. The effective date of this Stipulation is the date upon which this Stipulation is 

entered by this Court (the "Effective Date"). 
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THE UNITED STATES OF AMERICA 

Dated: New York, New York 
December/Z'2012 

PREET BHARARA 
United States Attorney for the 
Southern District ofNew York 

rI. !. '~.~~cL.\-A:~.~~By: 
~A. Wendel 
Mara E. Trager 
Assistant United States Attorneys 
86 Chambers Street, 3rd floor 
New York, New York 10007 
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NYIT 

Dated: New York, New York 
Decem ber 18..., 2012 

Dated: New York, New York 
December _, 20] 2 

STEPHENIMMELT 
Attorneys for Defendant NYU 

By: 
Hogan Lovens US LLP 

.....·'""'l:g(nnterna:tronal~Wtve;ffSiJlf.e'20mr-'nr= .. 
Baltimore, Maryland 21202 
Tel: 410-659-2757 
Fax: 410-659-2701 

RELATOR 

Dated: 
December ~ 20 I 2 

GURUMURTHY KALYANARAM, Relator 
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NYIT 

Dated: New York, New York 
December _, 2012 

NYIT 

By: 

Dated: New York, New York 
December 1.8.,2012 

STEPHEN IMMELT 
Attorneys for Defendant NYIT 

_m~ __BY:__!~:-'",-
".~'~''''''-'=.,-:----.~~-- 'TUUTnternatiomlT15i"ive,"Sulte ~offij 

Baltimore, Maryland 21202 
Tel: 410·659·2757 
Fax: 410·659·270 I 

RELATOR 

Dated: 
December_, 2012 

GURUMURTHY KALYANA RAM, Relator 
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NYIT 

Dated: New York, New York 
December -,2012 

NYIT 

By: 

Dated: New York, New York 
December _. 2012 

STEPHEN IMMELT 

Attorneys for Defendant NYIT 


By: 
Hogan Lovells US LLP 
100 lnternational Drive, Suite 2000 
Baltimore, Maryland 21202 
Tel: 410-659-2757 
Fax: 410-659-2701 

RELATOR 

Dated: 

~~~~~h)
GUR URTHY KAL ANARAM~ ~~Iator 
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Dated: New York, ~ York 
D~ember fi,. 2012 

MffiNZBONNERKOMAR& 
KOENIGSBERG LLP 
Anomeys for Relator 

C\, \Dr ) 
By: rJk//1Ai}' ~.t"a~-, 

David A. Koenigst ~--, :.q. 
444 Madison Avenue,' Floor 
New York, New York 10022 
Telephone: (212) 223-2 tOO 
Facsimile: (212) 223-2185 

SO ORDERED: 

United States District Judge 
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SEP 112lDJ 

Mr. Edward Guiliano, President 
Nev.' York Institute of Technology Certified Mail 
P.O. Box 8000 Return Receipt Requested 
Old Westbury, NY 11568 

RE: 	 Program Review Report 
OPE ID: 002782 
PRCN: 200730226 J34 

Dear Mr. Guiliano: 

On June 18 through June 25. 2007, the United States Department of Education (Department) 
conducted a review of New York Institute of Technology's (NYrT) administration of the programs 
authorized pursuant to Title IV of the Higher Education Act of 1965, as amended, 20 U.S.c. §§ 1070 
et~. (Title IV, HEA programs). The findings afthat review are presented in the enclosed report. 

Findings or noncompliance are referenced to the applicable slatu(ory and regulatory provisions and 
specify the action NYIT must take to comply with these provisions. Please review the repol1 and 
respond to each finding, indicating the corrective actions taken by NYIT. 

In addition 10 responding to the findings in the attached report, the Department needs to better 
understand the relationships/agreements that NYIT had with other entities for providing educational 
programs, therefore. please provide the tollowing infonllation and documentation: 

I. The original agreement~ between NYIT and Cardean Leaming Group (CLG) or UNext Inc, 
(Unext) regarding Ellis College or Ellis University, including all exhibits, enclosures, attachments, 
and addendums thereto. Please include any settlement agreements between NYIT and CLG or 
Unext, including any settlement agreements that either modified those original agreements or 
resolved issues related to them. 

2. All applications and documentation NYIT or Ellis College provided to state agencies and 
accrediting bodies concerning Ellis College and its operations, including the contractual relati.onship 
between NYIT and CLG. 

3. An organizational chart ofEUis College from its inception to the present. 

Federal Student Aid, School Partic.ipation Team - New York/Boston 

Financial Square, 32 Old Slip, 2S(h Floor, Nt>w York, NY 10005 


WWW, FederaIScudemAid.ed,gov 


FEDERAL STUDENT AID'i:i~~'START HERE, GO fURTHER, 
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New York ln5titute of Teehnolog,y 
(WE 10 002782 
PRCN Number 200730226134 
Page 2 of 3 

4. A list of all the faculty and administration employed by Ellis College from its inception to the 
present time. Plea....e indicate which of the faculty and administration were employed by NYU, the 
status of those employees (full time, part-time, contract) and which were employed by CLGlUnext. 
For the Ellis College faculty and administration that were employed by NYTT, please indicate 
whether these personnel were paid by NYIT or by CLGI Unext. 

The Department is also revleVv;ng the ongoing "tcach-{}ut" of the Ellis College students. Documents 
related to this issue are requested below. The Department will addre.ss separately from the program 
review any coocems or questions related to the ''teach-out'' Please provide the following 
information: 

I. Copies of the "teachout" agreement and any other documents or correspondence related to the 
'''teach-auf" beh....een NYIT and its accrediting agency or state licensing agency. 

2. Copies of letters sent to students, or notices that were pro"ided to students. concerning the "teach
out." 

3. A list of the Ellis College '-Icach-{}ut" students for whom NYIT is receiving or received Title IV 
funds since Ellis College closed and the present, and the amount ofTitle IV funds received by each 
of these students. 

4. A list ofthe payments NVn has made to other entities for the "teach-out," including the dates, 
amounts, and recipients of those payments. 

5. Copies of any rerx)rts NYIT has prepared for other entities, including Ellis University and 
CLOfUnext. concerning the status of the "teach-out." 

The institution's response must be sent directly to Naulochia Webb of this office \l\,ithin 30 calendar 
days of receipt of this letter. 

Protection of Personally Identifiable Infonnation (PH): 

PIT is any inlormation 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 ofPlI 
can result in substantial harm. embarrassment, and inconvenieoce to individuals and may lead to identity 
theft or other fraudulent use of the information. To protect PH, the findings in the attached report do 
not contain My student PlI. Instead. each finding references studenl<i only by a student number. "Ibe 
student numbers werc assigned in Appendix A. Student Sample. In addition, Appendices Band C 
also contain PIt The appendices were encrypted and sent separately to the institution via e-mail. 
Please sec the enclosure Protection of Personally Identifiable Information for instructions regarding 
~ubmission to the Department of required data I documents containing PH. 
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Record Retention: 

Program records relating to the period covered by the program review must be retained Wltil 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). 

Please refer to the above Program Review Control Number (PRCN) in all correspondence relating to 
this report. IfNYIT has any questions concerning this report, please contact Nautochia Webb at 
646-428-3758orNautochia.Webb@ed.gov. 

Sincerely, 

~m 
I Team Leader 

cc: Rosemary Ferrucci, Assoc. Dean of Financial Aid 

Enclosure: 

Protection of Personally Identifiable Infonnation 
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A. Institutional Information 

New York Institute of Technology 
P.O. Box 8000 
Old Westbury, NY 11568 

Type: Private, Nonprofit 

Highest Level ofOfJering: Master's/Doctorate Degree 

Accrediting Agency: Middle States- Higher Education 

Current Student Enrollment: 8082 (2006/2007) 

% of Students Receiving Title IV: 26% (200612007) 

Title IV Participation G5 Computer System: 

Federal PELL Grant (Pell) 

Federal Supplemental Educational Opportunity Grant (FSEOG) 

Federal Work Study (FWS) 

Federal Perkins Loan (Perkins) 

Federal Academic Competitiveness Grant (ACG) 

Federalational Science & Math Access to Retain Talent (SMART) 

Federal Family Educational Loan (FFEL) 

Federal TEACH Grant (TEACH) 


Default Rate fFELlDL: 

2006 2.4% 

2005 3.4% 

2004 3.9% 


Default Rate Perkins: 
2006 9.5% 
2005 12.9~/c. 
2004 J 5.71% 

200512006 200612007 
$5,439,259 $5,119,505 

$658,465 $636,489 
$1.019,482 $945,420 

$113,550 
$116,000 

$81,169,687 $80,342,822 
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B. Scope of Review 

The lJ .S. Department of Education (the Department) conducted a program review at New York Institute of 
Technology (NYIT) from June 18 to June 25,2007. The review was conducted by Nautochia Webb and 
Bruce Birnbaum. 

The focus of the review was to detemline NYlT's compliance with the statutes and federal regulations as 
they penain to the institution's administration of the programs authorized pursuant to Title IV of the Higher 
Education Act of 1965, as amended (HEA), 20 U.S.c. §§ 1070 et ~. The review consisted of, but was not 
limited to, an examination of NYITs policies and procedures regarding institutional and student eligibility, 
individual student financial aid and academic files, attendance records, student account ledgers, and fiscal 
records. 

The Department identified a sample of 30 student files for review from the 2005 and 2006 award years. 
The files were selected randomly from a statistical sample of the lotal population of students who received 
Title IV, HEA program funds for each award year. In addition, the Department selected l5 student files 
based on refunds that NYU paid late. Appendix A and B lists the names and partial social security numbers 
of the students whose files the Department examined during the progranl review. Appendix C lists the late 
refund me review NYlT completed during the on-site review, 

Disclaimer: 

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of statements in 
the report concerning NYTT's specific practices and procedures must not be construed as acceptance, 
approval, or endorsement of those specif1c practices and procedures. Furthennore. the absence of such 
statements does not relieve NYIT ofits obligation to comply with alJ of the statutory and regulatory 
provisions governing the Title IV, HEA programs. 

'This report reneets initial findings. TIlese tlndings are not final. The Department will issue its final 
findings in a subsequent Final Program Review Detennination letter. 

C. Findings 

During the review, the Department noted several areas ofnoncompliance. Findings of noncompliance are 
referenced to the applicable statutes and regulations and specify the actions to be taken by NYU to bring 
operations of the tinancial aid programs into compliance with these statutes and regulations. 
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Finding 1. incentil'e Compensation 

Citation: In order to participate in any Title IV, REA programs, an institution agrees that it will not 
provide any commission, bonus. or other incentive payment based directly or indirectly on the success in 
securing enrollments or financial aid to any individual or entity engaged in recruiting or admission 
activities, or in making decisions regarding the awarding of Title IV, HEA program funds. 20 U.S.C. § 
1094(a) (20); 34 C.f.R. § 668.14(b) (22)(i). The institution must also demonstrate that it is capable of 
adequately administering Title IV~ HEA programs by designating capable individuals ,"vith experience and 
documented success in managing the programs properly.34 C.F.R. § 668.16{b). 

Noncompliance: The institution infonned reviewers that Ellis College admissions personnel were hired by 
NYIT's contractor, Cardean Learning Group (Cardean) and/or its predecessor UNex,", and that Nyrr-s 
Provost supervises the activities of Cnrdean. Prior to the review, the Department received complaints from 
two Fonner admissions representatives who were employed by CardeanlUnext during 2003-2004. These 
individuals provided information and documentation about their compensation. attached as Attachment 1, 
which ,,,'as similar to infonnation subsequently found by NYTT's auditors in 2007. Specifically, after the 
review, NYIT submitted to the Department its A-133 audit j()r the year ended August 31,2007, attached as 
Attachment 2. Price Waterhouse Cooper conducted this audit and therein made a finding that Cardean paid 
incentive compensation to its admissions personnel in violation of20 U.S.C. § 1094(a) (20). Cardean based 
the incentive payments on the number of sludents a recruiter ofstudents enrolled. These payments were 
additional payments beyond the recruiters' base salaries. The auditors discussed their finding with Cardean 
officials Dan McGovern and Ralph Freye, and Mr. Freye provided (he auditors v.rith a document from 
Cardean's compensation plan (revised 6/1/07). This document showed, among other things, that a recruiter 
would receive a "production adjustment" 0($3,750 based on achieving 42 enrollments. Mr. Frey also stated 
to the auditors that Cardean revised its compensation plan starting in January 2008 to apparently make it 
comply with the provisions of20 U.S.C. § 1094(a) (20). 

Required Action: The requirements herein apply to all NYIT locations. including the former Ellis College. 
In response to this Program Review Report. NYIT is required to make substantial and comprehensive 
changes to the compensation system for its admissions personnel, i.e., any personnel involved in student 
recruiting. and its contractors' admissions persoru1el, i.e., any personnel involved in student recruiting. 
NYIT must also provide the spedfic documents and infonnation specified below: 

• 	 Policies and procedures from July I, 2003 to the present for notifying and training its, and its 
contractors', admissions personnel, induding recruiters, advisors, managers, and directors, of the 
statutory ban on any commission, bonus, or other incentive payment based directJy or indirectly 
upon success in securing enrollments to any person or entity engaged in any student recruiting or 
admission activities; 

• 	 Policies and procedures from luly 1,2003 to the present tor any employee of NYIT. including 
the former Ellis College, Cardean, or any other contractor of NYIT, to notify the Department 
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directly and confidentially of any plan or program that provides any commission, oonu.'l, or any 
other incentive payment based directly or indirectly upon success in securing enrollments or 
financial aid to any person or entity engaged in any student recruiting or admission activities; 
and 

• 	 Policies and procedures from July 1, 2003 to the presenr specifically providing tnat no retaliation 
shall be made against any such employee who provides the notification outlined above. 

Documents and Inforl1Ultion to Be Provided. 

1. 	 Copy of any and all contracts NYIT and Ellis College have or had with any other entity to recruit 

students from July I, 2003 to the present. All amendments and revisions must be provided. 

2. 	 Copies of any and all compensation plans of NYIT, Ellis College, Cardean, UNext, or any other 
contractor of NY IT, from July 1.2003 to the prese.nt, applicable to any persons engaged in any 
student recruiting or admissions activities on behalf of Ellis College or NYIT. 

3. 	 Copies of any and all documents, from July 1,2003 to the present, of NYIT, Ellis College, Cardean, 

UNext, or any other contractor of NYIT. relating to or describing the compensation plans applicable 
to persons engaged in any student recruiting or admission activities on behalf of Ellis Conege or 

NYlT. This includes documents supporting or distributed during presentations, policies and 

procedures applicable to the plans, and brochures. 

4. 	 Organizational chart of NYIT's recruitment office staff and its structure from July 1,2003 to the 

present. Organizational chart ofNYIT's contractors' recruitment office staff and its structure from 

July 1. 2003 to the present. 

5. 	 Compensation History Report. NYIT must conduct a review of its, and any of its contractor's, 
including Cardean' s, compensation records for all persons engaged in an)' student recruiting or 
admission activities on behalfof Ellis College or NYIT on or after July 1,2003 to the date of its 
response and prepare a compensation history report for ail such persons, including admissions 
coumlelors and managers. Such report must he in either Excel or Access format and be provided 
electronically, setting forth the following infonnation with respect to each such person: 

a. 	 Last Name 
b. 	 First Name 
c. 	 Last four digits of Social Security Number 
d. 	 Entity for which person worked 
e. 	 Date of hire and position for which hired 
f. 	 Beginning salary 
g. 	 Date of each salary adjustment 
h. 	 Amount of each salary adjustment 
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L 	 Date of each bonus 
j. 	 Amount of each bonus 
k. 	 Type of bonus 
I. 	 Person'Scurrent statlls (current, tenninated, leave of absence) 
m. 	 For lem1Jnated employees the date of termination 

6. 	 For each person engaged in any student recruiting or admission activity on behalf of Ellis College or 
NYIT on or after July I, 2003 LO the present, whether employed or retained by NYIT, Ellis College. 
Cardean or UNext, or any other contractor of NY IT. the individual compensation change foons Or 

other evaluation forms documenting how each salary change, adjustment, and/or bonus for was 
computed. Such documentation must be provided for each adjustment andlor bonus listed in the 
Compensation History Report requested in Item 5. 

7. 	 Any and all reports or other doclunents from July), 2003 to the present of NYIT, Ellis College, 
Cardean or UNcxt, or any other contractor of NYIT, that track in any way the job performance of 
each person engaged in a.ny student rccnIiting or admissions activity on behalf of Ellis ColIege or 
NYlT. 
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Finding 2. Late Return of Title IV Funds to Program 

Citation: For the period under review, 34 C.F.R. § 668.22(j) identifies the following criteria for the timel\' 
payment of returns due to the Title TV programs as folloV'.'S: 	 • 

(1) 	An institution mU1l1 return the amount of Title IV funds for which it is responsible under 34 C,F.R. § 
668,22(g) as soon as possible but no later than 30 days after the date of the institution's 
determination that the student withdrew, as defmed in 34 CF.R. § 668.22(j)(1 )(3). 

(2) 	An institution must detcnnine the \vithdrawal dare for a student who withdraws without providing 
notification to the institution no later than 30 days after the end of the earlier ofthe 

I. 	 Payment period or period of enrollment, as appropriate, in accordance with 34 C ,F.R. § 

668.22(e)(5); 


u. Academic year in which the student withdrew; or 
iii. Educational program from which the student withdrew. 

Noncompliance: Reviewers were informed that the accounting system for Ellis College was not user
friendly to the NYfT system prior to May 2007. Reported disbursement dates are therefore no! the actual 
dates of disbursement, us records are placed in a holding me. This prompted the reviewers' request for a 
tile review of students who withdrew and the refunds that Ellis College paid, or should have paid, as a res\llt 
(Appendix C), as well us additional student tiles (Appendix B). The file review of all Ellis College and 
NyrT students who withdrew revealed that NYIT did not timely pay many refunds due on behalf of Ellis 
students, 

For example, the refund for student #12 was due back to the lender by 12/2/05, but was not paid lmtil 
6/28/06. The refund for student II 13 was due back to the lender on 6/14/06, but was not paid until 12/21/06. 

Required Action: NYIT must review the file review it previously submitted to the Dep..'lrtment for the 
2005/2006 and 2006/2007 award years to verify its accuracy. and to update it, as necessary. Because this 
finding was also cited in the OMB Circular A-133 compliance audit for the fiscaJ year ended August 31, 
2007, NYIT must also complete a file review ufthe 200720/08 award year to insure that its procedures and 
current accounting system have resolved any issues that have or would cause NYIT to paid refunds 
untimely. In addition to the fields already reported (refund amount due, refund due date, and date refund 
paid), the file review must include columns to report the date of withdrawal, date of detemlination, and 
number of days the refund was paid late. NYIT must also submit a letter of credit (LOC), as a result of this 
finding, the amount of which must be based on the amount oflate refunds identified in the 200712008 award 
year. See 34 C.F.R. § 668.173(d). 

NYlT mUSI calculate int.erest and special allowance (lSA), or interest liability, for aBlate refunds in the 
2005/2006,2006/2007, and 2007/2008 award years. Detailed instructions for payment of interest to the Pel! 
Grant, FrEL, FSEOG and Perkins loan programs can be found helm\'. As a reminder, the refund due date 
for withdrawals on or after July I, 2006 is equ.al to the determination date + 45 days. This date applies to 
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the 2006/2007 and 2007i2008 file review. Please use the formulas below to determine the amount of 
liabil ities that is due. 

Date Refund Paid - Date Refund Due"" Nwnber of Days Late 
Late Refund Amount x Number of Days Late x Interest Rate == Interest Liability 

The Current Value Funds Rate is used to calculate interest on late refunds to the Pel/. Campus-Based, ACG 
SMART. and TEACH programs. The rate is for the period the refund was due. 

Period Rate 
Jil/06 6/30/06 2% 
7/1/06 - 12/31/07 4% 
111/08 - 6/30108 5% 
711108 - 12131;08 3% 
111109 - 12/J 1/09 3%. 

Loan interest rates apply to the FFEL program. The rate is for the period the refund was due. 

Period Rate 
2005-2006 6.25% 
2006-2007 7.14% 
2007-2008 6.88% 
2008-2009 6.8% (unsub) 6.()Q1o (sub) 

The above t ...\fO categories must be added to the school's original file review and totals must be included on 
the last row for all dollar amounts. 

Case 1:07-cv-09307-JFK   Document 31    Filed 12/20/12   Page 30 of 39



New York Institute of Technology 
OPE ID 002782 
PRCN 200730226134 
Page 9 

Finding 3. Verificafion Not Do(umenied 

CiCation: An institution shall require each applicant whose application is selected for verification on the 
basis of edits specitled by the Secretary, to verify all of the applicable items specified in 34 C.F.R § 668.56, 
except that no institution is required to verify the applications of more tha.n 30 percent of its total number of 
applicants for assist,mce under the Federal Pell Grant, Federal Direct Loan, Campus Based, and Federal 
Sta.lTord Loan programs in an award year. 34 C.F.R. § 668.54(a)(2)(i) Speci1ic documents required for 
completion of verification are identified at 34 C.F.R § 668.57. 

Non4:'ompliance: NYIT failed to provide the verification documentation of student #6, a student seleCled 
for verification. The verification \'wrksheet of student #9 was also not in the student's file. but wa.<; provided 
by NYIT personnel during the review. 

Required Action: In response to this finding, NYIT must provide copies of documents used to verify 
student #6'5 application infonnation. The institution also must insure that all verification documentation is 
maintained and readily available 'with all other student application data. 

Finding 4. Loan Counseling Documents Missing 

Citation: An institution must insure that initial counseling is conducted with each borrow prior to its 
release of the first disbursement, unless the student borro\.ver has received a prior Federal loan. In the same 
manner, exit counseling must be conducted shonly before the student borrower ceases to be enrolled in at 
lea'lt a half-time program. lftbe student withdraws, the institution must provide counseling by mail or 
electronically within 30 days aller le.aming of withdrawaL The institution' s failure to provide entrance or 
exit loan counseling increases the possibiJity of a student defaulting on his or her loan. 
34 C.F.R. §§ 682.604 (f)-(g). 

Noncompliance: Documentation of entrance counseling was not evident in the files of students #4 and #9, 
students who withdrew. A note provided by the institution for st.udent #9 indicated that its systems failed to 
produce documentation of entrance counseling. and that NyrT was changing its procedures to insure that 
this issue was corrected. 

Required Action: The institution must provide the counseling documentation for students #4 and #9. As 
indicated in its note to the students file. the institution will now be required to print these forms for inclusion 
in the student files. NYIT must submit verification of this change of procedures in response to this tinding. 
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Finding 5. Fiscal R«ords Not Reconciled 

Citation: An institution is required (0 establish and maintain administrative and fiscal procedures and records 
to ensure proper and efficient administration of all Title IV funds h received, Any infom18tion relating to 
administrative capability and financial responsibility must be provided upon request by the Department in a 
timely maimer, 34 C.F,R, § 668, 14(b)(4); 34 CF.R. § 668.16(0, 

Noncompliance: NYIT was unable to provide an explanation for the differences bet...."'een the Departmenl's 
2005/2006 disbursement reports and the institutional records, identified as "NYIT Department of Edu(~ation 
Grants." NYIT also did not provide a reconciliation of the PelL FSEOG, and F\VS disbursements during 
the week of the review. 

Required Action: Reviewers verified final disbursements to the 200512006. as vy'ell as the 2006/2007 
a\vard years, as ofJune 2009. A review of the 0-5 system showed that all disbursemenl<; match the award 
authorizations. and a zero balance remains. NYIT must compare this final reconciliation with its own 
records. and submit with its response a tlnal reJ)()rt to ensure that NYlrs records are identical to the 
Department's reports. 
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UNITED STATES DEPARTMENT OF EDUCATION 

OFFICE OF INSPECTOR GENERAL 


INVESTIGATION SERVICES 


June 22, 20 10 

Rosemary Ferrucci 
Associate Dean ofFinancial Aid 
New York Institute ofTechnology 
Northern Boulevard, 
P.O. Box 8000 
Old Westbury, NY 11568-8000 

Dear Ms. Ferrucci: 

This office is in the process ofconducting an inquiry into the recruiting practices and federal financial 
aid received by the New York Institute ofTechnology (NYIT) on behalf ofEllis College. This office 
requests that the following records and documents be provided by NYIT and/or Ellis College: 

• A list ofall students who received federal student aid from the U.S. Department ofEducation, 
through NYIT, to attend UnextiCardeaniElIis College from January 1, 2003 through December 
31, 2007. The list should include the students' name, Social Security Number, and Date of 
Birth. In addition, the list should include the type of federal student aid received by the student; 
the amount offederal student aid received by the student; and the academic year in which the 
federal student aid was received. Ifpossible, please provide the infomlation in an electronic 
format. 

• The total amount offederal student aid provided by the U.S. Department ofEducation to 
NYIT for students attending UnextiCardeanlEllis College from January 1, 2003 through 
December 31, 2007. Federal student aid includes all federal grants, federal loans, and federal 
campus based aid provided by the U.S. Department ofEducation. 

The authority for review ofthe requested records is found in the Inspector General Act of 1978, as 
amended, 5 U.S.c. app. 3, and in Federal regulations at 34 C.F.R. § 668.24(f) governing required 
access to records and cooperation with the Office of Inspector General. 

Disclosure to this office is specifically exempt from the studentlparental consent provision of 
Family Education Rights and Privacy Act (FERPA) as the disclosure is in connection with a 
student's application for, or receipt of, financial aid, 20 U,S,C. § 1232g(b)(1)(D); 34 C.F,R. § 
99.3 1 (a)(4). Records disclosed wi1l be handled in accordance with the requirements in 34 C.F.R. 
§§ 99.31 (a)(3) & (4), 99.33(a)(2) & (b)(1), and 99.35. We may re-disclose the education records 
or personally identifiable infomlation from those records to the United States Department of 
Justice and its component organizations [and the United States Postal Inspection Service]. Any 
disclosure to the Department of Justice [and the Postal Inspection Service] will be made only in 
the connection with enforcing the terms and conditions of financial aid that has been received. 

Please forward the requested materials to Special Agent Jeremy Hunt at the U.S. Department of 
Education, Office ofInspector General, 32 Old Slip, 26th floor, New York, New York 10005. 

32 OLD SLlP,26th FLOOR, NEW YORK, NEW YORK 10005 

TELEPHONE 646-428-3861 FACSIMILE 646-428-3869 

Our mission is to ensure access to education and to promote educational excellence throughout the Nation 
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If you have any questions, please do not hesitate to contact Special Agent Hunt at (646) 428-3876. 
Your cooperation in this matter is greatly appreciated. 

Sincerely, 

~n~ 
Assistant Special Agent in Charge 

CC: 
Doreen Meyer, NYIT 
Stephen Kloepfer, NYIT 
Jeremy Hunt, ED/OIG 
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From: Curry, Christopher [mailto:Christopher.Curry@ed.gov] 
Sent: Thursday, May 26,20114:47 PM 
To: Rosemary Ferrucci 
Cc: Harriet Arnone 
Subject: RE: Quick question 
Importance: High 

Ms. Ferrucci, 

Based on Harriet Arnone's email.this issue (from the Title IV perspective) is about a contractual 
agreement, not a teach-out. As such, this arrangement needs to meet the requirements of 34 C.F.R. 
668.5. Under 668.5(c), students would only be eligible for Title IV funds if they receive no more than 
25% of their program from Ellis University, or more 25% but not more than 50% of their program at Ellis 
University - and Middle States specifically determined that your arrangement with Ellis University meets 
that agency's standards for contracting out educational services. Toward that end, please provide the 
following information: 

-A copy of the contractual agreement(s) with Ellis University; -confirmation from Middle States that your 
arrangement with Ellis University meets their standards, or specific confirmation from Middle States 
that the previous teach-out approval equates to an approval of the contractual arrangement (presuming 
students received more than 25% of their programs with EllisL and -confirmation whether any of your 
students who received instruction from Ellis University under the contractual agreement had completed 
less than 50% of their program at NYIT before beginning with Ellis University, and received Title IV funds 
for the period of time enrolled at Ellis University. 

Furthermore, we have just received information that the Higher Learning Commission of the North 
Central Association of Colleges and Schools (HLC) announced that it will discontinue Ellis's regional 
accreditation at the end of August. The May 23, 2011 letter from HLC goes on to discuss that " ...the 
Board took this action with the understanding that the delay in the withdrawal date to August 31, 2011 
was taken solely to allow current University students with no more than 13 credit hours still in their 
academic program to take those credits during the 2011 Summer term at the University and to graduate 
while the University remains regionally accredited," As such, and since this letter appears to address a 
process that has been ongoing with HLC for some period of time, NYIT must also submit documentation 
from the Higher Learning Commission ofthe North Central Association of Colleges and Schools whether 
the contractual arrangement under which NYIT students were receiving instruction from Ellis University 

was sanctioned by that entity. 

Thank you for your attention to this matter. 

Christopher Curry 
Team Leader -New York Office 
US Department of Education 
32 Old Slip, 25th Floor 
NY, NY 10005 
phone-646-428-3738 
fax- 646-428-3742 
Christopher.Curry@ed.gov<mailto:Christopher,Curry@ed.gov> 
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UNITED STATES DEPARTMENT OF EDUCATION 

OFFICE OF INSPECTOR GENERAL 


INVESTIGATION SERVICES 


July 29, 2009 

Rosemary F enucci 
Associate Dean of Financial Aid 
New York Institute ofTechnology 
Northern Boulevard, 
P.O. Box 8000 
Old Westbury, NY 11568-8000 

Dear Ms. Ferrucci: 

This office is in the process of conducting an inquiry into the recruiting practices and federal financial 
aid received by the New York Institute ofTechnology (NYU) on behalf of Ellis College. This office 
requests that the following records and documents be provided by NYlT and/or Ellis College: 

• 	 Copy ofany and all contracts between NYlT, Ellis College, Cardean Learning Group, and 
UNext, as well as contracts with any other external entity used to recruit students from July I, 
2003 to the present. 

• 	 Organizational chart ofNYlT and Ellis College's recruitment staff, including external 

contractors, from July I, 2003 to the present. 


• 	 List of all recruiters employed by NYIT, Ellis College, or any external contractor who 
recruited students for Ellis College from July I, 2003 to the present. Please include recruiters' 
names, titles/positions, employer, employment dates, addresses, telephone numbers, social 
security numbers, and dates of birth. 

• 	 Copy of any and aU documentation regarding Ellis College's recruiters or externally contracted 
recruiters' salaries, bonuses, and any other form ofcompensation from July I, 2003 to the 
present. 

• 	 List of all students recruited by Ellis College's recruiters or externally contracted recruiters that 
received federal student aid from July 1,2003 to the present. Ifpossible, please provide a 
breakdown of amounts of federal financial aid obtained by these students .. 

• 	 Copy of any and all documentation regarding the results ofany internal inquiry and/or 
investigation conducted by NYlT, Ellis College, or any other externally contracted entity of 
the recruiter compensation issue. 

• 	 Copy of any and all internal correspondence and/or documentation by NYlT, Ellis College, or 
any other externally contracted entity from July 1, 2003 to the present pertaining to the 
recruiter compensation issue. 

32 OLD SLIP, 26th FLOOR, NEW YORK, NEW YORK 10005 

TELEPHONE 646-428-3861 FACSIMILE 646-428-3869 

Our mission is to ensure access to education and to promote educational excellence throughout the Nation 
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The authority for review ofthe requested records is found in the Inspector General Act of 1978, as 
amended, 5 U.S.c. app. 3, and in Federal regulations at 34 C.F.R. § 668.24(f) governing required 
access to records and cooperation with the Office of Inspector General. 

Disclosure to this office is specifically exempt from the student/parental consent provision of 
Family Education Rights and Privacy Act (FERP A) as the disclosure is in connection with a 
student's application for, or receipt of, financial aid. 20 U.S.c. § 1232g(b)(l)(D); 34 C.F.R. § 
99.31 (a)( 4). Records disclosed will be handled in accordance with the requirements in 34 C.F .R. 
§§ 99.31 (a)(3) & (4), 99.33(a)(2) & (b)(1), and 99.35. We may re-disclose the education records 
or personally identifiable information from those records to the United States Department of 
Justice and its component organizations [and the United States Postal Inspection Service]. Any 
disclosure to the Department of Justice [and the Postal Inspection Service] will be made only in 
the connection with enforcing the terms and conditions of financial aid that has been received. 

Please forward the requested materials to Special Agent Jeremy Hunt at the U.S. Department of 
Education, Office ofInspector General, 32 Old Slip, 26th floor, New York, New York 10005. 

If you have any questions, please do not hesitate to contact Special Agent Hunt at (646) 428-3876. 
Your cooperation in this matter is greatly appreciated. 

Sincerely, 

c2J~ (r'Q~ 
Debbi Mayer 
Assistant Special Agent in Charge 

CC: 
Doreen Meyer, NYIT 
Stephen Kloepfer, NYIT 
Jeremy Hunt, ED/OIG 
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UNITED STATES DEPARTMENT OF EDUCATION 


OFFICE OF INSPECTOR GENERAL 


INVESTIGATION SERVICES 


February 8, 2011 

Rosemary Ferrucci 

Associate Dean ofFinancial Aid 

New York Institute ofTechnology 

Northern Boulevard, 

P.O. Box 8000 

Old Westbury, NY 11568-8000 


Dear Ms. Ferrucci: . 

This office is in the process ofconducting an inquiry into the recruiting practices and federal fmancial 
aid received by the New York Institute ofTechnology (NYIT) on behalfofEllis College. This office 

. requests that the following records and documents be provided by NYIT and/or Ellis College: 

• 	 By letter dated June 22,2010, this office requested a "list ofall students who received federal 
student aid from the U.S. Department ofEducation, through NYIT, to attend 
UnextiCardeanlEllis College from January 1, 2003, through December 31,2007," and the 
"total amount of federal student aid provided by the U.S. Department ofEducation" for the 
same students. We received your response, and would ask that you clarifY the status ofthe 
students included in your response, so that we may understand the information you provided. 
In particular, please clarifY whether the list you provided us consisted of: (a) students receiving 
federal student aid who only took classes through UnextiCardeanlEllis College (i.e., students 
who did not take any classes on an NYIT campus); (b) students receiving federal student aid 
who primarily took classes through UnextiCardeanlEllis College (i.e., students who took more 
classes through UnextiCardeanlEllis College than on an NYIT campus); or ( c) every student 
receiving federal financial aid who took some classes through UnextiCardeanlEllis College. 

• 	 Provide a list of all students who received federal student aid from the U.S. Department of 
Education, through NYIT, to attend UnextiCardeanlEUis ColJege!EJlis University from 
January 1,2008 through the present. The list should include the students' name, Social Security 
Number, and Date of Birth. In addition, the list should include the type of federal student aid 
received by the student; the amount of federal student aid received by the student; and the 
academic year in which the federal student aid was received. Ifpossible, please provide the 
information in an electronic format. In addition, please provide the total amount offederal 
student aid provided by the U.S. Department ofEducation to NYIT for students attending 
UnextiCardeanlEllis College/Ellis University from January 1,2008 through the present. . 
Federal student aid includes all federal grants, federal loans, and federal campus - based aid 
provided by the U.S. Department ofEducation. In providing this information, please indicate 
the status ofthe students included in your response (e.g., a student who only took classes 
through UnextiCardeanlEllis CollegelEllis University, versus a student who primarily took 
classes through UnextiCardeanlEllis CollegefEllis University, versus a student who took some 
classes at UnextiCardeanlEllis CollegelEllis University). 

32 OLD SLIP, 26th FLOOR, NEW YORK, NEW YORK 10005 

TELEPHONE 646-428-3861 FACSIMILE 646-428-3869 

The Department of Education's mission is to promote student achievement and preparation for global competitiveness by fostering educational 
. excellence and ensuring eQual access. 
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The authority for review of the requested records is found in the Inspector General Act of 1978, as 
amended,5 U.s.c. app. 3, and in Federal regulations at 34 C.F.R. § 668.24(f) governing required 
access to records and cooperation with the Office ofInspector GeneraL 

Disclosure tothis office is specifically exempt from the student/parental consent provision of 
Family Education Rights and Privacy Act (FERPA) as the disclosure is in connection 'with a 
student'sapplication for, or receipt of. financial aid. 20 U.S.c. § 1232g(b)(l)(D); 34 C.F.R. § 
99.3 I (a)(4). Records disclosed wi11be handled in accordance with the requirements in 34 C.F.R. 
§§ 99.31(a)(3) & (4), 99.33(a)(2) & (b)(l), and 99.35. We may re-disclose the education records 
or personally identifiable information from those records to the United States Department of 
Justice and its component organizations [and the United States Postal Inspection Service]. Any 
disclosure to the Department of Justice [and the Postal Inspection Service] will be made only in 
the connection with enforcing the terms and conditions of financial aid that has been received. 

Please forward the requested materials to Special Agent Jeremy Hunt at the U.S. Department of 
Education, Office ofInspector General. 32 Old Slip, 26th floor, New York, New York 10005. 

If you have any questions. please do not hesitate to contact Special Agent Hunt at (646) 428-3876. 
Your cooperation in this matter is greatly appreciated. 

Sincerely, 

~. O· \tw:l\ ~ 
\)~'t\/ 

Debbi Mayer 
Assistant Special Agent in Charge 

cc: 
Doreen Meyer; NYIT 
Stephen Kloepfer, NYIT 
Jeremy Hunt, ED/OIG 
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