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EXECUTIVE SUMMARY

Gretna Career College (GCC), located in Gretna, Louisiana, did not qualify as an eligible
institution for participation in the Student Financial Assistance programs authorized by Title IV
of the Higher Education Act of 1965, as amended (HEA). GCC was ineligible to participate in
the Title IV programs from July 1, 2000, through June 30, 2001, because it received more than
90 percent of its revenue from Title IV sources during its fiscal year that ended June 30, 2000.
GCC received $1,381,790 in Title IV funds during the year it was an ineligible institution.

GCC also understated the amount of Title IV aid it was required to return by $9,978 for 9 of 35
sample students who withdrew during the period from July 1, 2000, through December 31, 2001.
GCC was required by its State licensing agency to take attendance. As a result, GCC had to use
the last dates of attendance (LDA) in calculating the amount of Title IV funds to return for
students who withdrew. The amount of Title IV funds returned was understated because GCC
used incorrect LDA in its calculations.

We recommend that the Chief Operating Officer for Federal Student Aid require GCC to:

1. Return to the Department $1,383,470 in Title IV funds ($1,381,790 received from July 1,
2000, through June 30, 2001, for its failure to meet the 90 Percent Rule during the year
ended June 30, 2000, and $1,6801 for its failure to return to the Department the correct
amount of Title IV funds for students who withdrew).

2. Identify all students not included in our audit for whom incorrect LDAs were used by
comparing sign-in sheets with the students’ individual attendance records; determine if
additional Title IV funds need to be returned by using the correct LDAs; return any
additional Title IV funds identified; and have GCC’s Independent Public Accountant verify
the school's determinations for accuracy.

3. Strengthen its controls relating to the 90 Percent Rule calculation and documenting
attendance for use in calculating the amount of Title IV funds to return.

GCC provided narrative comments and attachments containing documentation in response to our
draft report issued in August 2002. GCC agreed that it had made some errors in the 90 Percent
Rule calculation, but it disagreed that those errors caused it to not meet the 90 Percent Rule.
GCC’s comments did not persuade us to change our overall conclusion and recommendations
regarding the 90 Percent Rule. GCC agreed to strengthen its controls for documenting
attendance and discussed the steps it had taken. GCC also agreed that it had used an incorrect
LDA to calculate the Title IV return amount for three of our sample students who withdrew.
However, GCC disagreed that it had used an incorrect LDA in its calculations for 12 of our

" These are unduplicated questioned dollars. GCC failed to return $9,978 in Title IV funds for students who
withdrew, of which $1,680 were disbursed after the ineligible year that ended June 30, 2001. The remaining $8,298
(39,978 less $1,680) were disbursed during the ineligible year and are included in our finding on the 90 Percent
Rule.
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sample students. Based on our analysis of GCC’s comments and documentation provided, we
eliminated six sample students from our finding. GCC’s comments and documentation did not
persuade us to change our conclusion that GCC used incorrect LDA in its calculations for the
remaining six students. We changed our finding to conclude that GCC understated the amount
of Title IV funds that it was required to return by $9,978 for 9 of 35 sample students who
withdrew.

GCC’s narrative comments are included in their entirety in Appendix B. We summarized GCC’s
comments and provided our response following each finding. The attachments have been
provided to the Department of Education Action Official.
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AUDIT RESULTS

GCC did not comply with the 90 Percent Rule and understated the amount of Title IV funds it
was required to return for students who withdrew. Except for the issues described in our
findings, we concluded that GCC met other program, institutional, and student eligibility
requirements reviewed, including requirements for eligibility of short-term training programs,
Title IV disbursements, use of professional judgment, and financial responsibility.

FINDING NUMBER 1
GCC DID NOT COMPLY WITH THE 90 PERCENT RULE

GCC was ineligible to participate in the Title IV, Student Financial Assistance programs from
July 1, 2000, through June 30, 2001, because it received over 90 percent of its revenue from
Title IV sources during its fiscal year that ended June 30, 2000. GCC received $1,381,790 of
Title IV funds during the ineligible year. GCC reported in the notes to its June 30, 2000, audited
financial statements that it met the 90 Percent Rule with 84 percent of its revenue from Title [V
sources. We determined that the school could not support all of the amounts included in its 90
Percent Rule calculation. The calculation also included non-Title IV cash revenue from
ineligible sources. Based on our analysis, GCC received 91.07 percent of its cash revenue from
Title IV sources for that year.

Proprietary Schools Are Required to Generate at Least 10 Percent of Their Revenue from
Non-Title IV Sources

Section 102(b) of the HEA specifies that a proprietary institution of higher education is “a school
that . . . has at least 10 percent of the school’s revenues from sources that are not derived from
funds provided under title IV, as determined in accordance with regulations prescribed by the
Secretary." Conversely, no more than 90 percent of total revenue may be derived from Title IV
programs. This institutional eligibility requirement became effective October 1, 1998, and is
codified in 34 CFR § 600.5(a)(8). Pursuant to 34 CFR § 600.5(d)(2), “[a]n institution must use
the cash basis of accounting when calculating the amount of title IV, HEA program funds in the
numerator and the total amount of revenue generated by the institution in the denominator of the
fraction contained in paragraph [34 C.F.R. § 600.5] (d)(1)....”
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The formula at 34 CFR § 600.5(d)(1) is as follows:

Title IV, HEA program funds the institution used to satisfy its students' tuition,
fees, and other institutional charges to students

The sum of revenues including title IV, HEA program funds generated by the
institution from tuition, fees, and other institutional charges for students enrolled
in eligible programs as defined in 34 CFR 668.8; and activities conducted by the

institution, to the extent not included in tuition, fees, and other institutional
charges, that are necessary for the education or training of its students who are
enrolled in those eligible programs.

GCC Could Not Support Its 90 Percent Rule Calculation

GCC’s audited financial statements for its fiscal year ended June 30, 2000, showed that the
school met the 90 Percent Rule with 84 percent of its revenue from Title IV sources. GCC
provided us with the amounts it used in the calculation (see Table). We found that GCC did not
have records to support all of the amounts used in the calculation or had included ineligible
amounts. After excluding the revenues that GCC could not support and the ineligible amounts
as explained in the APPENDIX to this report, we determined that 91.07 percent of GCC’s
revenue was from Title IV sources.
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TABLE

90 Percent Rule Calculations for July 1, 1999, through June 30, 2000

Title IV Revenue
PELL
FSEOG
DIRECT LOANS
Total Title IV
Non-Title IV Revenue
Medical Center
JTPA
Rental Income
Student Payments
Pvt. Registration Fee
Gain on Sale of Assets
Federal Work Study
FSEOG-ACA
Day Care Center
Welding Income
Total Non-Title [V

Total Revenue

Title IV Percentage =
Total Title IV/Total Rev.

GCC Calculation

$511,977
35,142
620,344
$1,167,463

$48,061
12,076
2,059
46,628
16,179
29,394
11,463
3,292
38,176
7,551
$214,879

$1,382,342
84.46%

Excluded

$9,141

2,059

29,394
11,463
3,292
38,176
6,901
$100.,426

OIG Calculation

$511,977
35,142
620,344
$1,167,463

$38,920
12,076
-0-
46,628
16,179

$114,453

$1,281,916
91.07%

See APPENDIX for an explanation of the above excluded amounts.

For its fiscal year ended June 30, 2001, we determined that GCC met the 90 Percent Rule with
89.23 percent of its revenue from Title IV sources.

Title IV Funds Received by GCC from July 1, 2000, through June 30, 2001

Institutions that fail to satisfy the 90 Percent Rule lose their eligibility to participate in the Title
IV programs on the last day of the fiscal year covering the year that the institution failed to meet
the requirement. As a result, GCC lost its eligibility to participate as of June 30, 2000. During
its fiscal year July 1, 2000, through June 30, 2001, GCC received $1,381,790 in Title IV funds
($576,758 in Federal Pell Grants, $25,819 in Federal Supplemental Educational Opportunity

Grants [FSEOG], $9,181 in Federal Work-Study [FWS], and $770,033 in William D. Ford

Federal Direct Loans).
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RECOMMENDATIONS
We recommend that the Chief Operating Officer for Federal Student Aid require GCC to:

1.1 Return $1,381,790 in Federal Pell, FSEOG, FWS and Direct Loan funds to the Department
that it received from July 1, 2000, through June 30, 2001.

1.2 Strengthen its controls to ensure that future 90 Percent Rule calculations include only
eligible cash revenues and that the revenue amounts are supported by source documentation.

GCC’S COMMENTS TO THE DRAFT REPORT AND OIG’S RESPONSE

GCC agreed that it had mistakenly included certain non-Title IV revenue in the 90 Percent Rule
calculation, but it did not agree that all of the non-Title IV revenue from the medical center and
day care center should be excluded from the calculation. GCC stated that it met the 90 Percent
Rule when revenues from these two sources were included. GCC’s comments and
documentation did not persuade us to change our conclusions.

Medical Center

GCC Comments. GCC contends that it should be allowed to include the $4,141 of cash received
from patients in its 90 Percent Rule calculation. GCC provided a copy of a fire incident report
and said that receipts for the $4,141 were lost as a result of a May 2001 fire in an apartment
above the medical center. GCC stated that: “There is no basis in law . . . that unless GCC can
provide copies of cash receipt slips, the medical center cash receipts cannot be included . . . .”
The school provided signed statements from the medical center student supervisor and the
school owner attesting that patient cash payments were received, a copy of the ledger account in
which $4,141 of receipts had been recorded, and examples of two deposit slips with hand-
written notes identifying the medical center portion of the deposits (the slips identified $382 and
$106 of deposits applicable to the medical center). GCC also said it could provide copies of its
bank statements and “Tax Form” to support the receipts and that its independent auditor had
reviewed the deposits and ledger and had included the revenue in the school’s audited financial
statements.

OIG Response. While we do not disagree that a fire occurred or that GCC received some cash
payments from patients, we are unable to determine if the $4,141 amount is accurate because the
documents provided by GCC do not support the source of the revenue. Further, the revenue
amount is unusually high compared to patient cash payments recorded by GCC in the following
year. The medical center opened in March 2000. Through June 2000, GCC recorded $4,141 of
total cash payments by patients, including $3,513 in one month (June 2000). GCC recorded
$3,411 of patient cash payments during all of the following year (July 2000 through June 2001).
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Day Care Center

GCC Comments. GCC contends that the $38,176 of day care center revenue should be included
in its 90 Percent Rule calculation. The school’s response noted that receipts showing the source
of the revenue were damaged in a June 2001 flood and had been discarded. GCC stated it had
“. .. substantial ‘other documentation’ to support the source of the revenue . ...” GCC
provided signed affidavits from the former director of the day care center and the school owner
attesting that revenue was collected from parents and deposited into the school’s bank account,
and a copy of the ledger in which day care revenue had been recorded. GCC also stated that the
revenue was included in its audited financial statements.

GCC stated: “There is no basis for the OIG’s claim that the daycare center income was not
necessary to GCC student training.” GCC stated that its inclusion of this income was reasonable
and should not be disallowed under a frequency of use threshold. Further, GCC disagreed that
the day care center was used for student training only one day every three weeks. GCC said it
generally operated several sections of the same course and that . . . at least once a week some
GCC students were working at the day care center . . ..” According to GCC, it was required to
operate the center every day in order for the students to have access to the day care participants.
GCC said that no one paid for day care on a daily basis, that all tuition was charged on a weekly
basis. GCC also stated that students being trained at the day care center were at all times
supervised by GCC instructors.

OIG Response. The documentation provided by GCC did not support the source of the $38,176
of revenue. While we do not disagree that the day care center generated revenue, we could not
determine if the $38,176 of claimed revenue was accurate without supporting receipts. GCC’s
comments regarding use of the day care center to train students also did not convince us that,
had GCC been able to support the revenue, all of the revenue should be included in the 90
Percent Rule calculation.

We did not intend to imply that the training GCC provided to students during the limited time
they were at the day care center was not necessary, and we did not question whether GCC
instructors supervised the students. The report did, however, address the fact that most of the
center’s revenues would have been generated when no students were present. Activities in
which no students are involved are not necessary for the education or training of students. The
revenues from such activities should not be included in the 90 Percent Rule calculation. We
have changed Appendix A to more accurately reflect this thought.

The school’s owner and the day care center director told us during our audit at the school that
the day care center was used by students one day every three weeks. GCC now states that the
center was used one day every week. GCC did not provide documentation for either amount. In
any event, most of the revenue (either 14/15™ or 4/5™) would have been generated when there
were no students being trained at the center. We have changed our discussion regarding GCC’s
use of the day care center to reflect the school’s current statement that students received training
at the center one day every week.
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FINDING NUMBER 2

GCC NEEDS TO RETURN ADDITIONAL TITLE IV FUNDS FOR
STUDENTS WHO WITHDREW

GCC understated the amount of Title IV funds that it was required to return by $9,978 for 9 of
35 sample students who withdrew during the period July 1, 2000, through December 31, 2001.
GCC complied with its State licensing agency requirement that it take attendance by requiring
students to sign in each day they attended. These sign-in sheets did not support the LDA that
GCC used to calculate the amount of Title IV aid to return for the nine students. We determined
that the LDA documented on the sign-in sheets were from 7 to 109 days before the LDA that
GCC had used. By using incorrect LDA, GCC was able to retain an additional $9,978 of Title
IV funds.

State Licensing Agency Requires GCC to Take Attendance

The Louisiana Board of Regents, the State licensing agency, required GCC to maintain student
attendance records. Pursuant to 34 CFR § 668.22, schools that are required to take attendance
must use the LDA in calculating Title IV return amounts.

(a) General. (1) When a recipient of title IV grant or loan assistance withdraws
from an institution during a payment period or period of enrollment in which
the recipient began attendance, the institution must determine the amount of
title IV grant or loan assistance . . . that the student earned as of the student's
withdrawal date in accordance with paragraph (e) of this section.

(2) If the total amount of title IV grant or loan assistance, or both, that the
student earned as calculated under paragraph (e)(1) of this section is less than
the amount of title IV grant or loan assistance that was disbursed to the student
or on behalf of the student in the case of a PLUS loan, as of the date of the
institution’s determination that the student withdrew —

(1) The difference between these amounts must be returned to the title [V
programs . . . .

(b) Withdrawal date for a student who withdraws from an institution that is
required to take attendance. (1) For purposes of this section, for a student who
ceases attendance at an institution that is required to take attendance, including
a student who does not return from an approved leave of absence, as defined in
paragraph (d) of this section, or a student who takes a leave of absence that
does not meet the requirements of paragraph (d) of this section, the student's
withdrawal date is the last date of academic attendance as determined by the
institution from its attendance records. [emphasis added]

(2) An institution must document a student's withdrawal date determined in
accordance with paragraph (b)(1) of this section and maintain the




ED-OIG/A06-C0018 Page 9

documentation as of the date of the institution's determination that the student
withdrew . . . .

(3)(1) An institution is “required to take attendance” if the institution is
required to take attendance for some or all of its students by an entity outside
of the institution (such as the institution’s accrediting agency or state agency).

GCC Used Incorrect LDA to Calculate Title IV Return Amounts

GCC’s procedure for complying with the requirement that it take attendance was to have
students sign in during the first class of each scheduled class day. On a weekly basis, a GCC
official transferred the sign-in data to students’ individual attendance records. For students who
withdrew, GCC’s procedure was to use the LDA recorded in the students’ individual attendance
records in calculating the Title IV funds that had to be returned.

Based on our comparison of the sign-in sheets and individual attendance records, we determined
that the sign-in sheets did not support the LDA recorded in the individual attendance records for
9 of 35 sampled students who withdrew. The documented LDA on the sign-in sheets for the nine
students ranged from 7 to 109 days before the dates shown on the individual attendance records.
GCC returned $5,790 of Title IV funds for the nine students. We used the LDA supported by the
sign-in sheets and determined that GCC needs to return an additional $9,978 of Title IV funds
for the nine students.

GCC acknowledged that its attendance record keeping procedure could be improved. A GCC
official stated that sometimes students would forget to sign in. She explained that if she saw the
student at school, she would record attendance in the student’s individual attendance record even
though the sign-in sheet may not show that the student attended that day.

RECOMMENDATIONS
We recommend that the Chief Operating Officer for Federal Student Aid require GCC to:

2.1 Return to the Department $9,978 in Title IV funds for the nine students for whom
inaccurate LDAs were used in calculating the amounts of Title IV funds to return.”

2.2 Identify all students not included in our audit who withdrew; determine if incorrect LDAs
were used by comparing sign-in sheets with the students’ individual attendance records;
calculate the amount of Title IV funds that should have been returned using the correct
LDA; and return any additional Title IV funds identified.

2.3 Have an Independent Public Accountant verify the school’s determinations for accuracy.

2GCC disbursed $1,680 of the $9,978 after June 30, 2001 ($608 in Federal Pell Grants and $1,071 in Direct Loans).
The remaining $8,298 is duplicative because we already recommended it be returned in Finding Number 1.
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2.4 Strengthen its controls to ensure that students comply with GCC’s attendance policy and
that attendance data recorded by students on the sign-in sheets are accurately transferred to
students’ individual attendance records.

GCC’S COMMENTS TO THE DRAFT REPORT AND OIG’S RESPONSE

GCC described the actions it had taken to strengthen procedures for documenting attendance,
which included moving the student sign-in sheets to a front desk where students enter the school
and requiring instructors to also record attendance in their classrooms in either a roll book or a
second set of student sign-in sheets. GCC also agreed with our finding that it owed $711 for
three of our sample students who withdrew and said that it had returned the funds.

GCC did not agree that it needed to return Title IV funds disbursed for 12 of our sample students
who withdrew. Based on our analysis of GCC’s comments and documentation for the 12
students, we dropped our findings for six students. The comments and documentation did not
persuade us to change our conclusion that GCC understated the required Title IV return amounts
for the remaining six students. We have changed our report to state that GCC needs to return
$9,978 of Title IV funds for nine students (the three students for whom GCC agreed with our
finding and six students for whom GCC did not agree). GCC’s specific comments relating to
the six students for whom GCC did not agree and our responses follow.

GCC Comments. GCC said that the student sign-in sheets were not the only manner in which it
confirmed attendance. The school mentioned that it had encouraged instructors to take daily
attendance and “If a teacher’s roll book showed a later date of attendance, GCC used that date.”
GCC also stated: “. .. because the GCC facilities are compact, it is not unusual for the Registrar
to walk around the building and run into students that she knows have not been completing their
sign-in sheets. Therefore, the Registrar will record the student’s appearance herself, on the
attendance cards.”

For three of the six students, GCC provided copies of instructor roll books as support for the
LDA that it had used. For the remaining three students, GCC provided other documentation.
The documentation included copies of cancelled checks for two of the three students, which
were made payable to them and dated after the LDA recorded on their sign-in sheets. GCC said
it would not have released the checks if the students were not attending. For the third student,
GCC provided a copy of the final grade sheet for one phase of a course. The grade sheet
identified all of the students in the course, including our sample student. The only dates on the
grade sheet were the beginning and ending dates of the course. The course ending date was after
the student’s LDA recorded on the sign-in sheet.

OIG Response. Information contained in the roll books did not persuade us to change our
finding that GCC had understated the required return amounts for the three students. The roll
books for two of the three students were incomplete or contained conflicting information. For
example, one instructor’s roll book had no students marked as absent during a one-week period.
The sign-in sheets for this instructor showed our sample student and two other students to be
absent during all or a portion of that week. We concluded that the instructor had not recorded
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attendance in her roll book for the week. The roll book provided for one of the three students
supports the LDA we had used in our calculation.

The cancelled checks and grade sheets GCC provided for the three other students did not
persuade us to change our return of Title IV funds calculations that were based on the LDA on
the sign-in sheets. The State licensing agency required GCC to maintain student attendance
records, but these documents do not show attendance or a LDA.

GCC Comments. GCC noted that as a result of our audit it had returned $5,915 of Title IV
funds for our sample students who withdrew. GCC’s response indicated that it had returned
$711 for the three sample students for whom the school agreed with our findings and $5,204 for
three sample students for whom GCC did not agree with our findings. For the three sample
students for whom GCC did not agree, GCC explained that it had mistakenly returned the
amounts for two of the students and had returned the amount for the third student because of
other errors it had identified.

OIG Response. The $5,915 includes $5,389 of the $9,978 that we had determined should be
returned for the nine students. GCC needs to return an additional $4,589 ($9,978 less $5,389) of
Title IV funds.

BACKGROUND

GCC, formerly Nick Randazzo Vocational Training Institute, is a proprietary school located in
Gretna, Louisiana. GCC became licensed to operate in Louisiana in December 1991, and was
accredited by the Accrediting Commission of Career Schools and Colleges of Technology
beginning in June 1993. The Department provided GCC initial approval to participate in the
Title IV programs in September 1993. Due to a high Federal Family Education Loan Program
cohort default rate, the Department provisionally certified the school from September 27, 1999,
through September 30, 2002. The school offers certificates in Business Computer Technology,
Medical Assistant, Nurse Technician, and Medical Administrative Assistant.

During the period July 1, 2000, through December 31, 2001, GCC received approximately $2.2
million in Title IV funds (Federal Pell Grants, FSEOG, FWS and Direct Loans).

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of our audit was to determine whether GCC complied with the HEA and
regulations relating to the 90 percent rule, eligibility of short-term training programs, use of
professional judgment, student eligibility, Title IV disbursements, return of Title IV funds, and
financial responsibility.

To accomplish our objective, we obtained and reviewed background information about the
school and the school’s Title IV policies and procedures. We also reviewed the school’s
accounting records and audited financial statements and compliance audit reports for the years
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ended June 30, 2000, and June 30, 2001. We interviewed current and former GCC personnel,
State licensing agency officials, and the Independent Public Accountants who prepared the
school's audited financial statements and compliance audit reports for the years ended June 30,
2000, and June 30, 2001. We also reviewed the Independent Public Accountant’s working
papers for both the financial statement audit and the compliance audit for the year ended June 30,
2001.

We applied statistical sampling techniques to the universe of 461 students who received Title [V
aid from July 1, 2000, through December 31, 2001, by initially selecting for review a random
sample of 25 students. The 25 sample students included 13 students who withdrew. To evaluate
the return of Title IV funds, an additional 22 students who withdrew were randomly selected for
review. A total of 142 of the 461 students had withdrawn. In total, we reviewed GCC’s student
files and disbursement records for 47 randomly selected students, including 35 students who
withdrew.

We tested the reliability of computerized student records by comparing selected data with
student files and GCC’s bank statements. Based on our reviews of the data, we concluded the
records were reliable for the purposes of this audit. We also obtained data from the
Department’s National Student Loan Data System and the Grants Administration and Payment
System.

We performed our fieldwork from March 4 through 28, 2002, at the school’s campus in Gretna,
Louisiana. We conducted an exit conference with GCC on June 10, 2002. We performed
additional work at GCC on October 22, 2002, after receiving the school’s response to our draft
report. The purpose of the follow-up visit was to review instructor roll books, which GCC had
not provided during our initial fieldwork. Our audit was performed in accordance with generally
accepted government auditing standards appropriate to the scope of the review described above.

STATEMENT ON MANAGEMENT CONTROLS

As part of our review, we gained an understanding of the management control structure, as well
as the policies, procedures, and practices applicable to the scope of our audit. We gained an
understanding of GCC’s policies and procedures related to: (1) institutional and program
eligibility, (2) student eligibility, (3) Title IV disbursements, and (4) calculation of Title [V
funds to be returned. Because of inherent limitations, gaining an understanding of management
controls would not necessarily disclose material weaknesses. However, we identified
weaknesses in the school’s procedures relating to calculating the 90 Percent Rule and calculating
Title IV funds to return. These weaknesses are discussed in the AUDIT RESULTS section of
this report.



APPENDIX A

Explanation for Amounts Excluded from the 90 Percent Rule Calculation

Medical Center

The $9,141 reduction includes $4,141 identified as cash payments from patients,
which GCC was unable to support with cash receipts or other documents, and
$5,000 identified as cash received for start-up costs to establish the Medical
Center. GCC’s owner told us that all the cash payment records were lost as a
result of water damage from a fire in May 2001. GCC received the $5,000 from a
physician before the Medical Center opened. It was not revenue from tuition,
fees, other institutional charges, or activities necessary for the training of
students. [34 CFR § 600.5(d)(1)]

Rental Income

The $2,059 represents rent paid by students for an apartment owned by GCC.
GCC had not included the rent as an institutional cost. GCC also could not
provide cash receipts to support the source of the rent. [34 CFR § 600.5(d)(1)]

Gain on Sale
of Assets

GCC sold its apartment building and Day Care Center for a net gain of $29,394.
This gain was not revenue from tuition, fees, other institutional charges, or
activities necessary for the training of students. [34 CFR § 600.5(d)(1)]

Federal Work
Study

FWS funds may not be included in either the numerator or the denominator of the
calculation. [34 CFR § 600.5(e)(1)(1)]

FSEOG-ACA

FSEOG - Administrative Cost Allowance (ACA) is not income from tuition, fee,
other intuitional charges, or activities necessary to the training of students and
should not have been included in the calculation. [34 CFR § 600.5(d)(1)]

Day Care
Center

GCC provided documentation supporting that $38,176 was deposited into its
operating bank account, but it was unable to provide copies of cash receipts or
any other documentation to support the source of the revenue. GCC’s owner told
us that all of the day care center records had been destroyed in a 2001 flood
resulting from Hurricane Allison.

Even if supporting records had been available, most of the revenue was not
eligible to be included in the 90 Percent Rule calculation because it was not
generated when students were being trained in the day care center. [34 CFR §
600.5(e)(4)]. According to GCC’s owner, students used the day care center for
training purposes one day every week. The center operated five days a week.
Since students used the center only one day out of five, any revenue generated
during the other four days was not eligible to be included. Accordingly, had
GCC been able to support the $38,176, no more than 1/5th, or $7,635, of the total
amount could have been included in the calculation. This amount would not
provide enough revenue for GCC to meet the 90 Percent Rule.

Welding
Income

The $6,901 was cash realized from the sale of welding equipment and was not
revenue from tuition, fees, other institutional charges, or activities necessary for
the training of students. [34 CFR § 600.5(d)(1)]




