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Audit of Valencia Community College’s Gaining Early Awareness and
Readiness for Undergraduate Programs Matching Requirement

Executive Summary

We found that Valencia Community College (VCC) officials did not administer the matching
requirement for its Gaining Early Awareness and Readiness for Undergraduate Programs (GEAR
UP) projects in accordance with legislative, regulatory, and administrative requirements. VCC is
the fiscal agent for three GEAR UP partnership grants awarded in 1999, three continuation
awards in 2000, and four new GEAR UP partnership grants awarded in 2000 totaling
$3,023,019. The objectives of our audit were to determine whether the seven partnerships were
eligible entities; whether VCC maintained adequate documentation to support the required match
totaling $4,972,373; and whether the claimed matching costs were allowable, allocable, and
reasonable. We found that:

e The partnerships met the requirements for an eligible entity by providing documentation
of minimal participation by two community partners for each grant.

¢ VCC did not assure that it complied with the programs’ matching requirement in
accordance with legislative, regulatory, and administrative requirements. Contrary to
Federal regulations, six of the seven GEAR UP partnerships did not contribute
$1,600,749 of the required non-Federal cost-share (match). VCC fell short of required
match amounts because VCC only claimed sufficient match to meet the statutory
minimum 50 percent of total project costs instead of the higher proposed percentages as
required by GEAR UP regulations and contained in the applications.

e VCC claimed unallowable matching costs totaling $4,105,975 for all GEAR UP grants
because all costs were calculated using commercial rental rates instead of the actual
depreciation costs or use allowance as required by Federal cost principles.

e VCC included unallowable, unallocable, and unreasonable room usages on the
spreadsheets documenting the facilities match costs. The spreadsheets contained
numerous overstatements because duplicated costs were claimed, shared use rooms were
charged 100 percent to the grant, and claimed hours were in excess of actual hours used.
We have not calculated all instances of these errors and overstatements because we have
already questioned the costs based on the unallowable method of calculating facilities
costs.
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We recommend that the Assistant Secretary for Postsecondary Education require that VCC

officials:

1.1

1.2

2.1

2.2

3.1

refund $496,932, the amount of Federal expenditures required to be converted to match
in order to conform to the regulation requiring the partnership to comply with the
application match percentages for the six under-matched grant awards.

comply with the stated percentage in each of its GEAR UP applications each year.

refund $1,325,932 of Federal funds required to be converted to match in order to conform
to the regulation requiring the partnership to comply with the application match
percentages to cover the unallowable facilities and equipment match claim.

establish controls to ensure any future claims of partners’ facilities and equipment are
computed using depreciation or use allowances.

establish and implement policy and procedures to maintain proper record keeping for in-
kind, non-Federal match according to applicable Federal regulations, including assurance
that all claimed matching costs are allowable, allocable, and reasonable.

VCC provided narrative comments in response to our draft report. VCC’s narrative comments

are included in their entirety in Attachment 1. VCC did concur that it had claimed duplicated

and shared costs and with recommendation 3.1, but it did not concur with the remainder of our

findings or recommendations. We summarized VCC’s comments and provided our response

following each finding. Our analysis of the VCC’s comments did not persuade us to change our

overall conclusions or recommendations for any of the findings.
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Introduction

Gaining Early Awareness and Readiness for Undergraduate Programs (GEAR UP)

Congress authorized the Gaining Early Awareness and Readiness for Undergraduate Programs as
part of the Higher Education Amendments of 1998 (Public Law 105-244). The GEAR UP
initiative is designed to accelerate the academic achievement of cohorts of disadvantaged middle
and secondary school students. GEAR UP gives disadvantaged students and their families
pathways to college by partnering middle and high schools with colleges and community
organizations. The goal is to support institutions of higher education, local schools, community-
based organizations, businesses, and States in working together to help students and their parents
gain needed knowledge and strengthen academic programs and student services in the schools.
GEAR UP provides two types of competitive grants, partnership and State, which support early
college preparation and awareness activities at local and state levels. The Office of
Postsecondary Education’s Policy, Planning, and Innovation Office currently administers GEAR
UP. GEAR UP grants are five years in length.

Partnership grants are submitted on behalf of a locally designed partnership between one or more
local education agencies (LEA) acting on behalf of an elementary or secondary school, one or
more degree-granting institution of higher education, and at least two community organizations
or entities. These other entities could include such organizations as businesses, professional
associations, philanthropic organizations, community-based organizations, religious groups,
college student organizations, State or local agencies, and parent groups.

Partnership grants must include an early intervention component. The early intervention
component involves the project providing early college awareness and preparation activities for
participating students through comprehensive mentoring, counseling, outreach, and supportive
services. The mission of GEAR UP is to significantly increase the number of low-income
students who are prepared to enter and succeed in postsecondary education.

The first GEAR UP grant was awarded in 1999. During this first year, ED awarded 164
partnership grants and 21 State grants totaling $120 million. In 2000, 73 new partnership grants
and 7 new State grants were awarded and in 2001, 6 new partnership grants and 2 new State
grants were awarded. GEAR UP appropriations for 2000 totaled $200 million, with $295 million
appropriated in 2001.
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Valencia Community College (VCC)

Valencia Community College was established in the fall of 1967. Today VCC serves more than
50,000 students a year, making it the fourth largest of Florida’s 28 community colleges. VCC
maintains four campuses and two centers in the Orlando area. VCC became eligible for
participation in the Federal student aid programs and other Higher Education Act programs,
November 27, 1968. VCC is fully certified with the U.S. Department of Education (ED) and
holds a current Program Participation Agreement that will expire on September 30, 2003.

ED awarded VCC, as fiscal agent, seven GEAR UP partnership grants. For fiscal year 1999,
VCC was awarded three GEAR UP grants totaling $873,600. The following year in 2000, VCC
was granted continuations for its three grants in addition to being awarded four new GEAR UP
grants. The total Federal grant dollars for fiscal year 2000 was $ 2,149,419.

1999 Grants Federal Award
P334A990094 Osceola Campus of Valencia Community College $252,000
P334A990149 East Campus of Valencia Community College $354,400
P334A990234 West Campus of Valencia Community College $267,200

$873,600

2000 Continuation Grants

P334A990094 Osceola Campus of Valencia Community College $252,000
P334A990149 East Campus of Valencia Community College $354,400
P334A990234 West Campus of Valencia Community College $267.200
$873,600

2000 Grants
P334A000155 Osceola Campus of Valencia Community College $301,961
P334A000226 West Campus of Valencia Community College $331,190
P334A000185 West Campus of Valencia Community College $306,163
P334A000184 West Campus of Valencia Community College $336.,505
$1,275,819
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Audit Results

We found that VCC officials did not administer its GEAR UP projects in accordance with
legislative, regulatory, and administrative requirements for non-Federal match. VCC was able to
provide documentation of minimal participation by two community partners for each of its seven
GEAR UP grants. However, VCC did not maintain adequate documentation to support the
required match, claimed facilities and equipment costs were improperly calculated, and matching
claims included unallowable, unallocable, and unreasonable room usages.

Finding No. 1 — Partnerships Did Not Contribute The Required Non-Federal Cost-
Share To The Projects

Contrary to Federal regulations, the partnership did not contribute $1,600,749 of the required
non-Federal cost-share (match) for six grant awards. VCC fell short of required match amounts
because VCC only claimed sufficient match to meet the statutory minimum 50 percent of total
project costs instead of the higher percentages proposed in its approved grant applications as
required by GEAR UP regulations. Since the GEAR UP partnerships did not provide the proper
proportion of non-Federal match, we recommend that the Assistant Secretary for Postsecondary
Education require VCC to refund $496,932. The refund would achieve the required match
proportion by converting Federally funded project costs to non-Federal match. We also
recommend that VCC comply with the proposed partnership match for each grant, each year.

A partnership must comply with the match percentage stated in its application each year, and the
percentage may not be less than 50 percent to comply with the regulations in 34 C.F.R. § 694.7.

What are the matching requirements for a GEAR UP Partnership?
(a) In general. A Partnership must--

(1) State in its application the percentage of the cost of the GEAR UP
project the partnership will provide for each year from non-Federal funds,
subject to the requirements in paragraph (b) of this section; and

(2) Comply with the matching percentage stated in its application for each
year of the project period.

(b) Matching requirements.

(1) ... the non-Federal share of the cost of the GEAR UP project must be

not less than 50 percent of the total cost over the project period.
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Each of the seven original applications, which included detailed budgets of Federal and non-

Federal matching costs as required for consideration in the grant competition, exceeded the

required 50 percent minimum non-Federal share of total project costs. The proposed match

ranged from 51 to 74 percent, all exceeding the required 50 percent minimum of total project
costs. The partnerships proposed to provide a total $4,972,373 for the 10 grant awards audited.

Review of VCC accounting records showed that all awarded Federal dollars were spent or

encumbered, however the partnerships have significantly under matched six of the grant awards.

Claimed Match Under
Match *
P334A990234 | 1999 $267,200| $278,886 $ 414,605 |160.81% None
P334A990094 | 1999 | $252,000 e
P334A990149 | 1999 $354,400| $367,874(50.93% | $ 450,642 |55.98% None
P334A990234 | 2000 $267,200 $280 505(51.21 $ 506,153 [65.45% None
P334A990094 | 2000 | $252,000 | NGKGEN I e $68,490
P334A990149 | 2000 $354,400| $369,493 $ 659,709 |65.05% None
P334A000226 | 2000 $331,190 $333,179
P334A000184 | 2000 $336,505 $260,899
P334A000185 | 2000 $306,163 $565,650
P334A000155 | 2000 $301,961 $241,120
Totals $3,023,019| $4,972,373 $4,105,975 $1,600,749
1. Federal Award + Required Match/Required Match
2. Per January 14, 2002 set of claimed costs.
3. Federal Award + Claimed Match/Claimed Match
4. Required (proposed) amount less claimed.

The failure to provide the proposed non-Federal match for six of the grant awards harmed the

Federal interest as it significantly reduced the size of the projects in those years and increased the

proportion of the project funded by the Federal government.

Actual Federal Expenditures and Non Cash Match
Fed Share’
Increase
P334A990094 1999 $645,484 | $514,073 $131,411 20.36% 9.98%
P334A990094 2000 $646,840 | $578,350 $68,490 10.59% 4.61%
P334A000226 2000 $996,499 | $663,320 $333,179 33.43% 16.69%
P334A000184 2000 $1,006,407 | $745,508 $260,899 25.92% 11.70%
P334A000185 2000 $1,179,558 | $613,908 $565,650 47.95% 23.91%
P334A000155 2000 $980,646 | $739,526 $241,120 24.59% 10.04%
Total $1,600,749

1. Total Project Costs = Federal Award + Non—Federal Match
2. Federal Share Increase = Required % Match - Claimed % Match From Table Above
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Although VCC submitted grant applications to ED with higher non-Federal match percentages
and those proposals were incorporated into the GEAR UP grants award notifications, VCC
officials informed us they only had to match at the minimum 50 percent of total project costs.
However, as stated above, the regulations are clear that the required match is the proposal
percentage.

In order to meet the regulation requiring the partnership to comply with the application match
percentages for the above six grant awards, a portion of project costs paid by Federal funds
would need to be converted to match. The amounts required to be converted from Federal to
partnership funding range from $26,662 to $146,785 for a total $496,932, which should be
subtracted from the project costs paid from Federal funds and refunded.

Calculation of Required Match and Refund Amount

To
Refund?

P334A990094 | 1999 | $514,073 60.96% $313,379 | $262,074
P334A990094 | 2000 | $578,350 61.04% $353,025 | $326,363
P334A000226 | 2000 | $663,320 66.76% $442,832 | $332,124 EEEIRLNAL
P334A000184 | 2000 | $745,508 66.56% $496,210 | $408,986 $87,224
P334A000185 | 2000 | $613,908 74.04% $454,537 | $307,752 EERIEINAR]
P334A000155 | 2000 | $739,526 69.21% $511,826 | $437,578 $74,248
Total $496,932
1. Actual Project * Required Match Percent
Required Match — Claimed Match (This amount is converted from Federal to Non-
Federal to comply with proposed match percentage)

Recommendations

We recommend that the Assistant Secretary for Postsecondary Education require that VCC:

1.1 refund $496,932, the amount of Federal expenditures required to be converted to match
in order to conform to the regulation requiring the partnership to comply with the
application match percentages for the six under-matched grant awards.

1.2 comply with the stated percentage in each of its GEAR UP applications each year.

Auditee Comments and OIG Response

VCC asserted that the partnership did, in fact, meet the required non-Federal cost-share for each
of the grants because the required cost share was only 50 percent of total project costs. The
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response provided nine points to support the partnership’s position. We have summarized each

of those points below along with our response to those points.

1.

The partnerships committed to in-kind matching that exceeded the minimum
requirement of 50 percent of program costs in the grant proposals for each of the
grants.

OIG Response. Consistent with the applicable regulations in 34 C.F.R. 694.7, we
used the proposed match for each of the grants to determine the required match in the
finding.

The 1999 and 2000 GEAR-UP application instructions provided that the partnerships
could choose how much to match in any award year as long as the non-Federal
contribution equaled at least 50 percent of the total project costs.

OIG Response. Any applicant does have the choice of varying the match percent in
its application. This is consistent with the regulation (34 C.F.R. § 694.7 (a)(1)) that
requires that the partnership state, each year, the percentage of total project costs to be
provided from non-Federal funds. However, 34 C.F.R. § 694. 7 (a) (2) requires the
partnership to comply with the percentage proposed each year. The requirement to
provide the percentage match in the year proposed was also included in the
application instructions: “. . ._the non-Federal matching dollars must be spent during
the year in which they are listed in the budget . . .” as stated in the page from the
application instructions submitted by VCC as Attachment D to the response.

None of the award letters states a matching commitment in the space provided for that
purpose.

OIG Response. The specific non-Federal matching amounts were not printed in
Block 7 of the Grant Award Notification documents (award letters). However, the
Terms and Conditions sections of the award letters specifically state that the
application was incorporated in each grant agreement.

The GEAR-UP program officer sent an email to the VCC grants coordinator in
November 2000, «. . . directing the college to reduce its matching budgets. . ..” The
email informed them that the required match was the amount of Federal funding (a 50
percent match) and listed the amounts of required match exactly equal to the Federal
funds for the three grants awarded in 1999 (a 50 percent match) and the amount of the
direct Federal funds for the four grants awarded in 2000 (a less than 50 percent

ED-OIG
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match). The revised budgets were requested to resolve issues about matching costs
duplicated between the grants, the appropriateness of indirect costs charged and to
bring the matching in line with the 50 percent requirement.

OIG Response. The email discussed in the VCC response resulted from a concern
over apparent improprieties with the source of proposed matching funds in the
application budgets for several grants. The grant applications appeared to use the
same funds to provide the match on more than one grant. For example, the grants
listed part-time efforts of personnel that added to more than 100 percent when all the
grants were put together. In addition, there were other concerns that facilities usage
might be included in the VCC indirect cost rate.

The purpose of the email was not to reduce the budgeted match costs to 50 percent or
that VCC was directed to reduce the match percentage but to resolve the concerns
regarding possible duplication of proposed match as stated by VCC.

Regardless, 34 C.F.R. § 75.900 prohibits any employee of ED from waiving any
regulation, unless the regulation specifically provides that it may be waived. The
regulation requiring the partnership to comply with the match as stated in the
application, 34 C.F.R. § 694.7 only allows a reduction to 30 percent if certain
conditions (which the partnerships do not meet) are met. Therefore, the ED Program
Specialist (EPS) was not allowed to reduce the match below the percentage proposed
in the grant applications.

VCC provided revised budgets to the program officer in December 2000 with reduced
matching budgets.

OIG Response. The EPS lacked authority to waive the regulation requiring the
partnership to comply with the match as stated in its application. Even if she could
have waived the regulation requiring compliance with the application match, the
budgets submitted in December 2000 were only for the 2000 — 2001 award year. The
budgets did not cover the 1999 - 2000 award year and grant P334A990094 was under
matched that award year.

The program officer responded that the budgets were “much, much better” and that
some questions remained. However, VCC also noted that the purpose of the budgets
were to resolve the duplicated match issues, and that the match commitment was not
questioned.

ED-OIG
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OIG Response. As documented in the email message attached to the VCC response,
the revised budgets were not approved by the EPS. In fact, the last message from the
EPS stated that there were still some questions remaining to be answered. In our
opinion, the comments could only be construed to refer to the removal of duplicated
and unallowable matching costs. The email did not provide, nor was it intended to
provide, a specific approval for a match reduction.

VCC quoted 34 C.F.R. § 74.25(m) that requires ED to notify the recipient whether
budget revisions have been approved. The response stated that after 30 days and *. . .
having received no disapproval . . .” VCC implemented the revised matching budgets.

OIG Response. ED actions regarding the budget revisions are irrelevant because,
pursuant to 34 C.F.R. 75.900, no official, agent, or employee of ED could waive the
regulation requiring the partnership to comply with the match as stated in its
application. Even if ED’s actions could be construed as a waiver, the claimed non-
Federal costs did not match the “revised matching budgets” in either content (source
and type of cost) or total. In fact, the claimed match for three of the grants was less
than the amount committed to in the December 2000 budgets:

Grant Number 12/2000 Budget Match Claimed Shortfall
P334A000155 $470,379 $437,565 $ 32,814
P334A000185 $414,379 $307,745 $106,634
P334A000226 $341,774 $332,130 $ 9,644

VCC stated that it provided budgets with a 50 percent match to program staff for the
2001 and 2002 award years and was verbally assured that it was only required to meet
the 50 percent match. VCC pointed out that the subsequent grant award notifications
for the 2001 and 2002 award years also did not specify specific match amounts.

OIG Response. The 2001 and 2002 award years are outside our audit period. Our
audit period covered the 1999 and 2000 award years and as stated above, 34 C.F.R. §
75.900 prohibits any employee of ED from waiving any regulation, unless the
regulation specifically provides that it may be waived.

The partnership actually overmatched all award years by claiming at least as much
match as the total Federal award.

OIG Response. We disagree. The partnership did not maintain the percentage of
match contained in the approved applications for six of the grant periods.

ED-OIG
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VCC also disagreed with the recommendations because they contended that they had received
approval to reduce the match percentage to the statutory minimum of 50%.

OIG Response. We did not alter our findings or recommendations because:

1. The regulations require the partnerships to comply with the percentage of
match proposed each budget year,

2. No approval was sought or given to alter the match for the 1999 — 2000 budget
period,
3. The communications with the EPS neither directed or granted approval to

reduce the match percentages for the 2000 — 2001 budget periods, regardless of
whether the EPS had the authority to approve the use of the lower percentage,

4. The claimed match was still less than the unapproved December 2000
proposed match budgets for three grants, and

5. Even if the EPS had clearly approved the match reduction, the EPS did not
have the authority to waive the program regulation requiring the partnership to
comply each year with the match percentage included in the proposal for that
year.

Finding No. 2 — All Non-Federal Costs Claimed Were Improperly Calculated

All $4,105,975 of matching costs claimed by VCC for the GEAR UP grants were unallowable
because all costs were calculated using commercial rental rates instead of the actual depreciation
cost or use allowance as required by Federal cost principles. VCC used the commercial rental
rates because it did not meet its responsibility as fiscal agent by maintaining the proper records to
claim the use of partners’ facilities and equipment. Therefore, we recommend that the Assistant
Secretary for Postsecondary Education require VCC to meet the required match by refunding
another $1,325,932 of project costs originally paid with Federal funds.

We analyzed the summary schedules and spreadsheets provided by VCC to support its claimed
in-kind matching costs for the 1999/2000 and 2000/2001 award years for the seven grants. In
both funding cycles, rather than providing proposed match from community partners that
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included volunteer tutors and mentors, marketing and personnel or facilities, VCC claimed the
use of existing VCC and LEA facilities as its total non-Federal in-kind match. The spreadsheets
showed the dates, the number of hours and the rooms used at VCC and the LEA for GEAR UP
activities. These matching costs were calculated at an hourly rate based on estimated
commercial, hourly rental rates ranging from $20 to $150 based on the type of room. VCC also
claimed a small amount of LEA owned equipment at estimated commercial rental rates.

The use of commercial, hourly rates to cost the partners’ facilities and equipment is not an
allowable method to account for project costs. The cost principles applicable to VCC (Office of
Management and Budget (OMB) Circular A-21) and the LEAs (OMB Circular A-87) require
accounting for the use of grantees’ buildings and equipment using either depreciation or use
allowance.

OMB Circular A-21, Section J. General provisions for selected items of cost.

12. Depreciation and use allowances. Institutions may be compensated for the use
of their buildings, capital improvements, and equipment . . . Such compensation
shall be made by computing either depreciation or use allowance. . . .

OMB Circular A-87, Attachment B — Selected Items of Cost
15. Depreciation and use allowances.

a. Depreciation and use allowances are means of allocating the cost of fixed
assets to periods benefitting from asset use. Compensation for the use of fixed
assets on hand may be made through depreciation or use allowances. . . .

The use of commercial, hourly rental rates for partners’ facilities and equipment would result in
the claiming of more than allowable project costs because of the provision in such rates for
profit, indirect costs in excess of the restricted rate, and other unallowable costs.

Because all claimed non-Federal match claimed was calculated using unallowable commercial
rental rates, we have determined that the entire $4,105,975 amount claimed is unallowable.
According to a VCC official, VCC and the LEAs do not have a space usage study to calculate
facilities costs for allocation to cost centers. Therefore, we are unable to determine a value for
the use of partners’ facilities and equipment. An additional refund of $1,325,932 for Federally
funded project costs requiring reprogramming to non-Federal match would be required to fulfill
34 C.F.R. § 694.7 (a) (2) requiring the partnership to comply with the match percentages stated
in the applications for each year.
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Unallowable Match and Calculation of Federal Funds to Refund
Required
To Be
Refunded®
P334A990234 | 99 | $414,605 | $414,605 $0|$267,200 | $267,200 | 51.07% | $136,459 $136,459
P334A990094 | 99 | $262,073 | $262,073 $51,305 | $200,695 | $252,000 | 60.96% | $153,619 $102,314
P334A990149 | 99 | $450,642 | $450,642 $0 | $354,400 | $354,400 | 50.93% | $180,496 $180,496
P334A990234 | 00 | $506,153 | $506,153 $0 | $267,200 | $267,200 | 51.21% | $136,833 $136,833
P334A990094 | 00 | $326,350 | $326,350 $26,662 | $225,338 | $252,000 | 61.04% | $153,821 $127,159
P334A990149 | 00 | $659,709 | $659,709 $0 | $354,400 | $354,400 | 51.04% | $180,886 $180,886
P334A000226 | 00 | $332,130 | $332,130 $110,708 | $220,482 | $331,190 | 66.76% | $221,102 $110,394
P334A000184 | 00 | $409,003 | $409,003 $87,224 1 $249,281 | $336,505 | 66.56% | $223,978 $136,754
P334A000185 | 00 | $307,745 | $307,745 $146,785 | $159,378 | $306,163 | 74.04% | $226,683 $79,898
P334A000155 | 00 | $437,565 | $437,565 $74,248 | $227,713 | $301,961 | 69.21% | $208,987 N REWRD
Total $4,105,975 $496,932 $1,325,932
1. Including Proj. costs formerly paid by Fed. Funds from Finding 1 4. Allowed Match + Federal
2. Claim amount (January 14, 2002) version. 5. Total Proj. Costs * Required Match %
3. Project costs converted from Federal funds in Finding No. 1 6. Required Match — Finding 1 Refund

VCC did not fulfill its responsibility as fiscal agent in maintaining accurate and complete records
for the seven GEAR UP grants. OMB A-21 Appendix C contains the documentation
requirements for claiming facility and equipment costs. It states that an institution is required to
provide several pieces of information including an audited financial statement and supporting
data, a schedule showing amount by building of use allowance and/or depreciation distributed to
all functions, and a reconciliation of equipment cost used to compute use allowance and/or
depreciation. Further, a grantee shall keep records that fully show the amount of funds under the
grant; how the grantee used the funds; the total cost of the project; the share of that cost provided
from other sources; and other records to facilitate an effective audit. (34 C.F.R. §75.730)

VCC originally proposed matching costs provided by a number of partners including some
facilities costs calculated at a commercial rental rate based on square footage. During a site visit
in 2001, VCC provided an ED official with a single page listing totals for facility and personnel
costs for each grant, but was unable to provide support for how those costs were calculated.
When informed that detailed documentation of the match was required, VCC prepared the
spreadsheets of room and equipment usage only at an hourly rate.

Recommendations

We recommend that the Assistant Secretary for Postsecondary Education require that VCC:

2.1 refund $1,325,932 of Federal funds required to be converted to match in order to conform
to the regulation requiring the partnership to comply with the application match
percentages to cover the unallowable facilities and equipment match claim.
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2.2 establish controls to ensure any future claims of partners’ facilities and equipment are
computed using depreciation or use allowances.

Auditee Comments and OIG Response

Auditee Comments. VCC disagreed and stated that the facilities costs were properly calculated

using fair market value because ED had verified the correctness of their method of calculating
the facilities match through approval of the grant and a site visit report and that another set of
criteria should apply. The response stated that the use of fair market value was specified in the
grant application and budget submissions and approval of the application and other budgets
implied that the Secretary had verified that the facilities costs charged at those rates were
allowable. Additional support for ED approval was provided by a report of a site visit by an ED
representative who reviewed the match and had notified the college that the review was closed.
Finally, VCC claimed that OMB Circular A-21, Section J-12 should not apply because of the use
of the word compensated. Because the space was donated by partners as in-kind match, they
were not “compensated.” The response also stated that, even if the section is applicable, it
should not be followed because Circular A-21, Section J also states “In case of a discrepancy
between the provisions of a specific sponsored agreement and the provisions below, the
agreement should govern.” The VCC response infers that the approval of the application and
subsequent budgets again should allow VCC’s methodology of valuing the facilities. VCC
claimed that the actual cost principals which applied was Circular A-110, Sub-part C, section
23(h) (3) which provides that the value of donated space shall not exceed the fair-market value of
comparable space.

OIG Response. ED did not approve the facilities costs at the rates, which were actually claimed.
The facilities costs in the applications included office space that ranged from $5.83 per square
foot to $120 per square foot, and classrooms on the VCC West Campus that were quoted at $529
per month. In the budgets submitted in December 2000, the same classrooms, quoted at $529
per month, were changed to 960 square feet at $22.26 per square foot (or $1,780) per month.
However, when the summer program was held, the classrooms were claimed at an hourly rate of
$125 per hour for 9 hours per day totaling $1,125 per day or ($125 * 9 hours * 20 days) $22,500
per month.

The site visit report from the Department representative also did not grant approval of the use of
the match as claimed. Following the language quoted in the response, the report stated:

...Although I was as thorough as possible in the review, I do not presume to be
all-inclusive in the report. Therefore, the absence of statements regarding any
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specific practices followed by your institution does not imply approval of those
practices. In short, the specific nature of this letter does not limit your obligation
to comply with all statutory and regulatory provisions governing the program...

Circular A-110, Sub-part C, section 23(h) (1) makes it clear that the section does not apply to the
donation of recipient facilities to be used as cost-sharing, but rather for facilities donated to the
recipient by a third party.

(1) The value of donated land and buildings shall not exceed its fair market value
at the time of donation to the recipient...[emphasis added]

In addition, the first part of section (5)(ii) quoted in the response also makes the context of third-
party donations clear:

(5) The following requirements pertain to the recipient’s supporting records for
in-kind contributions from third parties. [emphasis added]

Thus, the fair-market rates are not applicable to donations by the grant recipients. The cited cost
principal provisions also do not pertain to LEA facilities or equipment because the LEAs are not
third parties. Although VCC is the fiscal agent, the GEAR UP grants were awarded to the entire
partnership for each grant. The HEA (§404A(c)) states that an eligible entity for a GEAR UP
award means a State, or a partnership consisting of one or more LEAs acting on behalf of one or
more elementary or secondary schools, one or more degree granting institutions of higher
education and at least two community organizations or entities. To be declared an eligible entity,
a partnership must have the requisite parts, including at least one LEA. If the LEA was to be
considered a third party and not part of the partnership, there would be no eligible entity, and no
entitlement to a grant award under GEAR UP.

The VCC response did not cause us to alter our findings or recommendations. The grant
application instructions page provided as Attachment D to the response (underlined) states that *.
. . the value assigned to in-kind contributions included in the non-Federal match must be

b

reasonable. . .’
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Finding No. 3 — Duplicated, Unallocable, and Unreasonable Room Usage Claims

VCC included unallowable, unallocable, and unreasonable room usages on the spreadsheets
documenting the facilities match costs. The spreadsheets contained numerous overstatements
because duplicated costs were claimed (within and between grants), shared use rooms were
charged 100 percent to the grant, and claimed hours were in excess of actual hours used. We
have not calculated all instances of these overstatements.

Duplicated Costs Were Claimed as Non-Federal, In-Kind Match. Federal regulations state that
cost sharing or matching must not be included as contributions for any other Federally assisted
project or program [34 C.F.R. 74.23 (a) (2)]. We found 48 duplications totaling $71,100 in the
1999-2000 award year and 44 duplications totaling $50,437.50 in the 2000-2001 award year
where the same room at the same date and time were claimed on two or more of the GEAR UP
grants. We also found instances where use of a particular room was claimed twice at the same
time for the same grant.

Shared Costs Were Claimed as Non-Federal, In-Kind Match. OMB Circular A-21, Part C, 2
states that allowable costs must be reasonable, allocable, and given consistent treatment.
Numerous instances were found where rooms being shared were charged 100 percent to GEAR
UP grants as in-kind matching cost. The examples include:

e Meetings attended by personnel from more than one GEAR UP grant, or GEAR UP and
other Federally sponsored programs at the college were charged to one of the GEAR UP
grants needing additional matching costs instead of being allocated fairly. The shared use
was emphasized because the cost in one grant was supported by the calendar of meetings
for the staff working on another GEAR UP grant.

e The school media center was charged as a dedicated GEAR UP lab (at a $125 hourly rate
based on a computer equipment training room). The “lab” was actually a few tables at the
back used for tutoring during normal school time while the school continued normal usage
of the library.

e The regular classrooms, during classroom times were charged to one GEAR UP grant when
GEAR UP personnel were assigned as classroom aides instead of operating a pull-out
tutoring program.
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Room Usage for Unreasonable Hours Were Claimed as Non-Federal, In-Kind Match. Federal
regulations also require that matching costs be necessary and reasonable [34 C.F.R. 74.23 (a)
(3)]. The hours of room usage claimed were poorly documented and excessive. For example:

e Rooms in the LEAs were claimed as GEAR UP labs from the beginning of September
2000, for the initial years of the grants, even though grant personnel did not move into the
school until February 2001, and tutoring did not begin until March 2001. A few grants
charged rooms prior to the grant period beginning on September 15, 2000.

e GEAR UP labs and offices were claimed for up to 11 hours a day even though tutoring was
only occurring an hour before school and during the school day.

e A gym was charged to a summer program for 6 hours a day while only being used for an
hour after lunch.

VCC has centralized controls over accounting for Federal funds; however, the accounting for in-
kind match is maintained within the individual GEAR UP projects. The spreadsheets
documenting match costs have been changed several times to account for changes in room rates,
duplications, unsupported costs and other errors, but many errors remain. The documentation
supporting the spreadsheet summaries of room usage is minimal and contradictory. We have
concluded that the conditions under which the VCC matching records were generated, lack
sufficient administrative controls to be reliable and are insufficient to detect errors and
irregularities.

Some of the unallowable facilities usage claims have been acknowledged by VCC officials
through their numerous restatements of facilities usages after we questioned them on specific
instances. However, many of the duplicated, unallocable, and unreasonable charges still remain.
Since all claimed costs have been disallowed because of the use of unallowable commercial
rental rates, we have not calculated the full scope of the unallowable, unreasonable, and
unallocable claims.

Recommendation
We recommend that the Assistant Secretary for Postsecondary Education require that VCC:
3.1 establish and implement policy and procedures to maintain proper record keeping for in-

kind, non-Federal match according to applicable Federal regulations, including assurance
that all claimed matching costs are allowable, allocable, and reasonable.
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Auditee Comments and OIG Response

Auditee Comments. VCC concurred that there were duplicated and shared costs in the matching

costs claimed and concurred with the recommendation and has implemented procedures to
update matching records monthly and have asked the internal auditors to review, twice a year,
match claims.

However, VCC did not concur that there were unallocable and unreasonable room usage claims
because claiming the use of rooms before the grant period was allowable pre-award costs. The
rooms were charged when not used because they were dedicated to the use of the grant and
comparable space cannot be rented for minutes at a time. The college also did not concur that
documentation supporting spreadsheet summaries of room usage was minimal and contradictory
because they followed the methods of documentation provided by an ED representative and
maintained records of the location, size, room number or name, date, hours of use and fair-
market value.

OIG Response. We disagree with VCC’s claim that facilities usage prior to grant award dates
was allowable pre-award costs to allow the staff to prepare for the grants. Staff were not hired
until well after that time. In addition, services were not provided in the LEAs until six months
after the grant period began. VCC’s comment that space could not be rented for minutes at a
time conflicts with their claimed method of valuing space usage in 60-minute increments. Even
after interviewing grant personnel and review of supporting documentation, we were not able to
resolve all questions about specific rooms used or dates.
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Objectives, Scope, and Methodology

The purpose of our audit was to determine whether VCC administered the GEAR UP program in
accordance with legislative, regulatory, and administrative matching and eligible entity
requirements. Specifically, if:

e Each partnership included “at least two community organizations or entities”;
¢ VCC maintained adequate documentation to support the required match; and
e Claimed matching costs were allowable, allocable, and reasonable.

To accomplish our audit objectives, we reviewed applicable laws and regulations governing the
enactment of the GEAR UP program. In addition, we conducted interviews with program
officials and staff in the GEAR UP office located in Washington, D.C. and obtained and
analyzed documentation related to the projects. We reviewed the seven VCC funded grant
applications, the claimed in-kind facilities partnership match and the documentation supporting
those claims at both VCC and the ED.

An entrance conference was held on June 4, 2001, on the campus of VCC. Fieldwork was
conducted the weeks of June 4-15, 2001, October 2-5, 2001, and December 11-14, 2001. We
visited the ED’s GEAR UP program office located in Washington, DC on April 9, 2002. VCC
declined an exit conference: therefore, we updated our fieldwork on October 18, 2002.

We focused our review on funding cycles FY 1999 and FY 2000. To perform our work, we
focused on seven grants. Three GEAR UP grants were awarded in FY 1999, covering the period
September 1, 1999, through August 31, 2001. Four GEAR UP grants were awarded in FY 2000,
covering the period September 15, 2000, through September 14, 2001.

We relied on VCC computerized accounting records to determine the Federal funds received and
spent for each grant award. We tested the accuracy and support for the data by comparing source
records to reported expenditures and project revenue to Federal drawdown records. Based on
our assessments and tests, we concluded that the data used was sufficiently reliable for the
purpose of our audit.

Our audit was conducted in accordance with generally accepted government auditing standards
appropriate to the scope of the review described above.
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Auditee Comments and OIG Response

The response also commented that the scope and purpose of the audit had evolved and changed
since it began and commented on the delay in receiving the draft audit report. While one
objective was added at the end of the survey phase of the audit, the primary objectives were
always to determine whether VCC maintained adequate documentation to support the required
match and whether the claimed matching costs were allowable, allocable, and reasonable. We
added the objective to determine whether the seven partnerships were eligible entities at the end
of the survey due to the significant changes from the grant applications, including changes from
the significant match provided by community partners to the claimed match records with no
contribution by community partners. We informed VCC of the added objective at the interim
briefing we held with them at the end of the survey phase of the audit in October 2001.

The delay in receiving the draft report was largely the result of numerous restatements by VCC
of its records, provided to support room usage and rates. Considering the duplicated,
unreasonable, and unallocable room usage claims, as discussed in Finding No. 3, these
numerous restatements required that we compare the restated records for new duplications that
occurred for each change.

The VCC response made several comments it asserts are attributable to the OIG audit staff. The
statements made in the response inferring bias or misrepresentation by the audit staff are in error
or have been taken out of context. Our audit was conducted in accordance with Generally
Accepted Government Auditing Standards (GAGAS). As such, our work was conducted with
the objectivity and independence required under GAGAS. The issues audited and developed

during the course of this audit were determined by the data available to the audit staff conducting
the assignment and the determination of its reliability. The conclusions drawn by auditors are
subject to change as new data is available. These conclusions are discussed with auditees as
early as practical. These early discussions are not fully developed, but are discussed to obtain
auditee input as soon as practical to assure the audit focuses on meaningful issues to both the
auditee and the Department of Education.
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Statement on Management Controls

As part of our audit, we assessed the system of management controls, policies, procedures, and
practices applicable to VCC’s administration of the GEAR UP programs. Our assessment was
performed to determine the level of control risk for determining the nature, extent, and timing of
our substantive tests to accomplish the audit objectives.

For the purpose of this report, we assessed and classified the significant controls into the
following categories:

e partnership in-kind match claimed
e community partnership participation

Because of inherent limitations, a study and evaluation made for the limited purposes described
above would not necessarily disclose all material weaknesses in the management controls.
However, our assessment disclosed significant management control weaknesses which adversely
affected VCC’s ability to administer the GEAR UP programs. These weaknesses included non-
compliance with Federal regulations regarding partnership in-kind match claimed. These
weaknesses and their effects are fully discussed in the AUDIT RESULTS section of this report.

Auditee Comments and OIG Response

VCC did not concur. As fully discussed in the AUDIT RESULTS section of this report, we
disagree with VCC comments and have provided our response at the conclusion of each of the
three findings.
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Attachment 1

Valencia Community College

Comments on the Draft Report
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presenied by Valencra were allow.able prior to awardinz the grau:.

Cducation’s Dallas Regiopad Office. conducted a sile visit ‘o the projects aod
issaed u report dated Moy 29, 2000, Valencia was given 3 days to respond The
reporl indicated that facilities could ool be wsed for mateh IF deprecialion o se
allowance had been inciuded w the college’s indireet cost poel and asked the
College 1o clearly docuruent all match. Mi. Tavlor atso provided dircction &5 1w
e tvpe of records thal should be mamtained, which the Collese mplanented. 1

"k

S0 bFebruary 2800, Moo Mat Tavior, a representative of the L S0 Department of
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15 reportant o nowe that Valencin did not caleulate depreciation casts for gts
Facilitics omtil the fiscw vear endnws June 300 2002, when GASE 54 and 23
reguired 1t 1t would not have been possible for the College o bave inclwded
depreciation costs moits uulirect cost rare or nthe nerehing budget for these
2rauts.

from the Kansas City office of the Office of Inspector General aroved. Tntl
informed by Valenein when amaneing (he wisit, the OTG team steted that they
were Unaware that My Tavlor auad visited the College or was prepariog (0 issne ¢
repart. Valencia provided a copy of the report to the O1G teant. The College had
understood  thee the audilors swere 1o take mto aceoum waork done by other
Departiment representatives when planming an awdin, as a mcans of reducing costs
of the audit and perhaps enahling 1ssucs to be resobved without need L a vistt,

Valencty responded o M Tavlor's repont within the 30 days allowed, oo leter
dated July 12, 2001, providing exarples of the types of docwrmentanios toan the
Colleme was manaintin. whicl were based on his earher recommendastions, s
wlan providing proot thw the Collewe did nol include depreciation ot use
allowance ol eollewe facithines in s fslirecr cost pool for negotistion with the
15001

M Twylor responded an Toiy 24, 2000, los “voview ol the GREAR-UP FPoojeols
fwasy complete and closad.™ D an curlier letter of Moy 29 2007, Mi Taylor stated
“Uparticolarly want w thank the Coflege District support siaft S facilinting mv

review, You and your stadl woere very cooperative and opon to the examination ol

vl proccdures,  activities, and recomds. You  were also reeeplive o
recammcndations and examples of whernative ways of maintaining records that
suppurt the goals of the prooram.” e also nowed o the July 24, 2001 tener that
the College muy be contsctzd by the Program Officer in Washington, 130 U,
regarding any required action, and that he would await the results of the OIG s
aanne

Representatives ol the College visited with the program sl and Ms. Maureen
Molaughlin i Washineton, . (0 on Septembar 15, 20010 to review the
Coilege’s respanse w M Tavlor's report, share the methods of kKeepiog enu
records thal hed been splentented as a result of Mo Faylor's visiy, o ashko it there
woere arry other wehinicel advice thal the Department contd offer, and to asic 14 e
progsrun olGoe contimued o dirset grantess W provide S0% marching and e usce
for snorket value noassigning value o facilities, as EDGAR shpalates, “The
Coiloge was provided with no wdditional advice, and ihe program office continued
to approve Valeneia's vse of fabr madiet walue to valee faclilties as part of a 56%,
matchirg budged, which wias stated in the budget narratives for cach succecding
grant veur.

CThe O incorrectly states tha!l OMBE Crireular A-21, Seciion V120 appiies o the

01
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vt of ni-kind nurelung tacilines. Section J-1.2 states “Inshtusions may be
compersaded tor the tse of thelr buttdings, capiial tmprovements, and cquipiment
coSueh compensaion shail he made by computing either depreciation or nse
allowance -7 (Fmiphasis added )

The O inconeetly states that secton T-12 applics 1o Valencia™s in-kid
matehing hudget. Falencin did pol regucst compensanon for use of Tucilities.
Rather, the Collegs and pariner schools conrrihured the facilinies as w-kind
nralchine, No competsalion wias roguesied e received.

Carenlar A-21 sceton {AMN2Y states: “Thoe suceessiul applicstion of cost
accountitg prineiples requires development of mutual understanding between
representatives of cducational ingtitutions and of the Federal Govermmen?d as 1o
[eir seope, implementavon, and interpretdtion ™

Valencia conferred with representatives of the Sceretary of Hdocutiou and
received wntten approviil Tor s budgets and the use of faie iarker vialue 1o assign
value w in-kimd mmatehing facilities,

Crreular A-21, seetzon () states, "It case of o discrepancy between the provisions
of o specific sponsored apreement and the provistons below, the agrecment shoad
govern,” While Vafunela finds no discrepaney, 10 the QUG continues to asaert hat
there ts w discrepancy between {oe agreciment with the Depirtment and the
provisions of A-2H the Clreilar direew dhat the “ageeement should govern™ The
avrvement ooedrly ineledes the use of fae merket valoee.

Further, A 21, section IO 3) sales; " The value of donated services and property
may e vsed toomeet cost shanng or mateiing requitements, in accordanee with
Clircular A 1007

EDGAR states, at 34 CFRC§ 74 23(e) states: “Valves for recipient contibations
ol services and property shall be established in accordince with the applicable
cost pringiples . L

Crrenlar A-1H3, Sub-part €, section 23(I), addresses cost-sharing or machng as
faliows;

{3} "The value of donated space shadl not exceed the fair market value »f
comparabie  space as  established by an ndependent  apprasal ol

comparai[e space and facifities g privately-ovwened builiing in the same
locadit”

(4 “The value of loaned cquipiient shall not excewd its rental value.”

(300 “The hasis for determining the valuation ol personal service,
niaderial, copumpmiat, nnldines, and land shall e docimentad,”™

e UL
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Valenciu provided to the Secvetary and 1o the OIG the valucs establisned by un
mdependent apprarser for comparable, poivale Faalilies i the same locality as

cach cumpus and school Tor which tn-kind space was budgeted und subseqaently

claimmed as matching, The Sccrctary was correct i approving the wse of fir
tarket value. rather than depreciation, e assigm value to fn-kind space provided
as natcking. Valencia was corroct o vabuing the space as approved by e
Scoretary.

The CLG states that “ducing a stie vistt mn 20010 VOO provided ao D ofliela with
nosinele pare laing totals tor facility and persernel costs for each grant, but was
unable to provide support for how those costs were caleulated. When infurmed
that detailed  documentation ol ihe malch waus reguired, VOO propared  the
apreddsbicets of room and compiient gsaee only at an bourly rate”

Videicla assumes it the velerence 1s to the visit by Meo Mats Tavior front the
Dradtes yegronal oftice in Febraary 2001, When M Tavler visited, Valenciz hrd
rreords ot the matching costs, but was nol using the orgt o recond the
indermmation  thae Mro Tavlor  recommended. The College  adopted  the
reconunended  fonnat. and ek the extra step of listing all matching on
sprevadsliects that lsted the in-Kind madching beme claimed for cach grind. The
College provided those spreadshects md voluimnous backe-ap rocords contained
i lurge todebooks wothe OIG ream durmge the towm’s three site visity o Orlado
fu revicw docuinentation, Itis incorrect to say that Valsncia was unahle fo provide
suppart for how the custs were caleulated. The Col
which the QUG disagrocd.

v prowvided suppont wath
e pp

mendatjions for Draft Finding Nomber 2

[

P

Valerneta does nat conesie willi the recommendation.

The facilities and cquipment matehing clamed is ailowable. as desernbed abosve.
No refund 13 duc the T3S, Departmuent of Education,

Moo corrective wetton s proposed since nomne 1s required.

Valencia does not coneur with the reconimendation.

Valencin would be i vielation of Circalars A-21. A-I 1, EDGAR, ad the
approved budpet for the granls 0 were to compule futre clatms of facilities and
cawpment as in-kind matehingg using depreciation or use allowances.,

Na correetive action 1s proposed sinee nonc is reguired.

et urng 1
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Deaft Finding Naumber Three

YValenvia coneurs that there were duplicated or shared costs found among the maching
chveied or the seyen_grants

Winle the Collece regrets these enors, the duphcations of which we are wware have been
climimated, and the removal of ihe duplicared costs and corrections of errors did not
redice e total marchong clanmed to below the required 30%, cost sharing level,

Fhe errors were unintentional, neman ervors made when compling and caleulating the
sproid sheets, I was the Collesss understanding <hat all ol the alleged doplcations
wientified by the OIG 1cam were brought to the Collepe's attention. and thal each wes
cither justfied or adpusted (sm errar had i Fact been mde.

The College™s proposed cormrective action may be found with 118 comments on
Recommendation 3.1 helow,

R EN

EDRXCAR provides tlt pre-mward costs may be metirred onder [cdera) grants, As the staf?
iwsxivncd to launcly the GEAR-UP grunts cacl vear anGieipated the stariing dates, which
worirred in September, the project ditcetor worlied with the College and the sehool
nartners to riteke ready the noeded Fctlities mud matcrals, a few dovs prior (o the staring
dete of the grant. 'To the hest of aur knesvledes, the stalt carrying ond (e work of the
wrants wf that tioe used those pre-award days for qeiivitics such as preparing computer
laby and toading and testing software, using, facilities for of fice space for planning, and
meenng purpases, id preparing classrooms dedicated o the program and made readsy
during tae days just prior to the grant start date (or use by the prougran. These wre

allow able and reasonable m-kind contribuiions that are properly allocated o the grant,
anelwhich Benchired the students whe participated after the grant began.

Additionally, when rooms at the schools were dedicaled ta the program. the value of
thwose rooms Tor the hours dedivated were properiy counted as in-kind metchine.
Cronnparalile spece cannot he rented in the market for minutes al atime. When a schioal
tedicated space for pse thrawyhoat the davy by the program {(For cxamphe Lor one on wnig
cotmselinge or tatoring with siudents pulled o the clessraar), the College properly
imeiuded the value of the rooin Tor the entire day e calouluting the matcning contrbution,

No corrective aclion is proposed since none s reguired,

The Collepe doss not coneur that the document:njun supporting the spreadsheet
sugmenaties of room usade 8 mininal and comradietory.

gL
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The College implemented the methods of documentation provided by Mr. Mart Taylor of
the LD &0 Diepartisent ol Lducation, and wloch he approved tn his Setrer o July 35, 2007
as piut o the Cellepe™s response Lo Ris site Wisit report dated Jely 12, 200, The Collepe
shered those methods with the Program Ofiee sl Washingmon in September 2001
Ruecords are maittatned of the Jovation, size. room number or carme, date, lours of nse,
purpose, and far market value (set by an independent eppraisal of comparablc private
Ficitities it aread of ench facility donaled) oieach voom or facility clymed us
matching. The custadian of the roam or facility has sioed the records imdicating gt he
ar she nade these gooims or Bacilitics availaite on thess dates and ey for those
priepases. Adidittonal back-np documontation s moinfoced., meludivg, for example. the
FOLITI CERSIVIION Torts, minates of mectings held in e rooms, progeams 1or events that
teok place inthe rooms, and rosters of participants who attended cvents i tho reoms.
Much of the documentation excecds that requirved by Jedeead repulalion. The
documentalion s exhaustive and more than meots {ederal requireinents.

Mo votrective action 15 proposed since none 15 reguired.

Kegommendations

A0 Malene:u conears e the eolicee should inaintam proper recond Keeping as llstal m

the QG recommenidation 3.

Braposed correelive actions:

The Collewe bas corvectin! the dupBoations that were found and the caleobalion eraes
the meatciung decumentation, and the College Las removed room cliarges for widch thore
AT oiens documentation to suppers the tomm’s use for the program. These corrected
recerds are avalable tor mspecton, Correetions cloded itents such as a 31 spreadshoe:
rounding crror, wnd an S&0 caleulation error on u spreadshees that wotaled $38.000,
("learly, the Collepe’s goalis o see that there are ne errors in s records. [Uis important,
for the record. that the nanire ol the ervors found be clearly understood | which 1s the
reason for providimg these exampies.

The Coblege alsn asked the miternal auditor to revicw e spreadsheots and the matching
dovumentzuon wodererming whether e noted any additiona crrors that hud not bheen
coreected. Al erroars that the Colleue has been eple to identify hive been corracted, and
the total ol the matclimz continues to mest the 30% muonmann required.

The O30 notes ot the reconds were corrected or updated nuimerous tmes. A set of
reconds was presented o the undin tearn tin Fune 20601, The awditory armived 1 the middle
af that st vear, The College uplated records as the gront vear progressed and cided in
Septaraber 2001 soderstomling that the aaditoes wanted ap-1o-date records for the vears
that “hev weree auditmg, The Oollege corected errors when they were identfed. None o
the vinrecions brought tne maciuny tlals belew the required S4U%0 marching.

FARINN
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The Colicee has reviewed the requinamenis for matchmy dociwmentation widh the profect
drrector and his supervisors. Tlrerr roles w1 ensuring that docuinentation s mzintained
acculalely hive been revicwed with cach of tiom. The project director has been dirceied
L updatye aratehing documentation on a monthly hasis and o revicw the documeniations
isantlily, wiiile modrafl Yornt to ensure thai duplheations and crrors are climigated befure
e duecwmentation is finalvzed. Thar 15 being done.

Thage Colluze will continue s proctice of asking the ntermnal auditer o melede the GEAR-
UP graes on s annual st oD progrmines that he reviews. We have requested a nud-vear
revicw atel a fioal review at the end of i vear, The iternal auditor reports direct]y o
the District Booard of Frustecs.

Finadlv, the Collepe has requested that the Program Office in Washingtlon, 1. . share
any additiotal methuds thel 10 wouk! recommend to the College o IMprove its recons
seeping, Phe College has received no addivona? advice or recommendation, and e
Codese pas impleaweniod Tullv the recomumoendanons mads by the Meo Man Tavlor. the
A Crrdits Represenlatioye in Moy 2001
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Cunmends oo Objectives, Scope, and Methodolooy

TThe seope and purpose of thes audit has evolved and charged since i hogan in May 2001

Pl purpess of e audif as conmouncated o lelter from the O1G 1o the President dated
May 23,2001, was "o review the acceptaln ity of dhe proposed maich, and the
veriication of the mateh channed m the GEAR-UP program.” Tlas differs from the scope
stated 1 1he Dradt Auduil Report. The origmal scope did not inctude s determimation off
whether “Hach partnership included “at Jeast two commurty ereanizations or entities™
as 18 staredd i the Draft Audit Repaort,

Thas purpose was added by the O1C audit ieam dunng the course of the audid when e
College elected ot claim s mateh akditiona] services provided 1o the GEAR-TP
studenls by privale sector parners, Since the Coliege cliose not 1o submit matching zhove
tive reguired S(% levell the private seetor pariners were spared the inquirics from the
fedural mundit tean. 10 is in the best meerast af the students incthe program that private
seclor partners devele their limiled time te providnin service o the, rather than i
BLICessry mestings with federal weditors. It s in the hest interest of the partnershipes
it privide seeor partners 2ol positively about theie nvelvement witlh students, rather
thor aastming additional pepenwork burdens amd stefT ime burdens thar woald be
ineprosed U the College had clected ro claton their coutribazions as muatchig,
Dincamenttion thil the prvate scotor partners were wctive wius provided to the QTG mudin
teann, even though, to date, the Colleee has not chesen to inclode the ¢ligihhe
comrbations made by these pariners as claimed matehing.

During the fest s vistt w the College in Tune 20010, the audit rcam indicated that they
wrltleh disallow all Bwcilities maiching because Vaiencta's indircet cost rate was purporied
by the tewm to metude fuctlities costs. A review of the actital indirect cost rate negatiafion
documets submitted (o the Department showed thal this was not tue, Valenein's indirec?
cast tate pool did not melude depreciation. Valenela was puzezled as o why the
Department did not revicw these doctunients before the audit tean was dispatehed o
Orlundo te make that eontention.

Al the conclusion of the Frar aite wvisit to the Collepe in fune 200, the ardit team wlso
jnformmed the Cotlege tha it belioved that the College had supplanted. The lead suditor
[or the OLG teant told Valeacia's Uatsorn 0 che team, ihal she conbimued o belicve g
the facilities would be disallowed “Tar some reason,” and that 1§ they were not disaliowed
due to the amdirect cost issue, she alsa belicved that the College hud supplanted mn
general. When asked 1or an exonple, she did not provide one, and simply stated that
while she did not have speeifics, she was "pretty sure” that Valencia had supplimted. The
lead auditor for the OIG was asked o provide an example as soon as possible so that e
College couwid address 17, sinee Valercia’s position 15 that it did not supplani.
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Prior to the scoond site visitw e Collepe, the QG audil feam informed thic Colleue tha
ILwes 10 putsuing s elann regarding imdirect casts. No reason vwas given, lowever, the
College was inftormed that the cootemion that the College had supplanted weould be
pursuad. The facililies matciing was decmed to be supplanted by the CHG “hecanse the
fucilines previously exisled.”

Al the vpemng neeling ot the second site visit, in October 2001, the QTG teain wals asked
wdeline supplanting. The teon wld Collzpe etiiaals to look op b the dictiomzary . The
00 e was asked 1o pros e mtormiztion @ the Callere on e basis for Hs Judginenis
alvour supplanting. The leader of the OIG twan replied that the temn njembers were
“experts i ohe Law™ and thar they “knew supplanting when they saw 17, Thz College
askud the OIC foane w request of their supervisors i Kansas Oty any documents ot
defmitinns that were berng used for puidance,

I the exit mestng of Ocaeler 3. for the first tume, the anditors stated thar the matching
st execed the 500%0 nunioone m the law. Also, the QNG tean informed the Colleze Uhat
1o iz on The supplaniing ssuc” they inlended to disallow the factlities vcosts on the
hitzis of ihe mothod used to value the fecilives, which they contended shoald bive been
depreciiatien.

The Collepe™s Timson to the OIG teimn sopgested that a2 good faith eftort world enuill
caamining which interpretation of the issnes vielded the resalls (thal Congreas intendued.
amd thar the posttion taker by the Secrotary o approving Valencla's bodgers was the
paiton hal was responsive to Congressional inlunt, which wis to establish partnershims
Mt sot results.

The lead auditer for the OFG tewn responded that while Vialencia had followed e
dpphoatien gtudelines a5 issuec by the Sceretary. and winle facilities matching was
approved m the budges, Valenety had been given “bad advice” She sad Valenciu's
pusition wis understandable, but that the Coliege had followed “had advice.” While that
wis o "nuoating circuntstance” that she wrged the College to melde 10 148 tesponse, she
sund Vaieneis was lizble tor having operated the prograin, in her opimon, in vielation of

e restdunions, avenaf tae College had done so on the advice of and with the approval of

the Secretary and the Program Olfice.

The Collese urged the O1G feam ta consider that jts differences werz with the program
statt gt the Department of Edacatron, and not with the College, since the College had
luliowed the direction provided by the Depatiment. The College further urged the toam b
constder resolving these 1ssues inremnally with the Depurtment’s Program Office so tha
aiy necded iraproveinents could he made and shared woath all grantees via updated
techrical adviee, rather than dinding againsgt o Colleme that elearly faliowed the direchions
piven it by the Deparcrent. Fhe D1y replied e that was not the way tlar 1t did
business, I'he feant leader stated shat the OIG had net consulted the Prograom Oifice fon
its mterpretation of supplacting or of the allowability of facthitics match. and did nat plan
to dao so. The Draft Report seveals that the Progoum Staff were interviewed fnallv in
April, 2002,
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The Coliege reguested shat the OIG complete s dratt medit repost as quickly ag possiie,
m order that Lhe matter be resolved. The College was told (o expect the 1t Audn
Ruport in Marclyor Apeil of 2002, The College walted one yeur to reegive the report
(from Jwiuary 20002 4o JTunuary 2003}

Comments on the Statement of Management Controls

Phe ONCF states that thelr “assessment disclosed sienifieant weaknessas iu e
muandagenend contrels Gneluding) non corupliance with Federal regulations regariding
partnerstpon-kind malele elidmed.”

Valeneln cannet disagree more stronglv, A strength of Valencia”s GIPAR-UP progrums
and of College management has been the extraordinary fengths to which the instilution
lius gone to ensure that it follows federal regulations regarding partnershup m-kind mateh
claimed. a task made exceedinglv defTieelt and ttme consunung when coofronted by an
OTG audit ream whose opimons dilfer eatirely Trom the direction given the Callege by the
Seeratary's Proyraie Stff, from the writlen apphicatior instruciions spproves) by the
Secretary and the Otftee of Managemeni and Budget, from OMB cirewlars, and from
FECAR,
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ALGEAR-UP Apphcatton Instructions Regarding 50% Matching, Roguirerient

3.1l from Program Offtcer
(L GOEAR-UE Application Instrictlons Regardiog Facilities as Mawhing

Dy GEAR-UT Applwcation Instructions Regarcing Valuation of Malelung
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GLAR-UP Apphcanon Insteactions Regarling 50% Matching Reguirenient



it L )

{2) Comply with the matching perosntage stotod 1

. Application tur each wear of Che

Pprojoon pernio .

(h) Manohoeer Tegullametsg.
4_ i A Partnorship must provide pot less thap 20 psrceut of
the

cost of the profoct fram non-Federal funds for any year in

the project peried.

¥: (2} The non -Federal share of Lhe reost of the GEAR UP praject

mngl b2 not less than 50 percent of the total coszf ovsr the

i,
projoct partiod.

(3} The non-Federal share ot the cost of 2 GEAR UP prujsct

may ber provided in cash

or Lo--kinr
d (Authorily. 20 U.s ¢ Luvsa 22
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—— e — — ——— :
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634.02 What »re the —equirvements that:. s Partnership must moot

dizeal_agqenat for jio project. ander thig
ROy

A Partnorghip must Jdesrgnate as the fiscal agent for ins

projoct under GEAR UPR .-
{a) & local oducational ageney: or
(b1 An Inslitution of higher edusation thet Le ot
. pervasiyaly seclbarian.
.ll'
; CAuchort iy 20 00950 1n?oa-=-221
1 Ba3d. 20 whall are fhe peguivewpents regording the sueunt of 9
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= Avtvitnes and intormation repading fosterning awd mproving perent volvement

prepacing students for collepe, college admisstons and achievernen tests, and collepe
application procedures,

Also, keep iomund that these services must be provided to the eohort of paiticipating students
throngh corpletion of 12" prade.

What is the matching requirement for Partnerships?
The Partnership must provide alportion of the total project costs vach year, Partnerships have the
flexibility 1o decide what percentage of the projett. costs they will fund with non-Federal

expeniditures cach year, as lony as the total non-Federal contribution aver the length of the prant

awatd period equals at least 30 percent of the total project costs. ‘The minimuwn non-Federal
contribution

r year will be 20 pereenl of the annual project cosl, [hese Partnersiup grant
matching rccmw Eﬁxﬁmm -xibility while
encouraging, applicants to provide non-federal matches that reflect sipnificant focal commitments
ind a capucity to comntinue the program alter federal Tonding, ends.

—_—_——

The nun-Federal mateh may be provided through cash or in-kind contrbutions. {See genayal

(& A 1n front section of the application pucket for examples of resources that can be uged to
et the malching requircment.)

What are some exampiecs of budgets for 2 Partnership project, taking into

constderation the matching requirement and the annual maximum Federal
contribution of 3500 per student?

As part of the Administration’ s leinventing Govenunen! Imbative, the Department requirss thiat
Al applicants: for multi-vear awards provide badgst infonuaton for the total grant penod

vequosied, This eliminates the need for exletsive non-competing, continuation applications iz the
rematning, profect years, An annuad perfomances report will be used 1n place of the continuation

weltowion to deternuine progress, thereoy relieving, prantees of the burden of resubanitisg,
casUranees and certifivations annually.

A S-year bidget will vary for each Putnaesship depending vpon a number of vanables, suchs iis,
L} the number of grades served by the projeet; 2} the totaf number of students served; 3} the wtal
project cost per participant, wid ) the aoal non-federal share that a project contributes as the
imatching reguirsment,

EXAMP T 1

i - -t ! - 5 = e e
A Partneship could start with a 77" grade cobortin the irst vear and add a new 77 grade cohort

. : - - [T 1B
euch vear. Services would be provided o all coherts of students 23 thiey progress through the 17

i
= H
7

- R ol . th P )
ade. In the thinl year of the mrant. there would be 2 9% grade cobonrt, an 87 prade colwt, and «
il

vrade cohar all recalvine sarvices, & S-veng hl:dﬁf‘.t surprpry for this Parinecship contd [onk
like the foliowing.

fpg
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WiHATCANYOUDOWIHA GRAWT?

his program supports cafly infervention strategres for mcreasing the number of
low-tncome sturdents on the pathway to college. GEAR UP tackles the two miost
nportant stumbling blocks to achieving s goal,

(1)  Gelbing students academically prepared for college work.

{2)  Educating them and their families about the real oosts and
resourcas that make college alfordable for every child.

Bnanicial

GEARL UP grants support State and local Parinership efforts to bring about program
improvement and positive change within a Stale and at the local level.  Matching
resources leverage support and cement local cormnmitment necessary o0 sustain these
changes beyond the life of the GEAR UP grant. This broad-bascd cooperalive
approach ensures that low-income students recaive the academic services and suppart

they need to aspirc and attain, and that parents get the information they want to be
eftective academic mentors to their children,

Develop Matching Commitments

Federal funds shall previde net more than 50 n 50 _percent of the tolal cost of any
project funded by a grant under thrs prugram

T e _
coSts miay be in castiof in kind| fairfy valued, including services, supplics, or equipment.

This grant program enccurages the leveraging of grantee resources, and investrnents

and contributions from the private and public sectors. Subject 1o somo exceptions, the
fotal of non-Federal commitments mado by States and lacal Partnership membaers and

the value of private sacior investments and donations may be included in the match. [t
is particularly mportant that these matching commitments contribute to the long-term
sustamability of the projent afler the grant’s funding ends.

In determining the adeguacy of resources under the selection criterra for grants,
applications will ba evaluated on the relovance and demonstrated commitmaent ot gach

partner in the proposed projsct and the potentia! for continued support of the project
after Federal funding onds.

All grant recipicnts are imited 0 a maximum indirect cost rate of eight (B) percent of a

maodified tolal direct cast base or the amount permitted by its negolizted indirect cost
rate agreameant, whichever is logs,

~ For gertain applicants and under speciflic circumstances, the Secretaty provides that a

Partnership may propose a non-Federal cantribution of no less than 30% of the total project cost
Seop. 18 for detaris.

The non-Federal share of project

L L 1Y
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Jefi Davis - RE: Budgets for 2000-2001.

CEL LIV R L.

Frium: o, Chrialine” -

“Chnstice Tormelided. oy
To- Shedl Davis' 2 Iovsi e ovdanniaes floss
Dinte: 1201 2:52 1P

Subject:  Fo Budeets tor 20002001

Hi 2edf, Huen Anan, lookiag forward too great year. '
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FEREN FETRY S

Is there a minimwin and/or aximum grant size?

Ne minimum, maximun, or averape awand Rug been established for Padnershap grants. T he sive
of cach Partiership grant will depend oo the number of students served, 1lowever, there 1s n
ot annnal Federal contribution of 3800 per student for Partnership prants, State puants

will iivve no minhmam, @ 85 nolhon aonual maamum award, and an estimated averape wward of
105 idlbion o 32 oullen.

Is there a minimum or maximum nmuber of students to be served?

Ma.

Sce the application materidls speeilic to Partnershipand State prants {o inore details abowt

which students may be served throuph GEAR UP pmjccf:;._ _

What resources may be used to meet the non-Federal matching requirement

for GEAR UP prants? R

Any combination of non-Federa! cash expenditures and in-kind contrtbutions way be used to
mect the non-tederal matching requirement for GEAR U grants. A lew exampies of allowabic
in-kind contributions wmelude:

Fducational resources nnd supplies;

Computer cquiprment and soltware, e
Time spent by volunteers o ttoving, mentoering, giving molivational speeches  that
encourage higher teademic achicvement, or presenting mfonnation about college oplions and

Transportation ol pasticipaiing students to GEAR U activities;
Additional professiona) developinent activities for teachers and others, inttiated through

*  Space and facilitics,
Drancial aid;
GEATR D,

i additton, e statute anctedes the lollowing gpecibic examples o cash expeoditures pnd

1

~ The amowsl capsmded oo doounented, tetgeted, long-termn mentoring amt counseling,
provided by voluctaoes o pod staff of nonschool orpanizasions, wmcluding businesses,
relipious organizations, cotmnunity groups, postsecondary educational instilutions, noaproin
and philanthropic organdzations. and other urpanizations;

= The amount of the tinoncial assistance peid 0 students rom State, local, institutional, or
privats funds under GEAR UP; and

.

Day care services for participating stadents with children; and
Internships or stmnar jobs provided 1o panioipating, students,

outithions that may also conns toword e rostehing requirenient;

aesistnee wrler GREATL ]

Please note that the valng assipned o in-kind conmibutions included i the non-Tedural muich
must e reasenable and may not exeead 1o fzic market vahie of the propeny or seovice
contributed, ond e ner Pnderal matehing, dollacs mast he spent durnye the year inoswhich they
are latad 1o the Boedee o moos of the peoject’ s non-Federad mateh, For maore detatled tnfnneation

L) R

Dieterner an oo oot oo ferhaay i

The wmount of Lition, teoss, posm or board waived or redused {or cecipicuts of financial

aub shaioge ned nen Feleend matenuee, see 30 CFRD 7423 whish zan be locace! on e

PR S
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Is there a minimum and/or nuoamum grant size?

N minnuun, maginiun, or average award his been estabiished for Parinership pranis. The stz ‘
af each Pattnerslup grant will depend on the number of students served. However, there s o

maximenn annal Pederal contribution of S8 per stedent {or Pastoership prnts, State prauts

sl bivve N0 minimum, a $5 milion annal masumun award, and an estimated werapge aveand of
S5 milhon e B2 waliton.

1s there & minimum or maximum number of students to be served?

MNao. See the application materidls specific to Partnership and State grants for more detatls about
which students may be served througlh GEAR UP [JI'Dj(':CIl:S.

What resources may be used to mecet the nop-Federal matching requirement
tor GEAR UP graunis?

Any combinntion of non-liederal cuash expenditures and in-kind contributions may be used to

meet the non-federal matching requirement for GEAR TP prants. A few cxamples of allowable
in-kind contributions nclude:

FHducational resources and supplics,
o Space and facthties;

~  Computer equipninent and soltwane, TTERT
Tine spent Ly ovolunteers on tforing, mentoring, giving motivaticnal speeches that

eucourape higher academic achievement, or presenting infomnation about college options and
fipnciat aid;

~  ransporation of participaling students to GIHAIR UP activities;

«  Additional professional development activities tor teachers znd others, Inttinted throngh
GLEAT UR;

= Dy carz servizes for participating students with ehildren; atd

-

intenships or sunnoer johs provided fo participeiing stodeots.

L additiom, the statute jochsdes the tellowing specific examnples of casn expenditures and

contzhutions that may also count towand e matching requircmuent:

> The wmounl espended on docwnented, tarpeted, long-term menstonng and counscling,

provided by voluntesrs or paid safl of nonschool orgeuizations, including businesses,
relijrious erganizaiions, community groups, pastsecondary educational institutions, noenprofit
and phifanthropic organizations, und otlr orpanizations,

The wnount of the fnencial assstancs paid wostadents frome State, loca], institctional, or
nrivate Pands under GEAR (117 and

o Tl wmcnnn of Wition, {ees,

raom ar Bodld walved or reduced for ccoiplems o financial
azsistiges under GEAR LD

Mense node that the value L,::.%m:iui fo m Soind contobutions includsd in 8

e nan-Federal atch
TR L

-Lwﬂ'l'l'lhh‘ “H oy m‘L exeeed the falr moarkel value of the property or servicn

l--wn'nhn::d, amii il non-Federst matshing dollars mast be speat dutng the year i wiich ihn.)
are s i the 'Ijm.,;rl s prar ol the b

v project’s non-Federel mateh. Foogers detatled infhmation
al eeichinig, see 34 CER 7473 whick san be lncated oo the

dhnrne
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