Randy F. Rock, President Certified Mail Return Receipt Requested
Franklin Career Institute Domestic Return Receipt

91 North Frankiin Street 0
Hempstead, NY 11550-3003 7006 2760 0002 1734 8171

RE: Final Program Review Determination
QPE ID: 03328300
PRCN: 200640225454

Dear Mr. Rock:

The U.S. Department of Education’s (Department's) School Participation Division — New York/Boston
issued a program review report on April 20, 2009 covering Franklin Career Institute’s (Franklin)
administration of programs authorized by Title IV of the Higher Education Act of 1865, as amended, 20
U.S.C. §§ 1070 et seq. (Title [V, HEA programs), for the 2004/2005 and 2005/2006 award years. A copy
of the program review report (and related attachments) and Franklin's response are attached. Any
supperting documentation submitted with the response s being retained by the Department and is
available for inspection by Franklin upon request. Additionally, this Final Program Review Determination
(FPRD), related attachments, and any supporting documentation may be subject to release under the
Freedom of Information Act (FOIA) and can be provided to other oversight entities after this FPRD is
issued.

Purpose:

Final determinations have been made concerning all of the cutstanding findings of the program review
report. The purpose of this letter is to: (1) identify liabilities resuliing from the findings of this program
review report, (2) provide instructions for payment of liabilities to the Department, {3) notify the institution
of its right to appeal, and {4) ciose the review.

The total liabilities due from the institution from this program review are $1,209,210.

This final program review determination contains detaited information about the liability determination for
ali findings.

Protection of Personally Identifiable Information (PII}:

Pll is any information about an individual which can be used to distinguish or trace an individual's identity
(some examples are name, social security number, date and place of birth}.  The loss of P!l can result in
substantial harm, embarrassment, and inconvenience to individuals and may lead to identity theft or other
fraudulent use of the information. To protect PII, the findings in the atiached report do not contain any
student Pll. Instead, each finding references students only by a student number created by Federal
Student Aid. The student numbers were assigned in Appendix A, Student Sample. in addition,
Appendices B, C, D and E also contain PII.

Appeal Procedures:

This constitutes the Department's FPRD with respect to the liabilities identified from the April 20, 2008
program review report. (f Franklin wishes to appeal to the Secretary for a review of financial liabilities
established by the FPRD, the institution must file a written request for an administrative hearing. Please
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note that institutions may appeal financial liabilities only. The Department must receive the request no
later than 45 days from the date Franklin receives this FPRD. An original and four copies of the
information Franklin submits must be attached to the request. The regquest for an appeal must be sent to:

Ms. Mary E. Gust, Director

Administrative Actions and Appeals Service Group
L.S. Department of Education

Federai Student Aid/PC

830 First Street, NE - UCP3, Room 84F2
Washington, DC 20002-8019

Franklin's appeal request must:

(1) indicate the findings, issues and facts being disputed;

(2) state the institution’s position, together with pertinent facts and reasons supporting its position;
(3) include all documentation it believes the Department should consider in support of the appeal.
An institution may provide detailed liability information from a complete file review to appeal a
projected liability amount. Any documents relative to the appeal that include PII data must be
redacted except the student's name and last four digits of his / her sccial security number (please
see the attached document, "Protection of Personally 1dentifiable information,” for instructions on
how to mail "hard copy” records containing Pli}; and

(4) include a copy of the FPRD. The program review control number (PRCN) must also
accempany the request for review.

If the appeal request is complete andg timely, the Department will schedule an administrative hearing in
accordance with § 487(b)(2) of the HEA, 20 U.S.C. § 1094{b}(2). The procedures followed with respect to
Franklin's appeal will be those provided in 34 C.F R. Part 668, Subpart H. Interest on the appealed
liabilities shall continue to accrue at the applicable value of funds rate, as established by the
United States Department of Treasury, or if the liabilities are for refunds, at the interest rate set
forth in the loan promissory note(s).

Record Retention:

Program records refating to the period covered by the program review must be retained until the later of:
resolution of the loans, claims or expenditures questioned in the program review, or the eng of the
retention period otherwise applicable to the record under 34 C.F.R. §§ £668.24(e)(1), (e)(2), and (e}{3).

The Department expresses its appreciation for the courtesy and cooperation extended during the review.
If the institution has any questions regarding this letter, please contact Ebony Foy at 646-428-3882.
Questions relating to any appeal of the FPRD should be directed to the address noted in the Appeal
Procedures section of this letter.

Sincerely

(b)(6)

Betty Coubhlin D

Director

Enclosure:
Protection of Personally Identifiable information

ce: Paula Jones, Financial Aid Administrator
NY State Department of Education
Council on Occupational Education

hee: Reading file, Correspondence file, Chris Curry, OCFO Accounts Receivable,
Lauren Popc, Don Tanguilig, Denise Morelli, Kathleen Wicks, Sherrie Bell,
Betty Coughlin, ERM



PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

Personally Identifiable Information (PII) being submitted to the Department must be
protected. PII is any information about an individual which can be used to distinguish or
trace an individual's identity (some cxamples are name, social security number, date and
place of birth).

PII being submitted electronically or on media (c.g., CD-ROM, floppy disk, DVD) must be
encrypted. The data must be submitted in a .zip filc encrypted with Advanced Encryption
Standard (AES) encryption (256-bit is preferred). The Department uses WinZip. However,
files created with other encryption software are also acceptable, provided that they arc
compatible with WinZip (Version 9.0) and are encrypted with AES encryption. Zipped files
using WinZip must be saved as Legacy compression (Zip 2.0 compatible).

The Department must receive an access password to view the encrypted information. The
password must be e-mailed separately from the encrypted data. The password must be 12
characters in length and use three of the following: upper case letter, lower case letter,
number, special character. A manifest must be included with the e-mail that lists the types of
files being sent (a copy of the manifest must be retained by the sender).

Hard copy files and media containing PIl must be:

- sent via a shipping method that can be tracked with signature required upon
delivery

- double packaged in packaging that is approved by the shipping agent
(FedEx, DHL, UPS, USPS)

- labeled with both the "To" and "From" addresses on both the inner and outer
packages

- identified by a manifest included in the inner package that lists the types of
files in the shipment (a copy of the manifest must be retained by the sender).

PII data cannot be sent via fax.
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A. Institutional Information

Franklin Career Institute

91 North Franklin Street

Hempstead, NY 11550-3003

Type: Private, Nonprofit

Highest Level of Offering: Non-Degree 1 Year {900-1799 hours)
Accrediting Agency: Council on Qccupational Education
Current Student Enrollment: 809 (2010/11)

% of Students Receiving Title IV, HEA funds: 56% (2010/11)

Title IV, HEA Program Participation {Source PCNet}:

2011-2012
Federal Pell Grant Program $2,694,683
Federal Supplemental Educational
Opportunity Grant Program (FSEQG) $66,833

Federal Work Study Program $46 879
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B. Scope of Review

The U.8. Department of Education (the Department) conducted a program review at Franklin
Career Institute (Franklin) from August 21, 2008 to August 25, 2006. A follow-up visit was
conducted on November 30, 2006. The review was conducted by Christopher Curry, Teresa
Martinez, and Jane Eldred.

The focus of the review was to determine Franklin's compliance with the statutes and regulations
as they pertain to the institution's administration of the Title IV, HEA programs. The review
consisted of, but was not limited to, an examination of Franklin’s policies and procedures
regarding institutional and student eligibility, individual student financial aid and academic files,
attendance records, student account fedgers, and fiscal records.

A sample of 37 files was identified for review from the 2005/06 and 2006/07 award years. The
files were selected randemly from a statistical sample of the tatal population receiving Title IV,
HEA program funds for each award year. In addition, 9 files were selected based on an
expanded review of students enrolled in the ESL proegram. Appendix A lists the names and social
security numbers of the students whose files were examined during the program review. A
program review report was issued on April 20, 2009

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of
statements in the report concerning Franklin' s specific practices and procedures must not be
construed as acceptance, approval, or endorsement of those specific practices and procedures.
Furthermore, it dees not relieve Franklin of its obligation to comply with all of the statutory or
regulatory provisions governing the Title |V, HEA programs.

C. Findings and Final Determinations

Resolved Finding

Finding #8

Franklin has taken the corrective actions necessary to resclve Finding #8 of the program review
report. Therefore, this finding may be considered closed. The institution's written response to this
finding is included in Appendix C. Findings reguiring further action by Franklin are discussed
below.

Resolved Finding with Comments

The following program review finding has been resolved by the fnstitution, and may be considered
closed. This finding is/are included solely for the purpaose of discussing reseclution of the finding.

Finding #10: Inadequate Monitoring of FWS Employment
Noncompliance:

Title IV regulations require that the student's work must be governed by employment conditions,
including pay, that are appropriate and reasonable in terms of any applicable Federal, State, or
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local law. 34 C.F.R. 875.20(c){1)(iii). An institution is responsible for ensuring that the student is
paid for work performed. 34 C.F.R. 675.18(a)(10).

The reviewers noted situations where students’ work periods appeared fo exceed New York State
Labor Department guidelines concerning meal breaks and consecutive hours of work. For
example, student #11’s timesheets show that she worked periods of more than five consecutive
hours numerous times, with as many as eight consecutive hours without a documented break.
The student was employed on-campus at Franklin. This office has been informed that New York
State Labor Laws require that employees who work shifts of more than four hours during the day
be provided a meal break of at least 30 minutes.

It is unclear whether students were actually working extended periods without a break, or were
paid for scheduled breaks, which is not allowed under Title IV regulations.

The reviewers also noted that Franklin paid student #30 for 54.5 hours of work during November
2005. However, the time sheet indicates that the student actually worked a total of 59.5 hours
that month.

Directives From Program Review Report;

Franklin was reguired to take the necessary steps o ensure that all applicable rules and
guidelines are followed for students employed and receiving assistance under the FWS program.

Finding Resolution:

In response to this finding, Franklin clarified the circumstances of student #11's work periods.

The institution apprised this office of changes that have been implemented as a result of this
finding. Franklin atso provided the requested clarification for whether Student #30 was paid the
correct amount for work performed, and confirmed that additional payments are due to the
student. Franklin mailed a check for $37.50 to the student for the five hours worked but not
paid.

Franklin stated they used the finding as an opportunity to improve procedures refated to
monitoring of FWS employment. Franklin revised its sign-in/sign-out sheets to better reflect a
break peried and instituted new procedures whereby FWS students sign a form acknowledging
their understanding of having to take breaks under certain conditions.

Findings with Final Determinations

The program review report findings requiring further action are summarized below. At the
conclusion of each finding is a summary of Franklin's response to the finding, and the
Department's final determination for that finding. A copy of the program review report issued on
April 20, 2009 is attached as Appendix B.

Note: Any additional costs o the Department, including interest, special allowances, cost of
funds, unearned administrative cost aliowance, etc., are not included in individual findings, but
instead are included in the summary of liabilities table in Section D of the report.
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Finding #1: Improper Administration of Ability to Benefit Tests
Noncompliance:

Only eligible students may receive Title IV program funds. 20 U.S.C. § 1091, 34 C.F.R. § 668.32.
To ke eligibte, students must be academically gualified to study at a postsecondary level. In this
regard, a student must have a high school diploma, a genera! education develcpment certificate
(GED), or be beyond the age of compulsory school attendance and have the ability to benefit
from the program of instruction that is being provided. See 20 U.8.C. § 1081, 34 CFR. §
668.32(e). A student who does not have a high schoo! diploma or GED must pass an
independently administered abiity to benefit (ATB) test prior to receiving Title 1V funds.

34 CF.R. § 668 .32(e)(2). If 2 student does not meet one of these criteria, hefshe is ineligible to
receive Title IV funds.

The Department considers a test to be independently administered if the test is given by a test
administrator who —

{1} Has no current or prior financial or ewnership interest in the institution, its
affiliates, or its parent corporation, other than the interest obtained through its
agreement to administer the test, and has no controlling interest in any other
educational institution;

(i) Is not a current or former empioyee of or consultant to the institution, its affiliates,
or its parent corporation, a person in control of another institution, or a member
of the family of any of these individuals;

{iii) ts not a current or former member of the board of directors, a current or former
employee of or a consultant to a member of the board of directors, chief
executive officer, chief financial officer of the institution or its parent corporation
or at any other institution, or a member of the family of any of the above
individuals.

34 C.F.R. § 688.151(b)(2)(i)-{ii}.

During the review, Department reviewers were informed that Franklin employed Vocational
Educational Testing, Inc. (VET) as its independent third-party tester for administration of the ATB
tests for students enrolled at the institution, until that entity was dissolved in April 2006. After
that, Franklin used Galina Fridman, who had been employed by VET as its independent test
administrator before the company dissolved. Reviewers asked for a copy of Ms. Fridman's
contract with Franklin, and were told that there was no contract, and that Ms. Fridman was paid
through Franklin's payroll. Frankiin's records contained a New Employee Data Sheet for Ms.
Fridman indicating a 9/1/05 “starting date of employment”.

During the course of discussions with school officials, the reviewers were informed that VET was
owned by Lydia Rock, the wife of Franklin’s president. Further research confirmed that Ms. Rock
was also the Chairman of the Board for VET. In addition, Lydia Rock is identified as a member of
Franklin's Board of Trustees. Due to the marital relationship between the owner of VET and the
President of Franklin, neither VET nor its employees weould meet the definition of an independent
test administrator. Ms. Rock’s position on Franklin's Board of Trustees would also prevent VET
from meeting the independence standard outlined above.
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Although VET ceased providing ATB testing for Franklin in 2006 when the company dissolved,
Ms. Fridman's prior employment by VET would prevent her from meeting the required standards.
In addition, Ms. Fridman's subsequent employment directly by Franklin would call into guestion
the independence required by the Title IV regulations. Despite arguments to the contrary by
Franklin, the information obtained by the Department suggests that Ms. Fridman was an
employee of Franklin and not just an independent contractor for ATB testing.

Directives From Program Review Report:

Franklin was informed that any ATB tests administered to Franklin students by VET or Ms.
Fridman are considered invalid due to the lack of an independent relationship. In response to the
finding, Franklin was required to provide a list of all Title [V recipients who were admitted and
were determined to be eligible for Title IV funds under the ATB provisions for the 2004/05 award
year to the date of the report. Franklin was alse reguired to provide documentation for all persons
who have administered the ATB tests at the institution since the program review was conducted,
inciuding approvais from the testing agency, where applicable. Franklin was to provide
certifications regarding whether any of those test administrators met the regulatory criteria
described in the above citation, and provide the most current contact information for any of those
individuals. In addition, Franklin was required to identify any Title iV funds disbursed to students
who were admitted based on ATB tests that were not administered by persons who met the
independent tester criteria.

Final Determination:

Frankiin disagrees with the Department in this finding. The school contends that at all times,
Franklin complied with the federal requirements that an ATB test be independently administered.
The school made two general arguments to support its position. First, Franklin argued that its
use of VET did not violate the requirement that ATB be independently administered because the
company itself did not serve as the test administrator, but only served as a contractor for
identifying, recruiting, and contracting independent contractors to give ATB tests at Franklin,
Second, Franklin contends that Ms. Fridman was not an employee of the school. To support this
position, Franklin argues that her inchusion on the payroll and the issuance of a W-2 do not create
an employment relationship between Franklin and Ms. Fridman. In its argument, Franklin aiso
noted that Ms. Fridman did not receive any benefits or vacation leave. Frankiin’s entire response
is included as part of Appendix C.

The Department has reviewed Franklin's response and determined that it does not resolve the
ATB finding. The evidence that the Departiment has obtained establishes that neither VET, nor
Ms. Fridman meet the independence standards required under the Title IV ATB regulations.

First, the fact that VET contracted with Ms. Fridman to provide services for Franklin does not
change the nature of the relationship between VET and Franklin. Franklin hired VET tc perform
the ATB testing at its school, and payment was made to VET. The contractual relationship to be
reviewed for ATB purposes was between VET and Franklin. The principles of both of these
entities are related. This is exactly the type of relationship that is prohibited under regulations.
The fact that VET hired Ms. Fridmamn as a contract employee rather than a saiaried employee is
simply irrelevant to this issue.

The Department also rejects the argument made by Franklin regarding the time period after VET
was dissolved. First, the evidence the Department has cbtained establishes that Ms. Fridman
became an employee of Franklin after VET dissolved. The scheol did not have a contract with
Ms. Fridman to administer the ATB tests and the reviewers obtained documentation showing that
Ms. Fridman became a new empioyee of Franklin on September 1, 2005. Franklin acknowledges
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that Ms. Fridman received a W-2 but maintains that this does not create an employment
relationship. Contrary to Frankiin's contention, a W-2 is exactly the tax document that is provided
to an employee. Other IRS documents are used if an individual is simplfy paid as a contractor.
Further the absence of leave and benefits, does not in and of itself, establish that Ms. Fridman
was not an employee. Last, Ms. Fridman previously worked for the company owned by Mr.
Rock’s wife. The regulations also cover an individual's former employment,

The purpose of the independence standard in the ATB regulations was to preclude any type of
family or financial relationship between a testing entity and a schoo! from tainting the ATB
process. The facts uncovered with Franklin are exactly the types of relationships the Department
was frying to prevent when it implemented the Title IV ATB requirements.

All of the factors here establish that the ATB tests administered by Franklin during this time period
were not performed by an independent tester. Therefore, students who were administered a test
by VET or Ms. Fridman were ineligible for Title IV funds, and any aid disbursed to the students
must be returned. Based on results of the file review conducted by Franklin, attached as
Appendix D, Franklin must return $1,082 584.00 in disbursed federal aid.

Liabilities of $37,528.14 were established for 69 students in this finding that are also included in
the students liabilities established under Finding #4. Those dupficated amounts will be removed
in the summary of liabilities table.

Instructions for payment of liabilities are included in the Payment Instruction section of this report.

Finding #2: Inadequate Documentation of Student Eligibility for ESL Program
The finding has been resolved for student 42.
Noncompliance:

For purposes of Title IV participation, an educational program that consists solely of instruction in
ESL qualifies as an eligible program only if—

{1)(i) The institution admits to the program only students who the institution determines
need the ESL instruction to use already existing knowiedge, training, or skills; and
(i) The program leads to a degree, certificate, or other recognized educational
credential.

(2) Aninstitution shail document its determination that ESL instruction is necessary to
enable each student enrolled in its ESL program to use already existing knowledge,
training, or skills with regard to the students that it admits to its ESL program under
paragraph (j}{1){i}) of this section.

34 C.F.R. § 668.1().

The reviewers found cases where there was inadequate documentation that students enrolled in
the ESL program were pursuing the program to use already existing knowledge, training, or skills.
The reviewers did naot find any specific notations by institutionai officials documenting its
determinations for any of the students sampied as required under the regulation.

For example, student #46 indicated on his Career interview Application (CIA) form that he was
employed in "Cleaning” field. In the section where the student is asked to list the reason why
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he/she want to continue education, the student indicated that, | would like to learn English to help
ry child with her homework®. There was no other documentation in the folder clarifying that the
student needed the English to use prior knowledge, skills or training.

Student #45 filed out the employment section of her English as a Second Language Program
Application Supplement (ESL-PAS), indicating that she was employed in the Homecare field.
She wrote on her CIA form that the reason she wanted to continue her application was "to learn
English to help my san”.

Student #43 indicated on her ESL-PAS that she had been a family home-keeper for the past
year, but she did not list any reascn for continuing her education on the CIA form

Student #41’s records did not identify any prior training or employment, only indicating en the
CIA form that his reasan for continuing his education was to learn English.

The required documentation was also lacking for student #39.

When guestioned about the lack of specific documentation, institutional officials stated that the
implication could be drawn from the student’s current employment. However, as set forth in the
regulations, Franklin is required to document its determination that ESL instruction is necessary
to enabie each student enrolling in its ESL program to use already existing knowledge, training,
or skills. Furthermore, the information provided by some students discussed in this finding
appears to indicate only perscnal reasons for improving their English skills.

Directives From Program Review Report:

As a result of this finding, Franklin was required to review the files for all Title IV recipients who
were enrolied in the ESL program for the 2004/05 and 2005/06 award years. In response,
Franklin was instructed to provide copies of all documentation that was collected, at the time
students were enrolled, that documents the students' reasons for enrolling in the program, and
the institution's evaluation of that information.

Frankiin was also instructed to develop and implement procedures for collecting the required
information from students as well as documenting the institutior’s determinations as required in
regulations, and provide this office with copies of those procedures.

Final Determination:

Franklin provided the Department with copies of ESL Application Supplements for students #39,
42, 43, 45 and 46, which documented thase students employment status at the time they enrolled
in the programs at Franklin, asserting that the information on those forms suffices to meet the
regulatary requirements.

Franklin acknowledged that the supporting documentation for Student 41 might be insufficient to
demonstrate the student's knowledge, skili, and experience.

The Department has reviewed the documentation that was submitted and determined that
Frankiin did not collect adequate documentation for certain students enrolled in the ESL program.
There was not sufficient evidence provided that showed these students were pursuing the
program to use already existing knowledge, training, or skilis, With the exception of Student #42,
the institution has not provided the Department with any additional documentaticn that wouid
change the findings of the Program Review Report.
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The Career Interview Application and the English as a Second Language Program Appiication
Supplement documents are not adeguate to document the requirements under the provisions of
34 C.F.R. § 668.1()). Instead of documenting that ESL instruction is necessary to enable each
student enrolled in its ESL program to use already existing knowledge, training, or skills to work in
specific fields, the forms rely on the students’ empioyment history and assumes the reviewer
would know the basic skills involved in the positions. The forms ask vague cpen-ended questions
that do not always provide the answers needed to meet the regulatory reguirements. The
Department recommends a revision of The Career interview Application (CIA) and the English as
a Second Language Program Application Supplement (ESL-PAS).

As indicated on the Program Review Report, student #46 indicated on the CIA form that his last
place of employment was “Cleaning”. The student was alsoc asked to list on that form the reason
why he wanted to continue his education and how it wilt benefit the student’s future. The student
indicated that, "l would like to learn English to help my child with her homework”. The ESL-PAS
document enly indicated the student was employed in a cleaning position, and had skills in
customer service. It did not indicate that the student was pursuing the program to use already
existing knowledge, training, or skills. Franklin apparently presumes that the student needed to
enhance his English language skills to enhance his ability to perform in his current pasition. This
is an undocumented presumption, as the student’s English language skills may be sufficient to
allow her to function in her current position. The burden is on Franklin to docurent that the
student meets the regulatory requirement; especially given the student’s own expressed reason
for wanting to learn English. Franklin has failed to meet the burden of proof in this case.

Similarly, Franklin failed to submit any additional documentation to support its position for
students 39, 41, 43 and 45. Based on Franklin’s failure to secure adequate documentation to
demonstrate that the students were pursuing the program to use already existing knowledge,
training. or skills, all Title IV funds disbursed to students #39, 41, 43, 45 and 46 are institutional
liabilities.

According to the National Student Loan Data System, the total Pell Grant funds disbursed to
these students are as follows:

#36 $4 000
#41 4,050
#43 4,050
#45 4,050
#46 3.700

Total $19,850

Instructions for payment of liabilities are included in the Payment Instruction section of this report.

Finding #3: Inadequate/Conflicting Attendance Records

Noncompliance:

An institution must maintain documentation establishing each student's or parent borrower's
eligibility for Title IV funds. At a clock-hour school, required documentation includes attendance
records to document that the appropriate numkber of clock hours were offered or completed.

34 C F.R. §668.24(c)iil).

Regutations define a clock hour as: a period of time consisting of—
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{1} A 50- to 60-minute class, lecture, or recitation in a 60-minute period;
{2} A 50- to 60-minute faculty-supervised laboratory, shop training, or internship
in @ 60-minute period.

34 C.F.R. § 600

The reviewers found numerous guestions and conflicts when reviewing the attendance records at
Franklin. Students who are absent from class at Frankiin are allowed to make-up hours at pre-
scheduled make-up sessions. The students are required to fill out Make-Up Reports identifying
the date(s) that they were absent, the Subject/Class, and the number of hours that are being
made up. An instructor would sign-off on these forms, and assign the appropriate work to the
students. However, reviewers noted numerous discrepancies when testing the backup
documentation for make-up hours reported on students’ computerized Attendance Summary
reports. The issues identified are outlined below.

Student #37's records contain a Make-Up Report indicating that she received credit for three
hours of make-up in the Medical Billing class for an extra-credit report on 2/14/06. The student
also received credit for nine make-up hours in the Microsoft Word class on 1/5/08, for a "Tables
Project”. Other Make-Up Reports were found for this student for apparent projects were
approved on 2/10/06 (2.5 hours), 1/3/06 (4.5 hours}, and 1/3/06 again (5 hours}. In all, the
student received approvail for a total of 10 make-up hours on 1/3/06. Also, most of the projects
approved on 1/3/06 were identified as make-up for a class absence on 10/8/05 and 10/10/05,
apparently for a class the student had completed and received an "A” grade back in October
2005. Based on this information, it is questionable whether most of the make-up hours recorded
for this student involved faculty supervised instruction.

Furthermore, the reviewers found two Make-Up Reports, both of them reporting work the student
claimed that she performed between 7 PM and 7:30 PM an 1/19/08, receiving credit for half-hour
make-up for two different classes on different days.

These make-up hours were added into Franklin's computerized attendance system, and were
included in determining the total number of hours the student completed. This student stopped
attending Franklin on 3/7/08, after completing 384.5 hours of 560 hour offered in her program.
The 50.5 hours of make-up entered into the computerized attendance system were added to the
actual recorded hours present, resuiting in the student being identified as having completed 436
hours of instruction. The implications of questionable make-up hours relating to disbursements
of funds to students and R2T4 calcufations are further discussed in findings #4 and 5.

Student #17’s records contained a Make-Up Report showing that the student made up one hour
of a class he missed in Business English on 1/13/05. However, Franklin’'s Ciass Attendance
Roster shows the student was present for that class that whole week. In addition, the Make-Up
report was issued on 1/12/05, apparently indicating the student was approved to make-up a cfass
that had not yet been offered. Similar discrepancies were also found for this student for make-up
hours approved on 12/20/04, 12/21/04, 1/3/05, and 1/14/05.

The records also contained a Make-Up Report for the Business English class the student missed
on 12/2/04. This Make-Up Report was issued on 12/6/04. However, the reviewers also found
Make-Up reports issued on 12/7/04, 12/8/04, 12/9/04 and 12/10/04, all approved for make-up of
the Business Engiish class the student missed on 12/2/04, for a total of five make-up hours. The
Class Attendance Roster indicates that the student was absent that date, but that class was only
offered for two hours on 12/2/04.
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The reviewers also found many examples of conflicting information, as described in the cases
above, for student #25. In addition, the reviewers found that this student was credited for
mutiple hours of make-up for the Internet course between 8/9/05 and 8/12/05, when the student
didn't begin the internet class until the week of 8/18/05.

Conflicting information regarding attendance was also found in student #32°s file.

Interviews with instructors who were assigned to monitor make-up sessions indicate that students
wolild sometimes arrive without specific work assignments. In such cases the instructors
indicated that they would assign some work or projects that were applicable to the course the
student needed to make-up hours for, although they could not be sure that it had anything to do
with the specific part of the coursewoerk the student had missed.

The pervasive nature of this finding in the sample of students tested for this issue calls into
question the number of hours completed by students as reported in Franklin's records. For Title
IV purposes, this has the greatest possible implications for determining whether returns are due
to the programs for students who did not complete their programs.

Directives from Program Review Report:

This issue was discussed with schoo! officials during the program review. Franklin undertook a
seif-study based on the preliminary discussion to determine the potential impact of the
deficiencies. The resulting report submitted by Franklin was not useful, as it did not address all
issues discussed in the requirements stated for this finding.

As a result of this finding, Franklin was required to perform a review of files for all Title IV
recipients who attended the institution for the 2004/05 and 2005/06 award years, and did not
complete their programs. Franklin was directed to evaluate the documentation of the make-up
hours based on the issues described above, and to consider any other questionable
circumstances not uncovered in our limited review. Franklin was instructed to identify criteria for
determining which hours are invalid, and share that information with this office. Franklin was then
required to apply the agreed-upon criteria to ascertain the appropriate number of hours
completed for this group of students, and determine if there are any resulting funds to be returned
to the Title IV programs,

Final Determination:

The institution provided the file review for all Title IV recipients who attended the institution for the
2004/05 and 2005/06 award years, and did not complete their programs. The resulting liabilities
associated with this violation are discussed in Finding 4.

Finding #4: Incorrect Calculation of Return to Title IV
Noncompliance:

When a student withdraws prior to the completion of his/her program of study, the school must
determine if the amount of Title IV assistance disbursed to the student exceeded the amount of
Title IV funds earned as of the date of the student’s withdrawal. 34 C.F.R § 668.22(e). The
percentage of Title IV grant or loan assistance that has been earned by the student is equal to the
percentage of the payment peried or period of enroliment that the student completed as of the
student's withdrawal date. 34 C.F.R. § 668.22(e)(2). For a program such as Frankiin's that is
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measured in clock hours, the percentage completed is determined by dividing the total number of
clock hours in the payment period or period of enroliment into the number of clock hours
scheduled to be completed as of the student’'s withdrawal date. The scheduled clock hours used
must be those established by the institution prior to the student's beginning class date for the
payment period or period of enroliment and must be cansistent with the published materials
describing the institution's programs, unless the schedule was modified prior to the student's
withdrawal. 34 C.F.R. § 668.22(f)(1){ii).

As set forth below, the Department found that Frankiin failed to accurately account for the number
of hours scheduled and completed hours for students who withdrew in their second and
subsequent payment periods.

Student #37 stopped attending schocl on 3/7/06. Franklin’s attendance system recorded that the
student had been present for 384.5 hours, and had been absent for 175.5 hours, for a total of 560
hours of instruction offered through the last date of attendance. The system also showed that the
student had completed 50 make-up hours.

Franklin has a 10% excused absence policy. Based on the combination of hours completed,
make-up hours, and excused absences, it was clear the student had entered her second payment
period before withdrawing. The issue is the number of hours completed in that second payment
period.

Franklin made the determination that the student had completed 110 hours in her second
payment period {560 hours offered — 450 hours in first payment period). Based on the 110
hours, Franklin determined that the student was eligible to receive a post-withdrawai
disbursement of $494 in Pell Grant funds for her second payment period. However, a closer
evaluation provides a different result. Completion of a payment period is based on clock hours
attended, with a reasonable allowance for excused absences. Therefore, Frankiin cannot
presume in its R2T4 calculations that the first 450 clock hours offered to a student encompasses
a complete payment period. Hours that the student was absent in the first payment period, in
excess of the number of hours made-up and the number of excused hours for the payment
period, should not be considered when determining when the student completed the payment
period.

Considering the 384 5 clock hours student #37 completed, 45 excused absences (10% of 450
hours in payment period), and 50 make-up hours, the student would have completed her first
payment period during the week of 2/13/06. Determining the exact date is difficult because
Franklin's computerized attendance system only records the total number of make-up hours, it
does not record the detail of the day the hours were completed. Based on this approximation, the
student only attended into the third week of her second payment period, encompassing a total of
53.5 clock hours of instruction offered.

Based on the student's enrollment for 53.5 clock hours in the second payment period, she would
have been eligible to receive a post-withdrawal disbursement of $129.60 in Pell Grant funds for
her second payment period, instead of the $494 disbursed by Franklin.

Similar errors were found with post withdrawal disbursements made for students #6, 18, and 39
that did not account for the actual point at which the student started their second payment
periods.

In addition, Franklin's records show that it determined oni 10/8/04 that Student #1 had dropped
out of school, with a 8/20/04 last date of attendance (LDA). An R2T4 calculation was performed
using the hours otfered through $/20/04. However, the computerized attendance summary for
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this student indicates the last date of program attendance during the week of 8/6/04 The
summary shows only 25 absent hours the week of 9/20/04, and 5 absent hours on 2/20/04.
Therefore, it appears as though hours of non-attendance after the student’s actual LDA were
improperly included in the R2T4 calculation.

Directives From Program Review Report:

Franklin’s process for performing R2T4 calculations involved the use of a privately-developed
automated worksheet. As described in this finding, it appears that this spreadsheet would
automatically use the bottom-fine total hours in the system, instead of performing the analysis
required to identify the specific point at which a student completed a payment period. This calls
into guestion whether accurate R2T4 calculations were performed for students whao Franklin
determined had cempleted their first payment period.

In response to this finding, Franklin was required to provide clarification of the process that has
been used for determining the completion percentages of students who withdrew from school,
from the 2004/05-award year to the present.

Due to the systemic and material nature of this finding, Franklin was required to perform a review
of all Title 1V recipients who withdrew from the school to determine whether additional returns of
funds are due to the Title IV programs. Franklin also needed to consider the issues related to
make-up hours discussed in finding #3 to ensure complete and accurate determinations are
made.

Franklin was also required to apprise this office of procedures implemented to ensure the
regulatory requirements will be met in the future.

Final Determination:

Franklin disagreed with the finding that it failed to accurately account for the number of hours
scheduled and completed for the students who withdrew in the second and subsequent payment
periods. Franklin believes that at all times its policies have complied with the statutory and
regulatory requirements for Return to Title IV calculations. In its response, Franklin stated that
"When determining when a student has completed a payment period for purposes of disbursing
aid to an enrolled student is governed by a separate set of rules and calculation than those
governing the determination of how much aid a student who has withdrawn has earned.”

The Department agrees that each process is governed by a separate set of rules and
calculations, however, the two processes are related 1o one another: and an institution must
determine how much of a payment period the student completed before it can calculate the
Return fo Title IV funds.

Franklin provided the required file review. The results are attached as Appendix E.

Based on this information the school is required to repay $93,840.00 to the Title IV programs.
Liabilities of $37,528.14 were established for 63 students in this finding that are also included in
the students liabilities established under Finding #1. Those duplicated amounts will be removed
in the summary of liabilities table.

instructions for payment of liabiiities are included in the Payment Instruction section of this report.
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Finding #5: Improper Disbursement of Title IV Funds
Noncompliance:

An institution must disburse Title |V funds on a payment period basis. The first payment period
for an eligible program that measures programs in clock hours, and is one academic year or less
in length, equals the period of time in which the student completes the first half of the number of
clock hours in the program. The second payment pericd is the period of time in which the student
completes the program. 34 C.F.R. § 668.4(c){1). For a student enrolled in an eligible program
that is more than one academic year in length, the first payment period for the first academic year
and any subsequent full academic year is the period of time in which the student successfully
completes half of the number of credit hours or clock hours, as applicable, in the academic year
and half of the number of weeks of instructional time in the academic year. The second payment
period is the period of time in which the student successfully completes the academic year. 34
C.F.R. § 668.4{c)(1).

An institution may disburse funds to a student for a payment period only if the student enrolled in

classes for that payment period, and is eligible to receive those funds. 34 C.F.R. § 668.164(b){1).
A school may not credit a student's account or release the proceeds of a loan to a student who is
on a leave of absence. 34 CFR 868.604(c)(4).

The reviewers found that Franklin was not complying with Title IV disbursement provisions.

Franklin disbursed $2025 in Pell Grant funds to student #28 for her second payment period on
1/20/06. However, the student was on a leave of absence (LOA) that began 12/15/05. The
student never returned from the LOA, and Franklin subseguently returned the funds to the
program on 7/10/06.

In addition, the student had completed only 321.5 hours at the time of the disbursement. Even
allowing for a maximum of 10% excused absences {45 hours), the student had not completed her
first payment period of 450 hours. it appears that the disbursement was paid based on the total
number of hours offered, instead of the hours completed.

Student #30 stopped attending schoal on 4/17/086, after completing 397 5 clock hours, including
make-up hours. Frankiin performed an R2T4 calculation and determined that, because the
student had been offered a total of 567 hours of instruction before he withdrew, he was entitled to
a partial disbursement of Pell Grant funds for a second payment period. However, even allowing
for excused absences, the student had not compieted his first payment period, and was not
eligibte for any further disbursements.

Directives From Program Review Report:

Franklin was infermed that this issue was related to those discussed in findings # 3 and 4.
Therefore, the resolution of this finding was addressed in the requirements for those findings.

Final Determination:

Franklin acknowledged the error in disbursing aid to the two students cited in this finding.
Students #28 and #30 withdrew before completing their first payment period and shouid not have
received their second disbursement. Frankiin also asserted that the examples noted in this
finding were individual instances of miscalculation, and claimed that there was no relation
between these cases and Finding #4, which documented that the institution failed to consider
whether students had completed their payment periods when performing R2T4 calculaticns.
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Franklin is liable for a $527 ineligible Pell Grant disbursement paid to student #30.

Liabilities of $527 were also established for student #30 in Finding #4; that amount is included in
the student liabilities for this finding, however, those duplicated amounts will be removed in the
summary of liabilities table.

Finding #6: Incomplete Verification
The finding has been resolved for student 28.
Noncompliance:

An institution is responsible for verifying all required information submitted by applicants for
student financiat assistance in connection with the calculation of their expected family
contributions (EFC) for Title [V assistance. See 34 C.F.R. §§ 668 .51{(a), 668 56(A)(1)(2)(3)(4),
668.57(a){b)(c){d). An institution is responsible for ensuring that applicant information is updated
when changes occur, for resclving conflicting information discovered during verification, and for
using corrections to data originally reported to determine whether student eligibility would be
impacted. 34 C.F.R. §§ 668.55(a)(1)(i}ii).668.59(a)-(e).

The reviewers found cases where Franklin failed to complete verification requirements for
students.

Student #15's {SIR for the 2004/05 award year was selected for verification. The file contained a
copy of her parents’ 2003 tax return, which identified $9,325 in pensions and annuities on line
16a that were not taxed. This amount should have been reporied on the ISIR at line 79, unless
the amount on line 16a was a pension rollover. However, there was no documentation in the fite
indicating a roflover, and there was no income reported on line 79.

Student #37’s 2005/06 ISIR was selected for verification. Franklin collected a copy of her
parent’s tax return, and a verification worksheet that confirmed the members of the parent's
household reperted on the ISIR. However, Section C of the verification worksheet was blank.
Section C is where the student would confirm whether they filed a tax return, and alsc report any
income or benefits they received in 2004

Directives From Program Review Report;

In response to this finding, Franklin was instructed to apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future. In addition, Franklin
was reguired te review the files for the students discussed in this finding to determine whether the
students were eligible for all Title IV funds disbursed. Franklin was informed that it could attempt
to collect any missing decumentation and perform all required need analyses to confirm students’
eligibility if information was revised as a result of verification. The institution was also informed
that it would be liable for the amounts of any awards in excess of students’ revised need, and for
all Titte IV funds awarded to the student in the applicable award year if the required
documentation was not ¢collected. Franklin was to provide copies of all documentation collected
and all recalculations performed. In cases where information on verification worksheets was
revised, the changes were to be initialed and the worksheets signed again by the required
persons. Franklin was required to report the total amount of ineligible Title IV funds disbursed to
the students.
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Final Determination:

Student 15 - Frankiin agreed there was an error in regard to the verification process for Student
15. Franklin corrected the error and conducted a needs analysis with the correct information. The
result was a change in the Expected Family Contribution from $1847 to $3677. The Federal Pell
Grant award decreased from $1467 to $400. Franklin is responsible for the $1067 overaward.

Student 37 - The Department found that section C of Student 37's verification worksheet was left
blank. Section C confirms whether the student filed a tax return and reported any income or
benefits for the previous year. Franklin noted that during the verification process they confirmed
the student did not earn any income and the student inadvertently failed to check the box
indicating that no tax return was filed, and that no recalculation of the award was required.

Franklin stated that it determined that the student did not earn any income for the year in
question, but it failed to provide any documentation from the student to verify that fact.
Therefore, the institution’s assertion that it had confirmed the student did not earn any income
cannot be documented. Without the required verification, student #37 is not eligible for any of
the funds disbursed, in the following amounts:

Pell Grant — 1% Disbursement  $2.025
Peil Grant — 2™ Disbursement 494

The reviewers noted that the $494 2™ disbursement was identified as a liability in the file review
performed for Finding #4.

The total liability for this finding is $3,586.

Liabilities of $494 were established for student #37 in Finding #4, and liabitities of $2 519 were
established in Finding #7. Pell Grant liabilities of $1,467 were established for student #15 in
Finding #7. These amounts are included in the student liabilities for this finding hawever, those
duplicated amounts will be removed in the summary of liabilities table.

Finding #7: Conflicting Information

The finding has been resolved for students 28 and 31.

Noncompliance:

An institution is required to develop and apply an adequate system to identify and resolve
discrepancies in the information that the institution receives from different sources with respect to

the student's application for financial aid under Title IV programs. 34 C F.R. § 668.16(f).

The reviewers found instances where Franklin failed to resolve conflicting information in students’
records relating to the eligibility for Title 1V funds.

Student #15 completed her Student Profile Form indicating that she was employed in 2004,
but she reported that she had no income in 2004.

Student #37’s ISIR, based on a FAFSA signed on 9/7/05, indicates that she was an unmarried
student, and dependent an her parent. However, the student reported on her Career Interview
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Appiication, which was completed on 9/8/05, that she was married. If the student were actually
married at the time she completed the FAFSA, she would have been considered independent,
and would have been required to report her spouse’s income.

Directives From Program Review Report:

In response to this finding, Franklin was required to apprise this office of procedures implemented
te ensure the regulatory requirements would be met in the future. Franklin was also instructed to
provide documentation confirming the resolution of the issues identified for the students
discussed, including any required need analysis recalculations of the students’ Title IV eligibility,
and any impact on awards.

Final Determination:

Franklin confirmed that the conflicting information for students # 15 and #37 could not be
resoived, and accepted the liakility for these students.

The liabilities for this finding are as follows:

Student#15  $1467 Pell Grant, 1019 FWS (75% of $1359)
Student#37  $2519 Pell Grant

Total liabilities for this finding is $3,986 Pell Grant, $1,019 FWS

Pell Grant liabilities of $494 were established for student #37 in Finding #4, and liabiiities of
32,519 were established in Finding #6. Pell Grant liabilities of $1,467 were also established for
student #15 in Finding #6. These amounts are included in the student liabilities for this finding,
however, those duplicated amounts will be removed in the summary of liabilities table.

instructions for payment of fiabilities are included in the Payment Instruction section of this report.

Finding #9: Documentation of Student Etigibility for FWS Employment
Noncompliance:

A student at an institution of higher education is eligible to receive part-time employment under
the FWS program for an award year if the student meets student eligibility requirements and is
enrolled or accepted for enrcliment as an undergraduate, graduate or professional student at the
institution. 34 C.F.R. §675.9.

Frankiin's records indicated that student #25 completed her program on 3/24/06, with the end of
her externship. However, the student continued to work in her position at Franklin from 4/4/06
through 4/28/06. Unless the student's program of study was extended beyond 3/24/06, the
student was not eligible to receive FWS funds for work performed beyond that date. Franklin was
asked to ciarify the date the student completed the program, but the school only provided a copy
of & diploma, indicating that it was issued in April 2006.

Directives From Program Review Report:
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In response o this finding, Franklin was required to confirm the date that the student completed
her program of study.

Final Determination:

Franklin stated that Student #25 officially graduated on April 7, 2008, with her last scheduled day
of attendance being March 31, 2006. She was offered full time employment beginning May 1,
2006 and asked to continue to work at the school through the month of Aprit. The schoo! stated
that the student's request for FWS was granted without realizing the student had officially
graduated. The student continued to be compensated with FWS funds in error.

Franklin is liable for the federal share of the FWS funds disbursed after the student had
compieted their program of study. The calculated liability is based on 75% of the $ 352.50 the
student received for the month of April, 2008, or $2684.38. Franklin is also liable for $14.85
interest for a total of $280.23.

Instructions for payment of liabilties are included in the Payment Instruction section of this report.

Finding #11: Documentation of Eligibility for SEOG Award/Disbursement
This finding has been resolved for students 15 and 35.
Noncompliance:

A student is eligible to receive an FSEQG for an award year if the student meets the relevant
student eligibility requirements, and is enrolled or accepted for enrollment as an undergraduate
student at the institution. 34 C.F.R. § 676.9. in selecting among eligible students for FSEQG
awards in each award year, an institution shall select those students with the lowest expected
family contributions who will also receive Federal Pell Grants in that year. 34 C.F.R. § 876.10
@q1).

Reviewers were not able to find decumentation supporting FSEQOG awards to some students in
the program review sample.

Student #32 dropped out of school on 5/3/06. Frankiin made two FSEQG dishursements of $200
each on 5/15/06. The latest award letter found in the student’s file was dated 5/1/06. and did not
indicate any FSEOG awards for this student.

Directives From Program Review Report:

In response to this finding, Franklin was required to provide documentation to show that the
FSEOG funds were awarded to the students identified while they were still enrolied ard attending
classes in their programs of study. Franklin was also required to provide documentation of its
awarding FSEQG awarding procedures, including the timeframes when awards are made to
students.
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Final Determination;

Franklin agrees with Finding 11 as it relates to Student 32. Student 32 was mistakeniy awarded
$400 in FSEOG after her last date of attendance. Franklin is therefore liable for the federai share
of the award, or $300.

Franklin stated that they have updated their data processing system. FSEOG is now dishursed to
students at the beginning of each award year. Frankiin believes the new data processing system
is an asset in ensuring all awards have been made while the students were still in school.
Franklin included copies of its FSEQG awarding procedures as well as its overall packaging
procedures.

Instructions for repayment are provided in the Payment Instructions Section of this FPRD.
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Duplicate Liabilities:

The Actual Liabilities table above contains duplicate liabilities. The Established Liabilities table
reflects adjustments made to remove all duplicate liabilities as described in Findings # 1, 4. 5 and
7.

E. Payment Instructions

1. Liabilities Owed to the Department

Liabilities Owed to the Department $100,000 or More

Franklin owes to the Department $1,209,210. This liability must be paid using an electronic
transter of funds through the Treasury Financial Communications System, which is known as
FEDWIRE. Franklin must make this transfer within 45 days of the date of this letter. This
repayment through FEDWIRE is made via the Federal Reserve Bank in New York. If Franklin
bank does not maintain an account at the Federal Reserve Bank, it must use the services of a
correspondent bank when making the payments through FEDWIRE.

Any liability of $100,000 or more identified through a program review must be repaid to the
Department via FEDWIRE  The Department is unable to accept any other method of payment in
satisfaction of these liabiiities.

Payment and/or adjustments made via G5 will not be accepted as payment of this liability.
Instead, the school must first make any required adjustments in COD as required by the
applicable finding(s) and Section Il - Instructions by Titfe IV, HEA Program (below), remit
payment, and upon receipt of payment the Department will apply the funds to the
appropriate G§ award (if applicable).

Instructions for completing the electronic fund transfer message format are included on the
attached FEBWIRE form.

Terms of Payment

As a result of this final determination, the Department has created a receivable for this liability
and payment must be received by the Department within 45 days of the date of this letter. If
payment is not received within the 45-day period, interest will accrue in monthly increments from
the date of this determination, on the amounts owed to the Department, at the current value of
funds rate in effect as established by the Treasury Department, until the date of receipt of the
payment. Franklin is also responsible for repaying any interest that accrues. If you have any
questions regarding interest accruals or payment credits, contact the Department's Accounts
Receivable Group at (202) 245-8080 and ask to speak to Franklin's account representative.

If full payment cannot be made within 45 days of the date of this letter, contact the Department's
Accounts Receivable Group to apply for a payment plan. Interest charges and other conditions
apply. Written request may be sent to:

U.8. Department of Education

QOCFO Financial Management Operations
Accounts Receivabie Group

550 12th Street, SW. Room 6114
Washington, DC 20202-4461
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If within 45 days of the date of this letter, Franklin has neither made payment in accordance with
these instructions nor entered into an arrangement to repay the liability under terms satisfactory
to the Department, the Department intends to collect the amount due and payable by
administraltive offset against paymenis due Franklin from the Federal Government. =ranklin may
object to the collection by offset only by challenging the existence or amount of the debt.
To challenge the debt, Franklin must timely appeal this determination under the procedures
described in the "Appeal Procedures” section of the cover letter  The Department will use those
procedures to consider any objection to offset. No separate appeal opportunity will be
provided. If atimely appeal is filed, the Department will defer offset until completion of the
appeal, unfess the Department determines that offset is necessary as provided at 34 CF R. §
30.28. This debt may also be referred to the Department of the Treasury for further action as
authorized by the Debt Collection Improvement Act of 1896

2. Pell Grant — Cancelled Award Year

Finding{s}). #1,2 4 and7
Appendices: D, E&F

Franklin must repay:

i ~_PellGrant Cancelled Award Year - B
i Amount 1 Amount Title IV Grant Award Year
| {Principai) {Interest) N :
i $403,189 : $15,448 PellGrant | 2004/05
i $750,484 | 29,188 Pell Grant ) 2005/06
$ B5565 684 Pell Grant _ 2006/07
Total Principal Tota! Interest I UTEPR I '
31,162,238 %45 318

The liability above is for award years 5 years or older and student adjustments in the Common
Origination and Disbursement (COD) system are no longer possible. Instead, the funds will be
returned to the general program fund for the applicable Title IV program.
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Randy Rock, President Overnight Mail, Tracking # 8693 2081 9943
Franklin Career Institute

91 North Franklin Street

Hempstead, NY, 11550-3003

RE: Program Review Report
OPE ID: 033283
PRCN: 200640225454

Dear Mr. Rock:

From August 21, 2006 through November 30, 2006, Chnostopher Curry, Jane Eldred, and Teresa
Martinez conducted a review of Franklin Career Institute’s {(Franklin’s) administration of the
programs authorized pursuant to Title IV of the Higher Education Act of 1965, as amended, 20
U.S.C. §§ 1070 et seq. (Title IV, HEA programs). The findings of that review are presented in
the enclosed report,

Findings of noncormpliance are referenced to the applicable statutes and regulations and specify
the action required to comply with the statute and regulations. Please review the report and
respond to each finding, indicating the corrective actions taken by Franklin, The institution’s
response should be sent directly to Christopher Curry of this office within 30 calendar days of
receipt of this letter. Please see the enclosure Protection of Personally Identifiable Informaticn
(PID) for instructions regarding submission of required data / documents containing PII.

Record Retention:

Program records relating to the period covered by the program review must be retained unti! the
later of: resolution of the loans, claims or expenditures questioned in the program review; or the
end of the retention period otherwise applicable to the record under 34 C.F.R. § 668.24(e).

Federal Student Aid. School Participation Tear — New York/Boston
32 OMd Slip, 25" Floor, New York, NY 10005
www FederalSmudentAid.ed.gov

FEDERAL STUDENT AIDZESESTART HERE. GO FURTHER.
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We would like to express our appreciation for the courtesy and cooperation extended durning the
review. Please refer to the above Program Review Control Number (PRCN) in all
correspondence relating to this report. If you have any questions concerning this report, please
contact Christopher Curry at 646-428-3738 or Christopher.Curry@ed.gov.

Sincerely,

(b))

Betty Coughlin ﬂ

Team Leader
cc: Paula Jones, Financial Aid Administrator

Enclosure:
Protection of Personally Identifiable Information

bee: Reading file, Correspondence file, Betty Coughlin, Christopher curry, ERM
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Prepared for S8 [FEDERAL STUDENT ALD
Frankliin Career Institute

OPE ID: 033283
PRCN: 200640225454

Prepared by

. .-U.8. Department of Education

Federal Student Aid

School Participation Team — New York/Boston

Program Review Report
April 20, 2009

32 Oid Slip, 25% Floor, New York, NY 10005
www.FederalStudentAid.ed.gov |
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B. Scope of Review

The U.S. Department of Education {the Department) conducted a program review at
Franklin Career Instrtute (Franklin) from August 21, 2006 1o November 30, 2036. The
review was conducted by Christopher Curry, Jane Eldred, and Teresa Martinez.

The focus of the review was to determine Franklin’s compliance with the statutes and
federal regulations as they pertain to the institution's administration of Title [V programs,
The review consisted of, but was not limited to, an examination of Franklin's policies and
procedures regarding institutional and student eligibility, individual student financial aid

and academic files, attendance records, student account ledgers, and fiscal records.
. ~

A sample of 37 files was identified for review from the 2004/05 and 2005/06 award
years. The files were selected randomly from a statistical sample of the total population
receiving Title IV, HEA program funds for each award year. In addition, nine {iles were
selected based an expanded review of Title IV recipients enrelled in the ESL program.
Appendix A lists the names and partial social security numbers of the students whose
files were examined during the program review.

Disclaimer:

Although the review was thorgugh, # cannot be assumed to be all-inclusive. The absence
of statements in the report concerning Franklin’s specific practices and procedures must
not be construed as acceptance, approval, or endorsement of those specific practices and
procedures. Furthermore, it does not relieve Franklin of its obligation to comply with alt
of the statutory or regulatory provisions governing the Title IV, HEA programs.

This report reflects initial findings. These findings are not final. The Department will
issue its final findings in a subsequent Final Program Review Determination letter,

C. Findings

During the review, several areas of noncompliance were noted. Findings of
noncompliance are referenced to the applicable statutes and regulations and specify the
actions to be taken by Franklin to bring operations of the financial aid programs into
compliance with the statutes and regulations.
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Finding #1: Improper Administration of Ability to Benefit Tests
Citation: The Title IV regulations at 34 C.F.R. § 668.151 establish that:

(a)}(1) To establish a student’s eligibility for Title IV, HEA program funds under this
subpart, if a student has not passed an approved state test, under §668.143, an institution
must select a certified test administrator to give an approved test.

(b) The Secretary considers that a test 1s independently administered if the test is—

{2) Given by a test administrator who—

(1) Has no current or prior financial or ownership interest in the institution, its affiliates,
or its parent corporation, other than the mterest obtained through its agreement to
administer the test, and has no controlling interest in any other educational institution;

“(31) Is nbt a current or former employee of or consulitant to the institution, its affihates, or

its parent corporation, a person 1n control of another institution, or 2 member of the
family of any of these individuals;

(11} [s not a current or former member of the hoard of directors, a current or former
employee of or a consultant to a member of the board of directors, chief executive
officer, chief financial officer of the institution or its parent corporation or at any other
institution, or a member of the family of any of the above individuals,

Noncompliance: The reviewers were informed that Franklin employed Vocational
Educational Testing, Inc. as its independent third-party tester for administration of the
ability to benefit (ATB) tests for students enrolled at the institution, until that entity was
dissolved in Apnl 2006, After that, Franklin used Galina Fridman, who that had been an
employee of Vocational Educational Testing, Inc before it dissolved, as its independent
test administrator.

Reviewers asked for a copy of Ms. Fridman's contract with Franklin, and were told that
there was no contract, and that Ms. Fridman was paid through Franklin's payroll.
Franklin’s records contained a New Employee Data Sheet for Ms. Fridman indicating a
9/1/05 “starting date of employment”.

Dunng the course of discussions with school officials, the reviewers were informed that
Vocational Educational Testing, Inc. was owned by Lydia Rock, the wife of Franklin's
president. Further research confirmed that Ms. Rock was the Chairman of the Board for
Vocational Educational Testing, Inc. In addition, Lydia Rock is identified as a member
of Franklin’s Board of Trustees. As such, any employee or former employee of
Vocational Educational Testing, Inc. would not meet the criteria or an independent test
administrator as specified in regulation,

Additionally, Franklin submitted information arguing that the inclusion of a person on the
payrell would not make Ms. Fndman an employee of Franklin, since they claim that she
was not eligible for any benefits of a “regular” employee, such as health insurance, paid
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holidays, etc. However, this office has confirmed with the Department’s Office of
General Counsel that this argument is not sufficient to demonstrate Ms. Fridman’s
independence.

Required Action: Any ATB tests administered to Franklin students by Vocational
Educational Testing, In¢, and former employees of that entity are considered invalid due
to the lack of an independent relationship.

In response to this finding, Franklin must provide a list of all Title IV recipients who
were admitted and were determined ta be eligible for Title IV funds under the ATB
provisions for the 2004/05 award year to the present. Franklin must also provide
documentation for all persons who have administered the ATB tests at the institution

" since the program review was conducled, including approvals from the testing agency,

where applicable. Franklin must also provide certifications whether any of those test
administrators met the regulatory criteria described in the above citation, and provide the
most current contact information for any of those individuals.

Franklin will be required to identify any Title IV funds disbursed to students who were
admitted based on ATB tests that were not administered by persons who met the
independent tester criteria. The required format and timeframes will be provided upon
review of the institution’s response to this finding.

Finding #2: Inadequate Documentation of Student Eligibility for ESL Program

Citation: Under the provisions of 668.1(j}, in addition 10 satisfying the relevant
provisions of this section, an educational program that consists solely of instruction in
ESL qualifies as an eligible program if—

(1)(1) The institution admits to the program enly students who the institution determines
need the ESL instruction to use already existing knowledge, training, or skills; and

(11) The program: leads to a degree, certificate, or other recognized educational credential,
{2) An institution shall document its determination that ESL instruction is necessary to
enable each student enrolled in its ESL program to use already existing knowledge,
training, or skitls with regard to the students that it admits to its ESL program under
paragraph (3){(1)(1) of this section.

Noncompliance: The reviewers found cases where there was inadequate documentation
that students enroiled in the ESL program was pursuing the program to use already
existing knowledge, training, or skills. The reviewers did not find any specific notations
by institutional officials documenting its determinations for any of the students sampled,
as specified in regulation,
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For example, student #46 indicated on his Career Interview Application {CIA) form that
he was employed in “Cleaning” field. In the section where the student is asked to list the
reason why they want to continue their education, the student indicated that, “I would like
to learn English to help my child with her homework”. There was no other
documentation in the folder clarifying any other knowledge, skill or training for which
the student wanted to improve his English. '

Student #45 filled out the employment section of her English as a Second Language
Program Application Supplement (ESL-PAS), indicating that she was employed in the
Homecare field. She wrote on her CIA form that the reason she wanted to continue her
application was “to learn English to heip my son”.

" Studerit #43 indicated on her ESL-PAS that she had been a family home-keeper for the
past year, but she did not list any reason for continuing her education on the CIA form.

Student #41’s records did not identify any prior training or employment, only indicating
on the CIA form that his reason for continuing his education was to learn English.

Student #42's file did not contain any information about employment history, and there
was only a Student Profile form that listed some of the subjects she studied in high schoo!
in Russia. Therefore, it is unclear what existing knowledge, training, or skills the student
possessed.

The required documentation was also lacking for student #39.

When questioned about the lack of specific documentation, institutional officials stated
that the implication could be drawn from the student’s current employment. However, as
noted in the above citation, Franklin is required to document its determination that ESL
instruction is necessary to enable each student enrolling in its ESL program to use already
existing knowledge, training, or skills. Furthermore, the informatiori provided by some
students discussed in this finding appears to indicate personal reasons for improving their
English skills.

Required Action: As a result of this finding, Franklin must review the files for all Title
IV reciprents who were enrolled in the ESL program for the 2004/05 and 2005/06 award
years. In response, Franklin must provide copies of any documentation that was
collected, at the time students were enrolled, that documents the students’ reasons for
enrolling in the program, and the institution’s evatuation of that information. The
response must also include the most current contact information for these students.
Franklin will be apprised of any additional requirements upon review of the response to
this finding,
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Franklin must also develop and implement procedures for collecting the required
information from students as well as documenting the institution’s determinations as
required in regulations, and provide this office with copies of those procedures.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.

Finding #3: Inadequate/Conflicting Attendance Records

Citation: The records that an institution must maintain in order to comply with the
provisions of this section include but are not limited to documentatton of each student’s
" or parefit borrower’s eligibility for Title IV funds. At a clock-hour school, this includes
attendance records to document that the appropriate number of clock hours were offered
or completed. 34 C.F.R. § 668.24(c){iti)

Regulations define a clock hour as: a penod of time consisting of—

(1) A 50- 1o 60-minute class, lecture, or recitation in a 60-minute period;

(2) A 50- to 60-minute faculty-supervised laboratory, shop training, or internship i a 60-
minute peniod. 34 C.F.R. § 600.2

Noncompliance: The reviewers found numercus guestions and conflicts when reviewing
the attendance records at Franklin.

Students who are absent from class at Franklin arc allowed to make-up hours at pre-
scheduled make-up sessions. The studenis are required to fill out Make-Up Reports
identifying the date(s) that they were absent, the Subject/Class, and the number of hours
that are being made up. An instructor would sign-off on these forms, and assign the
appropriate work to the students. However, reviewers noted numerous discrepancies
when testing the backup documentation for make-up hours reported on students’
computerized Attendance Summary reports.

Student #37’s records contain a Make-Up Report indicating that she received credit for
three hours of make-up in the Medical Billing class for an extra-credit report on 2/14/06,
The student also received credit for nine make-up hours in the Microsoft Word class on
1/5/06, for a “Tables Project”. Other Make-Up Reports were found for this student for
apparent projects were approved on 2/10/06 (2.5 hours), 1/3/06 (4.5 hours}, and 1/3/06
again {5 hours). In all, the student received approval for a total of 10 make-up hours on
1/3/06. Also, most of the projects approved on 1/3/06 were identified as make-up for a
class absence on 10/8/05 and 10/10/03, apparently for a class the student had completed
and received an “A” grade back in October 2005. Based on this information, it is
questionable whether most of the make-up hours recorded for this student involved direct
faculty supervision. -
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Furthermore, the reviewers found two Make-Up Reports, both of them reporting work the
student claimed that she performed between 7 PM and 7:30 PM on 1/19/06, receiving
credit for half-hour make-up for two different classes on different days.

These make-up hours were added into Franklin’s computerized attendance system, and
were included in determining the total number of hours the student compieted. This
student stopped attending Franklin on 3/7/08, after completing 384.5 hours of 560 hour
offered in her program. The 50.5 hours of make-up entered into the computerized
attendance system were added to the actual recorded hours present, resuiting in the
student being identificd as having completed 436 hours of instruction. The implications
of guestionable make-up hours relating to disbursements of funds to students and R2T4
calculdtions are further discussed in findings #4 and 5.

Student #17's records contained a Make-Up Report showing that the student made up
one hour of a class he missed in Business English on 1/13/05. However, Franklin’s Class
Attendance Roster shows the student was present for that class that whole week. In
addition, the Make-Up report was issued on 1/12/05, apparently indicating the student
was approved to make-up a class that had not yet been offered. Similar discrepancies
were also found for this student for make-up hours approved on 12/20/04, 12/21/04,
1/3/03, and 1/14/05.

The records also contained a Make-Up Report for the Business English class the student
missed on 12/2/04. This Make-Up Report was issued on 12/6/04, However, the
reviewers also found Make-Up reports issued on 12/7/04, 12/8/04, 12/9/04 and 12/10/04,
all approved for make-up of the Business English class the student missed on 12/2/04, for
a total of five make-up hours. The Class Attendance Roster indicates that the student was
absent that date, but that class was only offered for two hours on 12/2/04.

The reviewers also found many examples of conflicting information, as described in the
cases above, for student #25. In addition, the reviewers found that this student was
credited for multiple hours of make-up for the Internet course between 8/9/05 and
8/12/05, when the student didn’t begin the Internet class until the week of 8/18/05.

Conflicting information regarding attendance was also found in student #32’s file.

Interviews with instructors who were assigned to monitor make-up sessions indicate that
students would sometimes arrive without specific work assignments. In such cases the
instructors indicated that they would assign some or projects that were applicable to the
course the student needed to make-up hours for, although they could not be sure that it
had anything to do with the specific part of the coursework the student had missed.
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Required Action: The pervasive nature of this finding in the sample of students tested
for this issue calls into question the number of hours completed by students as reported in
Franklin’s records. For Title IV purposes, this has greatest possible implications for
determining whether returns are due to the programs for students who did not complete
their programs.

This issue was discussed with school officials during the program review. Franklin
undertook z self-study based on the preliminary discussion to determine the potential
impact of the deficiencies. The resulting report submitied by Franklin was not useful, as
it did not address all issues discussed in the requirements stated for this finding.

As a result of this finding, Franklin must perform a review of file for all Title [V

" recipiefts who atiended the institution for the 2004/05 and 2003/06 award years, and did

not complete their programs, evaluating the documentation of the make-up hours based
on the issues described herein, as well as considering any other questionable
circumstances not uncovered in our limited review. Franklin must then identify criteria
for determining which hours are invalid, and share that information with this office.
Franklin will then apply the agreed-upon criteria to ascertain the appropniate number of
hours completed for this group of students, and determine if there are any resulting funds
to be returned to the Title IV programs.

The specific format for reporting program liabilities will be provided at a later date.

In immediate response to this finding, Franklin must apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future.

Due to the other possible implications of this finding on the students’ academic programs,
this issue is being referred to Franklin’s licensing and accrediting bodies.

Finding #4: Incorrect Calcutation of Return to Title IV

Citation: According to 34 C.F.R. § 668.22(e)(1), the amount of Title IV grant or loan
assistance that is eamed by the student is calculated by—

(i) Determining the percentage of Title IV grant or loan assistance that has been eamned
by the student, as described in paragraph (e)(2) of this section; and

(ii) Applying this percentage to the total amount of title [V grant or loan assistance that
was disbursed (and that could have been disbursed, as defined in paragraph (I)(1) of this
section) to the student, or on the student's behalf, for the payment period or period of
enrollment as of the student’s withdrawal date.

The pereentage of Title IV grant or loan assistance that has been eamed by the student
is— .
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(1) Equal to the percentage of the payment period or period of enroliment that the student
completed (as determined in accordance with paragraph (f) of this section) as of the
student's withdrawal date, 34 C.F.R. § 668.22(e}2)

Additionally, 34 C.F.R. § 668.22(f) specifies that, for purposes of paragraph (e)(2)(i) of
this section, the percentage of the payment period or period of enroliment completed is
determined-~—

(i1)(A} In the case of a program that is measured in clock hours, by dividing the total
number of clock hours in the payment period or period of enrollment into the number of
clock hours scheduled to be completed as of the student's withdrawal date.

(B) The scheduled clock hours used must be those established by the institution prior to
_ the student's beginning class date for the payment period or period of enrollment and

" must be consistent with the published materials describing the institution's programs,
unjess the schedute was madified prior to the student's withdrawal.

Noncompliance: Franklin failed to accurately acceunt for the number of hours scheduled
and completed for students who withdrew in their second and subsequent payment
periods.

Student #37 stopped attending schoot on 3/7/06. Franklin’s attendance system recorded
that the student had been present for 384.5 hours, and had been absent for 175.5 hours,
for a total of 560 hours of instruction offered through the last date of attendance. The
system also showed that the student had completed 50 make-up hours.

Frankim has a 10% excused absence policy. Based on the combination of hours
compieted, make-up hours, and excused absences, the student had obviously entered her
second payment period before withdrawing.

Franklin made the-determination that the student had completed 110 hours in her second
payment period (560 hours offered — 450 hours in first payment period). Based on the
110 hours, Franklin determined that the student was eligible to receive a post-withdrawal
disbursement of $494 in Pell Grant funds for her second payment pertod. However, a
closer evaluation provides a different result. Completion of a payment period is based on
clock hours attended, with a reasonable allowance for excused absences. Therefore,
Franklin cannot presume in its R2T4 calculations that the first 450 clock hours offered to
a student encompasses a complete payment period. Hours that the student was absent in
the first payment period, in excess of the number of hours made-up and the number of
excused hours for the payment period, should not be considered when determining when
the student completed the payment period.

Considening the 384.5 clock hours student #37 completed, 45 excused absences (10% of
450 hours in payment period), and 50 excused absences, the student would have
completed her first payment period during the week of 2/13/06. Determining the exact
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date is difficult because Franklin’s computerized attendance system only records the total
number of make-up hours, it does not record the detail of the day the hours were
completed. Based on this approximation, the student only attended into the third week of
her second payment period, encompassing a total of clock 53.5 hours of instruction
offered.

Based on the student’s enrollment for 33.5 clock hours in the second payment period, she
would have been eligible to receive a post-withdrawal disbursement of $129.60 in Pell
Grant funds for her second payment period, instead of the $494 disbursed by Franklin.

Franklin also made disbursements after performing R2T4 calculations for students #6,
18, and 39 that did not account for the actual point at which the student started their

" second payment periods.

Franklin's records show that it determined on 10/8/04 that Student #1 had dropped out of
school, with a $/20/04 last date of attendance (LDA). An R2T4 calculation was
performed using the hours offered through 9/20/04. However, the computerized
attendance summary for this student indicates the last date of program attendance during
the week of 9/6/04. The summary shows only 25 absent hours the week of 9/20/04, and §
absent hours on 2/20/04. Therefore, it appears as though hours of non-attendance after
the student’s actual LDA were improperly included in the R2T4 calculation.

Required Action: Franklin's process for performing R2T4 calculations involved the use
of a privately-developed automated worksheet. As described in this finding, it appears
that this spreadsheet would automatically use the bottom-line total hours in the system,
instead of performing the analysis required to identify the specific point at which 2
student completed a payment period. This calls into questions whether accurate R2T4
calculations were performed for students who Franklin determined had completed their
first payment period.

Therefore, in response to this finding, Franklin must provide clarification of the process
that has been used for determining the completion percentages of students who withdrew
from school, from the 2004/05 award year to the present.

Due to the systermnic and material nature of this finding, Franklin will be required to
perform a review of all Title IV recipients who withdrew from the school to determine
whether additional retumns of funds are due to the Title IV programs. Franklin will also
need to consider the issues discussed in finding #3 to ensure complete and accurate
determinations are made. Once Franklin has provided the required information, further
Instructions will be provided for the completion of the file review and determination of
the results.
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In immediate respense to this finding, Franklin must apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future. Franklin
will be apprised of any additional requirements upon review of the response to this
finding.

Finding #5: Improper Disbursement of Title IV Funds

Citation: An institution must disburse Title IV funds on a payment period basis. An
institation may disburse funds to a student for a payment period only if the student
enrolled in classes for that payment period, and is eligible to receive those funds. C.F.R.
§ 668.164(b)(1)

Regulations define how an institution must define its payment periods for purposes of
awardifig and disbursing Title 1V funds. 34 CFR § 668.4(c) specifies that the first
payment petiod for an chgible program that measures programs in clock hours, and is one
academic year or less in length, equals the period of time in which the student completes
the first half the number of clock hours in the program. The second payment period is the
period of time in which the student completes the program.

For a student enrolled in an cligible program that is more than onc academic year in
length, for the first academic year and any subsequent full academic year—

the first payment period is the period of time in which the student successfully completes
half of the number of credit hours or clock hours, as applicable, in the academic year and
half of the number of weeks of instructional time in the academic year; and

the second payment period is the period of time in which the student successfully
completes the academic year,

A school may not credit a student’s account or release the proceeds of a loan to a student
who is on a leave of absence (34 CFR 668.604(c)(4).

Noncompliance: Franklin disbursed $2025 in Pell Grant funds to student #28 for her
second payment period on 1/20/06, However, the student was on a leave of absence
(LOA) that began 12/15/05. The student never returned from the LOA, and Franklin
subsequently retumed the funds to the program on 7/10/06.

In addition, the student had completed only 321.5 hours at the time of the disbursement.
Even allowing for a maximum of 10% excused absence (435 hours), the student had not
completed her first payment period of 450 hours. It appears that the disbursement was
paid based on the total number of hours offered, instead of the hours completed.

Student #30 stopped attending school on 4/17/06, after completing 397.5 clock hours,
Including make-up hours. Franklin performed an R2T4 calculation and determined that,
because the student had been offered a total of 567 hours of instruction before he
withdrew, he was entitled to a partial disbursement of Pell Grant funds for a second
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payment period. However, even allowing for excused absences, the student had not
completed his first payment period, and was not eligible for any further disbursements.

Required Action: This issue appears to be related to those discussed in findings # 3 and
4. Therefore, the resolution of this finding should be addressed in the requirerments for
those findings.

Franklin will be apprised of any additional requirements upon review of the response to
those findings.

_ Finding #6: Incomplete Verification

Citation: An institution is responsible for verifying al! required information submitted
by applicants for student financial assistance in connection with the calculation of their
expected family contributions (EFC) for Title 1V assistance. 34 C.F.R. §668.51(a), 34
C.E.R. §668.36 (A)(1}(2)(3)(4), and C F R. 34 §668.57 (a)(b)c)(d). An institution is
responsible for updating information and resolving conflicting information under 34
C.F.R. §668.55(a)(1){(1)(ii) and using corrections to data originally reported to determine
whether student eligibility would be impacted, 34 C.F.R. 668.59 (a)(b)(c)(d)e).

Noncompliance: The reviewers found cases where Franklin failed to complete
verification requirements for students.

Student #15’s ISIR for the 2004/05 award year was selected for verification. The file
contained a copy of her parents’ 2003 1ax return, which identified $9,325 in pensions and
annuities on line 16a that were not taxed. This amount should have been reported on the
ISIR at line 79, uniess the amount on line 16a was a pension rellover. However, there
was no documentation in the fije indicating a rollover, and there was no income reported
on line 79.

Student #37’s 2005/06 ISIR was selected for verification. Franklin collected a copy of
her parent’s tax return, and a verification worksheet that confirmed the members of the
parent’s household reported on the ISIR. However, Section C of the verification
worksheet was blank. Section C is where the student would confirm whether they filed a
lax return, and also report any income or benefits they received in 2004,

Student #26 also failed 1o complete Section C on her 2005/06 verification worksheet
when she had reported on her FAFSA/ISIR that she had not filed an income tax return in
2004,

Required Action: In response to this finding, Franklin must apprise this office of
procedures implemented to ensure the regulatory requirements will be met in the future,
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In addition, Franklin must review the files for the students discussed in this finding to
determine whether the studenis were eligible for all Title IV funds disbursed. Franklin
may attempt to collect any missing documentation and perform all required need analyses
to confirm students’ eligibility if information was revised as a resuit of verification. The
nstitution is hiable for the amounts of any awards in excess of students’ revised need.

Franklin is liable for all Title IV funds awarded to the student in the applicable award
year if the required documentation cannot be collected. Frankiin must provide copies of
all documentation collected and all recalculations performed. Please note, in cases where
information on venfication worksheets is revised, the changes must be initialed and the

worksheets must be signed again by the required persons.
R [t

In response to this finding, Franklin must report the total amount of ineligible Title IV
funds disbursed to the students.

Instructions for the repayment of any liabilities will be provided in the Final Program
Review Determination {FPRD} letter. :

Finding #7: Conflicting Information

Citation: An institution is required to develop and apply an adequate system to identify
and resolve discrepancies in the information that the institution receives from different
sources with respect to the student’s application for financial aid under Title 1V
programs. 34 C.F.R. § 668.16(f).

Noncompliance: The reviewers found instances where Franklin fatied to resolve
conflicting information in students’ records relating to the eligibility for Title 1V funds.

Student #28 completed her Student Profile Form indicating that she was employed from
7/04 through 8/05, but she reported that she had no income in 2004,

A similar issue was noted for student #15.

Student #37°s [SIR, based on a FAFSA signed on 9/7/03, indicates that she was an
unmarrted student, and dependent on her parent. However, the student reported on her
Carecr Interview Application, which was completed on 9/6/05, that she was married. 1f
the student were actually married at the time she completed the FAFSA, she would have
been considered independent, and would have been required to report her spouse’s
ncome.
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Student #31’s 2005/06 ISIR indicated that she was unmarried; the ISIR was based on a
FASFA that was completed 4/24/06. She also checked that she was single on her Career
Interview Application, although it appears that she had originally checked that she was
marned, but that mark was removed. However, the Certification of Naturalization that
she submitied to document her citizenship identified that she was married. That
document was dated 2/18/06.

Required Action: In response to this finding, Franklin must apprise this office of
procedures implemented to ensure the regulatory requirements will be met in the future.

Franklin must aiso provide documentation confirming the resclution of the issues
identified for the students discussed above, including any required need analysis

" recalculations of the students’ Title 1V eligibility, and any impact on awards.

Any Title IV funds disbursed in excess of the students’ actual eligibility will be
institutional liabilities. Instructions for the repayment of any liabilities will be provided
in the Final Program Review Determination (FPRD) letter,

Franklin will be notified of any additional requirements afier this office has reviewed the
response 1o this finding,

Finding #8: Missing Authorization to Credit Federal Work Study Funds

Citation: Under the provisions of 34 C.F.R. § 675.16(a)(3)(iii), an institution may pay
Federal Work Study (FWS) funds to a student by crediting the student’s account at the
institution after obtaining the authorization described in paragraph {(a}(4)(i).

675.16(a)(4)(i) specifies that an institution must obtain a separate written authorization
from the student if the student is paid FWS compensation by—

(A) Crediting the student's account at the institution; or (B) Initiating an EFT to a bank
account designated by the student.

Noncompliance: Franklin failed to provide reviewers with specific authorizations for
students who had Federal Work Study (FWS) funds credited directly to their account at
the school. In response to requests for the authorization, Franklin provided copies of
Financial Aid Status & Waiver Forms. That form is used for students to authorize
retention of credit balances for students. There is no mention on that document of
specific authorizations by the student to credit FWS funds directly their account.

Required Action: Inresponse to this finding, Franklin must immediately develop and
utilize an appropriate authorization form for the credit of FWS funds directly to students’
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accounts at the institution. Franklin must provide a copy of the authorization in its
response to this report.

Finding #9: Documentation of Student Eligibility for FWS Employment

Citation: Regutations at 34 C.F R. § 675. 9 specify that a student at an institution of
higher education is eligible to receive part-time employment under the FWS program for
an award year if the student meets the relevant eligibility requirements contained in 34
CFR 668.32, and is enroited or accepted for enrollment as an undergraduate, graduate or
professional student at the institution.

"” Noncompliance: Franklin’s records indicated that student #25 completed her program
on 3/24/06, with the end of her externship. However, the student cantinued to work n
her position at Franklin from 4/4/06 through 4/28/06. Unless the student’s program of
study was extended beyond 3/24/06, the student was not eligible to receive FWS funds
for work perfarmed beyond that date. Franklin was asked to clarify the date the student
completed the program, but only provided a copy of a diploma, indicating that 12 was
issued in April 2006.

Required Action: In response to this finding, Franklin must confirm the date that the
student completed her program of study.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.

Finding #10: Inadequate Monitoring of FWS Empioyment

Citation: Regulations require that the student's work must be governed by employment
conditions, including pay, that are appropriate and reasonable in terms of any applicable
Federal, State, or local law. 34 C.F.R. 675.20(c}(1)(111)

An institution is responsible for ensuring that the student is paid for work performed. 34
C.F.R. 675.16(a)(10} :

Noncompliance: The reviewers noted situations where students” work periods appeared
t0 exceed New York State Labor Department guidelines concerning meal breaks and
consecutive hours of work. For example, student #11°s timesheets show that she worked
periods of more than five consecutive hours numerous times, with as many as eight
consecutive hours without a documented break. The student was employed on-campus at
Franklin. This office has been informed that New York State Labor Laws require that
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employees who work shifts of more than four hours during the day be provided a meal
break of at least 30 minutes.

It 1s unclear whether students were actually working extended periods without a break, or
were paid for scheduled breaks, which is not allowed under Title IV regulations.

The reviewers also noted that Franklin paid student #30 for 54.5 hours of work during
November 2005. However, the time sheet indicates that the student actually worked a
total of 59.5 hours that month.

Required Action: Franklin must take steps to ensure that all applicable rules and
_ guidelines are followed for students employed and receiving assistance under the FWS
" program.

In response to this finding, Franklin must clarify the circumstances of student #11°s work
penods. The institution must also apprise this office of changes that have been
implemented as a result of this finding.

Franklin must also confirm whether Student #30 was paid the correct amount for work
performed, and confirm to this office is additional payments are due to the student.
Franklin wili be apprised of any additional requirements upon review of the response to
this finding.

Finding #11: Documentation of Eligibility for SEQG Award/Disbursement

Citation: Regulations at 34 C.F.R. § 676.9 specify that a student is eligible to receive
FSEOQOG for an award year if the student meets the relevant eligibility requirements
contained in 34 CFR 668.32, and is enrolled or accepted for enrcllment as an
undergraduate student at the institution.

In selecting among eligible students for FSEQG awards in each award year, an institution
shall select those students with the lowest expected family contributions who will also
receive Federal Pell Grants in that year. 34 CF.R. § 676.10 (a)(1)

Noncompliance: Reviewers were not able to find documentation supporting FSEQG
awards to some students in the program review sample.

Student #15 finished her program on 11/28/05. The student’s ledger showed two
FSEOG disbursements of $1000 each were paid to the student’s account on 12/2/G5 and
5/15/06. The reviewers did not find any documentation in the student’s file showing
whether the funds were awarded to the student while she was still enrolled and eligible.
Further information was requested during the program review, but not was provided.
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The student also had an EFC that was higher than other students who were not awarded
FSEOG funds.

Student #32 dropped out of school on 5/3/06. Franklin made two FSEOG disbursements
of $200 each on 5/15/06. The latest award letter found in the student’s file was dated
5/1/06, and did not indicate any FSEOG awards for this student.

Student #35 completed her program on 5/29/06. The only documentation 1a her file
indicating an FSEOG award was an Award Notification dated 7/19/06.

Required Action: In response to this finding, Franklin must provide documentation to
show that the FSEOG funds were awarded to the students identified while they were still
enrolléd and attending classes in their programs of study. Franklin must also provide
documentation of its awarding FSEOG awarding procedures, including the timeframes
when awards are made to students.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.
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Franklin Career Institute
Response to Program Review Report: 200640225454

Submitted to:
Mr, Christopher Curry
Federal Student Aid
Scheol Participation Team — New York/Boston
U.S. Department of Education
32 Old Slip, 25th Floor
New York, NY 10005

During August 21, 2006-November 30, 2006, the United States Department of Education
conducted a program review at Franklin Career Institute (Franklin) to determine Franklin’s
compliance with the statutes and federal regulations as they pertain to the institution’s
administration of Title IV programs. A randomly selected statistical sarnple of 37 files was
reviewed from the 2004-2005 and 2005-2006 award years. Additionally nine files were selected
based on an expanded review of Title IV recipients enrolled in the ESL program and included,
resulling in a total of 46 student files included in the review,

The Program Review Report, PRCN 200640225454, (Report), issued April 20, 2009, includes
cleven initial findings. As detailed below, Fraoklin disagrees with nearly all of the reviewers’
findings—many of the findings reflecting a limited review of the available documentation and/or
a misunderstanding or misapplication of the law at issue. Each of the initial findings is discussed
in tum.

FINDING #1: Administration of Ability to Benefit Tests

At all times, Franklin has complied with federal requirements that an ability to benefit (ATB) test
be “independently administered”. The Report cites Franklin as failing to comply with the
independently administered requirement on the grounds that (i) a company Franklin used to
identify test administrators, Vocational Educational Testing, Inc. (VET), was allegedly not
independent of Franklin and that (ji) a test administrator Franklin used, was not
independent of Franklin because she had been an employee of VET and was later an employee of
Franklin while continuing to serve as an ATB test administrator. Frankin strongly disagrees
with this entire finding as demonstrated below.

A Frankdin's Use of VET Did Not Viclate the Requirement that the ATB Test Be
Independently Administered

The Report fails to identify any reason Franklin's relationship with VET created to a violation of
the independently administered requirements. The regulation governing the administration of




ATB tests, including the requirement that they be “independently administered”, is 34 CFR
668.15] and reads in pertinent part:

{b) The Secretary considers that a test is independently administered if the test
is—
(1) Given at an assessment center by a test administrator who is an employee of
the center; or
(2) Given by a test administrator who—

(1) Has no current or prior financial or ownership interest in the institution,
its affiliates, or its parent corporation, other than the interest obtained
through its agreement to administer the test, and has no controlling
interest in any other educational institution;

(i1) Is not a current or former employee of or consultant to the institution, its
affiliates, or its parent corporation, a person in control of another
institution, or a member of the family of any of these individuals.

(iil) Is not a current or former member of the board of directors, a current or
former employee of or a consultant to a member of the board of directors,
chief executive officer, chief financial officer of the institution or ifs
parent corporation or at any other institution, or a member of the family
of any of the above individuals; and

(1v) Is not a current or former student of the institution.

34 CFR 668.151(b)(2). The focus, then, in examining whether a test given at a location other
than an assessment center qualifies as “independently administered”, is on the independence of
the test administrator giving the test.' VET never served as Franklin’s test administrator but
rather as a contractor for identifying, recruiting, and contracting independent contractors to give
ATB tests at Franklin. The test administrators identified through VET that gave ATB tests at
Franklin were never empioyees of either VET or Franklin—rather, these three test administrators
were independent contractors through VET. At all times throughout their relationship with VET,
they remained independent contractors. Please see Attachments 1-A and 1-B, copies of the test
administrators’ 1099 tax forms reflecting their independent contractor relationship with VET
during the years at issue, 2004 and 2005 respectively.

Accordingly, the Report’s finding that “any employee or former employee of VET would not
meet the criteria or [sic.] an independent test administrator” is irrelevant because no employees
or former employess of VET ever administered any tests for Franklin, Test administrators
identified through VET were independent contractors, never employees, of VET. The Report
fails to identify or explain any rationale for how these independent contractors would fail to mest
the independence requirements.

5 (DNONEN s Vot an Employee of Franklin Under any Reasonably Applied Standard—
She at All Times Met the Independence Criteria

' While the independence of the test administrator is not the sole factor in determining whether an ATB test was
“independently administersd™, it {s the sole issue raised under Finding #1., 34 CFR 668.151(c) addresses certain
conditions in which the Secretary will consider a test to not be independently administered, but none of these
conditions are at issue in this case,




Beyond the Report’s erroneous finding that [{SESEEid not mest the independence criteria
because of her former relationship with VET, the Report’s finding that (BN was also
ineligible because she was an employee of Fracklin is factually incorrect. The Report’s rationale
for finding (SIS to have been an “employee” of Franklin is based solely on two facts: {1)
she was paid by W-2 instead of 1099” and (2) her file includes a “New Employee Data Sheet”
indicating her “starting date of employment”. In the complete context of the relationship

between [[ISNIDIM-nd Franklin, these facts are insufficient to establish [ SIEE:s «»

“employee” as opposed to an “independent contractor”.

At all times, INNIRWIRN was approved by the test publisher, The only services which she
performed for Franklin were those as an ATB test administrator: maintaining control over ATB
test and answer materials, meeting testees, administering tests at institution facilities under
conditions required by the test publisher and the regulations, securing answer sheets and
submitting answer sheets to the appropriate testing entities for scoring. She performed no other
services for Franklin. . At all times, these limited services were identical to the services which she

erformed for other institutions. Indeed, Franklin was one of several institutions for which [BjJ]
h provided these identical services. Whether inadvertently placed on the payroll (as at
Franklin) or subject to 1099 tax reporting (as, at VET, and perhaps elsewhere) at all times
consistent with her test administrator obligations, she performed these services independent of
any control by Franklin.

Applying the proper legal analysis, the facts clearly establish that (B SHENE »as an
independent contractor, not an employee, of Franklin. When determining whether a worker is an
employee or an independent contractor, numerous factors are weighed and considered in
evaluating the entire relationship and ultimately the degree or extent to which the business
directs and controls the worker. According to the Internal Revenue Service (IRS), the facts that
provide evidence as to the degree of control and independence fall within three categories: (1)
behavioral control, (2) financial control, and (3) the type of relationship between the parties. IRS
Publication 1779. In addition to the summary provided in IRS Publication 1779, the IRS has
adopted a 20 factor test to guide the analysis. As demonstrated on Attachment 1-C, the
application of these 20 factors further supports [(ENSHENIN stat:s as an independent
contractor.*

1. Behavioral Control

¥ The decision to pay [[ENNESIMEzs an employee (withholding taxes and issuing a year-end W-2) was made in
error. As discussed below, she does not meet the essential indicia of employee stztus and the form of her
compensation s not dispositive.

* Independent Contractor or Employee..., Publication 1779, Department of Treasury, Internal Revenue Service,
(Rev. 8-2008), located online at; htip:/fwww.irs.gov/publirs-pdfip1779.pdf; See also Emplayer s Supplemental Tax
Guide, Publication 15-A, Circular E, at p. 6, Department of Treasury, Internal Revenue Service (2009), located
online at: http:/fwww.irs.gov/pub/irs-pdffp1 5a.pdf.

* Many of thess 20 factors also apply under one of the three prongs of the degree of control and independence test,
Therefore, in order to aveid repetitiveness, the 20 factor test is not discussed separately within the body of this
response.




Behavioral control locks to the “right to direct or control how the worker does the task for which
the worker is hired.” When reviewing the behavioral control standard, one must consider the
type and degree of instructions, trainings, and oversight the business gives the worker. While an
employee is generally trained on how to perform the required services and tasks because the
employer wants them executed in a particular manner, independent contractors ordinarily use
their own methods.

When (SEENEBE initially came to Franklin’s premises as an independent coniractor working
through VET, after introductions, Franklin staff showed her where the testing materials were
stored, showed her the testing room, and established a testing schedule that was mutually
convenient. There was no follow-up instruction, training or oversight. Thereafter, she came in,
met with the testees, administered the tests, completed the necessary procedures after the testing
ended, and secured and mailed the answer sheets as required by the test publisher.

In the latter part of 2005, when VET discontinued its operations, (SN NSNIEEN 2greed to provide
services directly to Franklin as she had previously provided through VET. Franklin required no
fraining, provided no additional instructions on how her work should be performed and
exercised no additional control on when, where, or how her work would be petformed.® Franklin
entered into no formal written agreement with her and orally agreed to continue the pre-existing
arrangement. There was simply no change in the utter absence of behavioral control. Under the
behavioral contro] analysis—undoubtedly the most critical—{{S SNk c2rly remained an
independent contractar,

2. Financial Conirol

The facts that must be explored when determining the extent of the business’ financial control
are the extent of the worker’s: (1) unrennbursed business expenses, (2) investment, (3) method of
payment, and (4) oppertunity for profit or loss.” Franklin did not pay for any expenses related to
DN o< tification by the test publisher as an ATB test administrator and did not restrict
her ability to serve as a test administrator for other schools. [(SNEIENN2s frec to provide her
services to other institutions at all times and, in fact, served as a test administrator for several
other institutions. Attachment 1-E includes a signed statement from TNEGENGRNE attesting to the
fact that she served as an independent tester at other institutions during the period she served as
an independent tester at Frankin as well as two letters from ACT, the test publisher, certifying
her to administer ATR tests at multiple locations during the period at issue.

} Employer's Supplemental Tax Guide, Publication 15-A, Cireular E, at p, 6, See also Independent Contractor or
Employee, Tralning Materials, at page 2-8, Department of Treasury, Internal Revenue Service (1996), located online
at: htpr/fwww.irs.gov/publirs-uti/emporind.pdf.
® Upon entering this agreed arrangement, [{S)JESIE)as not given an orisztation or any of the items Franklin
employees receive during their mandatory employee orientation such as an employee handbook. Upon completion
of the mandatory employee orientation, 2 completed employee orientation checklist iz included in each Franklin
employee’s file. See Attachment 1-D for a copy of Franklin's employee orientation checklists, Because she was not
an employee, (RNNENINENERcver received this orientation, and accordingly, her file does not include and empioyee
orlentat:on checklist.

Independent Contractor or Employee, Training Materfals, at 2-16.




In terms of method of payment, while payment per project is common for independent
contractors, hourly compensation is 2 common form of payment for test administrators and
others.® Payment in such fashion does not preclude an independent contractor finding. Even
though she was paid hourly, unlike Franklin's employees, she was not required to record her
time electronically; rather she simply reported her hours and was paid accordingly. At all times,
she retained the ability to profit from her certification by the test publisher, by securing as many
clients as she chose.

3. Type of Relationship Between the Parties

Facts showing the type of relationship between the parties include: (1) wiitten contracts; (2)
benefits the business provides the worker; (3) permanency of the relationship; and (4) performed
services as part of the company’s regular business. did not have a written contract
prior to 2005 while she was plainly an independent contractor working through VET or
thereafter while performing the same services under the same conditions directly for Franklin.

Criticaily, [N did not receive any of the benefits that employees of Franklin received,
such as holiday pay, personal days, vacation, sick days or health insurance. Unlike Franklin’s
employees, she was never given an employee orientation or an employee handbook and was not
required to swipe an electronic time card to record her time. Moreover, (D NSIEDINEN dutics as
ATB test administrator were not part of Franklin's regular business. Rather, she performed a
service required by the regulations as part of the admissions process. Since the regulations
themseives require that the testing be independently administered, by definition, these services
cannot reasonably be viewed as a part of Franklin’s regular business. Finally, there is no
permanency to the relationship between Franklin and [EINSMBNE cach retains the right to
terminate the relationship, as they did when [NESNEMEE was indisputably an independent
contracter working through VET.

Finally, because of the nature of her services, [ SN «vork was not “full time” and she
only provided services when there were ATB testees to be tested, perhaps averaging
approximately 10 hours per month. While she normally provided her services on a set schedule,
a schedule was set to aliow Franklin to coordinate the presence of testees. Nevertheless, [{@).
EDNEM 2iways had the right to change or adjust the schedule to meet her own neads. Plainly,
then, the tofality of the circumstances dermonstrate an independent contractor, rather than
employes, relationship.

4. The Law is Clear: A W-2 is Not Dispositive in Establishing an Employer-Employee
Relationship

Where the totality of the circumstances support independent contractor status, such status is not
altered by a W-2 relationship or even a contract explicitly identifying the worker as an

8 Independent Contractor or Employes, Training Materials, at 2-20; See glso Employer’s Supplemental Tax Guide,
Fublication 15-4, Circrlar E, at p. 6,
s Emplayer's Supplemental Tax Guide, Publication 15-A, Circular E atp. 7,




employee.’® Even where a W-2 is filed, the focus of the analysis to determine whether an
individual is an employee or an independent contractor must remain on “the actual relationship
existing between the contracting parties, and that a contract purporting to establish an
emplcyer/employee relationship is not controlling where application of the common law factors
to the facts and circumstances of a particular case establishes no such relationship exists.”"!

In addition the letter of the law’s suppert of (BN independence, the spirit of the law
regarding independent test administration supports (ENISESNEM independence as well. The
regulations aim to ensure a separation between the test administrator and the business to
eliminate internal business pressures that could interfere with fair and conflict free test
administration. The intent is similar to that requiring Administrative Law Judges with the Office
of Hearing and Appeals at the United States Department of Education or members of the Office
of the Inspector General to be independent of the Department. Payment via W-2 has no bearing
con such workers abilities to maintain their independence.

C. Finding #1 Conclusion

In light of the information provided above, Franklin strongly disagrees with the Report’s finding
that that there was a violation of the independently administered requirements. All test
administrators selected by Franklin, including [ENNNEIEEN met the independent test
administrator requirements. Accordingly, Franklin should not be required to provide file review
like information regarding Title IV recipients who were admitted under the ATB provisions,

FINDING #2: Documentation of Student Eligibility of ESL Program

The Report cites cases where the reviewers felt there was inadequate documentation that students
enrolled in the ESL program were pursuing the program to use already existing knowledge,
training or skills. In these cases (Students #39, #41, #42, #43, #45, #46), the Report seems to
mistakenly treat any statement by a student that they had an interest beyond solely improving
upon: “already existing knowledge, training, or skills” as making them ineligible for the ESL
program. Recognizing that a desire to learn English for a reason beyond improving upon
existing knowledge, fraining or skills does not disqualify an applicant’s eligibility to participate
in the ESL program, in conjunction with 2 more complete review of the underlying documents,
reflects that Franklin maintained sufficient documentation to support the eligibility for all but
possibly one of the students cited in the Report.

Before addressing the supporting documentation for each student, it is helpful to review
Franklin’s admissions process for students applying to the ESL program. Franklin uses a Career
Interview Application Form to provide the Admissions interviewer with insight and talking
points to prepare for interviewing the given student. The reviewers seemed to rely heavily, if not
exclusively, on this document in reaching their finding. While this form may provide supporting
documentation used in the eligibility determination process, this form is only one portion of the

" Butts v. Commissioner, T.C. Memo. 1993478, at 9, aff"d per curiam 49 F.3d (11th Cir. 1993); See also Smithwick
fi Commissioner, T.C, Memo. 1693-582.
Id




application process. Each applicant then undergoes an interview and must also complete an BESI,
Application Supplement. A major portion of the ESL program admissions interview Process is
focused on the advantages of learning English as it relates to existing employment positions.

Student #39’s ESL Application Supplement (Attachment 2-A) documents the student’s
knowledge, skill, and experience as a licensed beautician and nail technician.

For Student #42, the ESL Application Supplement (Attachment 2-B) documents the student’s
knowledge, skill, and experience as a licensed Personal Care Assistant with job-related skills that
include “insuring a healthy environment; preparing meals; assisting with lifting and positioning;
performing bed bath, dressings; monitoring health statues & medication intake.”

Student #43°s ESL Application Supplement (Attachment 2-C) documents her knowledge, skill,
and experience as in the home care field. As reflected therein, the student was emploved with a
company called Family Home Care, and according to our placement records for Student #43
(Attachment 2-D), she conmtinued working for Family Home Care Services follewing her
graduation from the program.

The ESL Application Supplement for Student #45 (Attachment 2-E) documents her knowledge,
skifl, and experience as a licensed Home Health Aid with job-related skills ineluding
“performing bed bath, shaving, mouth carc; assisting with lifting, positioning; applying comfort
devices; preparing meals, measuring [ & 0.” Attachment 2-E also lists employment experience
in both bomecare and factory work.

The reviewers recognize that Student #46's Career Interview Application form documented his
employment experience in the cleaning field, but they then proceed to cite the student’s
statement that he would like to learn English to help his child with homework. As discussed
above, an interest in learning English for any reason beyond using ESL instruction to use already
existing knowledge, training, or skills does not disqualify a student's eligibility for the ESL
program. While the information provided on the Career Interview Application by itself should
be sufficient to document existing knowledge, training, or skills, Franklin notes that Student
#46’s ESL Application Supplement (Attachment 2-F) also documents the students experience in
the cleaning field and additionally documents his customer service skills.

Franklin acknowledges that supporting documentation for Student #41 may be insufficient to
demonstrate the student’s existing knowledge, skill, or experience at the time of application.
This student was employed as a jeweler with a company named “EMA® as reflected in his
Application Supplement (Attachment 2-G).  Franklin tracks post-program employment
placement of its students, and its placement records for Student #41 (Attachment 2-H) reflect
that he continued his employment with EMA. Jewelry following the program. Franklin is
confident that the proper determination was made with regard to this student’s eli gibility prior to
admitting Student #41 into the ESL Program, however the schaal recognizes the documentation
supporting this determination is somewhat lacking. This is the only student cited in the Report
where the reviewers’ initial finding may be approptiate.  As demonstrated above, the
Supplemental Applications clearly establish “already existing knowledge, training, or skills” for
all other students cited in this finding.




In light of the supporting documentation discussed above, Franklin respectfully disagrees with
the reviewers’ finding. While Franklin recognizes it may not have provided sufficient
documentation regarding one of the cited student’s eligibility, this is net sufficient to require the
institution to complete a full file review of all Title IV recipients enrolled in the ESL program for
the 2004-2005 and 2005-2006 award years. Accordingly, Franklin asks that this required action
be reconsidered. Additionally, Franklin notes that it has not offered the ESI, Program since
award year 2005-2006.

FINDING #3: Attendance Records

Under New York State Education Department regulations, a school may permit make-up
sessions to count for attendance purposes. Specifically, NYSED 126.4(e)(5) reads:

Any make-up session for attendance purposes shall be approved by the licensed
school director, and shall consist of instruction in that portion of the course or
curriculum which was not received by the student as a result of absences. A
record of make-up sessions shall be maintained in the attendance register. Any
charge for make-up sessions shall be expressed on the enrollment agreement and
in the school’s catalog,

Franklin has at all times complied with these regulations with its policies allowing students to
“make-up” work for absences. The reviewers raise concerns with Franklin’s documentation of
make-up hours and had questions regarding make-up records for 4 of the 46 students included in
their review. Following an overview of Franklin’s make-up policy at the time in question and
currently, the questions raised regarding the four students are addressed student by student.

A, Frankiin's Make-Up Process

Franklin requires that make-up time be completed during scheduled make-up sessions and
always under the supervision of a make-up instructor who, as well a being a facilitator for the
work being made-up, verifies that the student did spend the appropriate amount of time in
completing the make-up assignment. This has always been Franklin’s policy ineluding during
the review period through to current day.

During the period at issuc in the program review, handwritten make-up reports were the means
for Franklin’s collection and recording of make-up hours. These make-up reports included the
student’s name, the “date issued” (which reflects the date the student actually made-up work for
the absence), the class for which the work is being made up, the assignment, the amount of
make-up time completed, a signature of the make-up instructor verifying the student spent the
reported time on the reported assignment, the date(s) of the absence(s) for which the male-up

work was being completed, and a dated signature by the course instructor accepting the make-up

report. It is critical to note the varying dates that appear on the report, because as discussed
below, the reviewers seem to have had some confusion in properly interpreting the different




dates on the make-up reports. Several make-up reports are included as attachuments for this
finding as referenced further below.

B. Explanation of Questioned Files

In reviewing the files of the students cited in Finding #3, Franklin staff matched the questioned
make-up slips to the corresponding dates of absences. As explained in detail below, student by
student, the far majority of the concerns raised in the Report are easily explained. Where we
were unable to match a make-up report to an absence, it is noted. Franklin acknowledges that
there were some human errors due to carelessness that lead to some of the questions raised by the
reviewers; however, Franklin rests assured that the inprovements made to its record keeping
system in 2006, as they relate to make-up hours, should prevent such minor errors from going
undetected as they may have during the review period.*?

The specific concerns raised under Finding #3 are discussed below, in tum, by student.

1. Student #37

The Report highlights multiple concerns regarding the attendance and make-up records for
Student #37. The report raises a variety of concerns—cach concern is addressed in hurn.

First, as noted in the Report, Student #37 received credit for three hours of make-up in the
Medical Billing class for an extra-credit report approeved by her instructor on 2/14/06. The
student was absent for two consccutive days, February 2 and 3, 2006, representing four missed
hours of class. On the make-up slip, she should have noted her dates of absence as 2/2/06 and
2/3/06, but she inadvertently listed only 2/2/06. Because the student missed information
regarding insurance fraud during those two classes, the instructor assigned a report on the topic
which was done during this make-up period under the supervision of an instructor. The
attendance records for this student in the class at issue for 2/2/06 and 2/3/06, as well as the
referenced make-up report matching these absences, are included at Attachments 3-A.

Second, the Report notes that Student #37 received credit for nine make-up hours in the
Microsoft Word class on 1/5/06 for a “Tables Project”. This student regularly attended
Franklin’s Evening Division, between the hours of 5:30 pm and 10:30 pm, Monday through
Friday. During the period of 12/5/05-1/4/06, Student #37 was absent from the scheduled
Advanced Microsoft Word for a total of 23 hours. In order to allow her to complete much of the
work covered in the course during her absences, the teacher arranged for the student to commit
an entire 9 hour day to make-up work for this course. The “Tables Project” assigned by the
instructor consisted of instruction in the portion of the course that was missed due to her
absences. The student’s nine hour make-up day was supervised as required under Franklin's
policies and made up for 9 of the 23 hours missed.

Next, the Report questions make-up reports for this student dated 2/7/06 and 2/10/06
(Attachment 3-B). During the module running 1/16/06-2/17/06, Student #37 was absent 9 hours

** Improvements to the make-up system are discussed following the explanation of the specific student files that
were guestioned.




from Anatomy and Physiology. Attachment 3-B also includes the relevant attendance records.
On 2/7/06, the student made up one of those hours for a test missed during class on 2/3/06. As
for the rest of the make-up time for this period, the instructor determined the student would be
best served academically by assigning a research project and a report for the work missed. This
work was completed during a 2.5 hour make-up session on 2/10/06. The make-up report
inadvertently lists only one date of absence for which this work corresponds but should have
listed the multiple days of class missed for which this work was assigned. Accordingly, all three
make-up hours are properly accounted for.

The Report also references three make-up reports signed by the course instructor on 1/3/06 for 5,
0.5, and 4.5 hours, which are included at Attachment 3-C. The Report questions these make-up
reports as to whether a total number of ten hours were truly made-up in one day and suggests the
projects approved for these make-up sessions were for a class the student had already completed
and received a grade. First, the Report errs in its statement that these three reports reflect time
made up on 1/3/06. Although the reports were signed by the course instructor on 1/3/06, the
make-up reports clearly refiect that the make-up work was completed on 12/21/05 (for a total of
5.5 make-up hours) and 12/22/05 (for a total of 4.5 hours). Second, the Report mistakenly
assumes that these reports reflect work made-up for Keyboarding, a course that the student had
already completed and received a grade when actually the course at issue, Microsoft Word, was
on-going at the time the work was made up.

The class at issue in these make-up reports, Microsoft Word, was offered over two modules,
running 10/27/05-1/13/06. As mentioned above, during the second half of this class, Student #37
was absent for 23 hours, For the first half (10/27/05-12/2/05), the student was absent 20 hours
from class. The hours made up on the reports signed by the instructor on 1/3/06 were for
absences during the first half of this course. The class dates listed as the relevant absences on the
make-up reports are incorrect, however the correct course is listed on those reports (*Adv.
Word”). The Report mistakenly assumes this make-up work occurred for the class offered
during the dates that were listed, Keyboarding, as opposed to the actual course correctly listed on
those reports, Microsoft Word. As such, the Report’s assertion that this make-up work was for a
class that the student had already completed and received a grade is incorrect.

Finally with regard to Student #37, the reviewers were also mistaken in their finding that two
make-~up reports corresponded to work the student performed between 7:00 pm and 7:30 pm on
the same day, 1/19/06, leading to her receiving double credit for a half-hour of make-up work for
two different classes on different days. Similar to one of the reviewers’ errors noted above, these
two make-up reports were for work made up on two different dates. Although both signed by the

instructor on 1/19/06, these reports clearly reflect that the make-up work was done no! on the-

same day but rather 0.3 hours on 1/11/06 and 0.5 hours on 1/19/06." These make-up reports are
included at Attachment 3-D,

2 Student #17

* The student accidentally listed the date for the make-up work as 1/11/05 instead of 1/11/06—a common error at
the beginning of a new year. Considering the date of absence this make up work for was 12/6/05 and that the
instructor signed off an the make-up report on 1/19/06, it is obvious that the student intended to writz 1/11/06.
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The Report is incorreet in its implication that a make-up report for Student #17 for one hour of
class missed in Business English on 1/13/05 should not count because the student was present for
Business English that entire week. In fact, the student did miss an hour of instruction in
Business English that week. The Business English class met two times per day, and attendance
for each hour meeting was recorded on separate attendance rosters. Attachment 3-E includes
both the questioned make-up report and- the attendance roster reflecting the hour of Business
English class that Student #17 missed on 1/13/05.

The Report also challenges a series of make-up reports of Student #17 as being approved for
make-up in a class that had not yet been offered. Franklin agrees with the Report that Student
#17 may have been permitted to make-up a few classes in advance of anticipated absence.

Finally with regard to Student #17, the Report questions multiple make-up reports listed as being
for a missed Business English class on 12/2/04. Franklin recognizes there was an error with
these make-up reports—the wrong class absence date was inadvertently listed. These make-up
hours were for the course Infroduction to the Medical Office, not Business English. Student #17
was absent for the second day of the Introduction to the Medical Office Program, held on
12/2/04, which was a five hour class. Student #17 made up these five hours the next week, one
hour each day, those hours reflected in the make-up reports at issue. Student #17 did not actually
even begin Business English untl 12/6/04. The make-up reports and the attendance records
reflecting this absence are included at Attachment 3-F.™

3. Student #25

Regarding Student #25, the Report states that the reviewers found examples of conflicting
information, as described in the cases discussed above. The only specific example the Report
cites is that the reviewers found that this student was credited for multiple hours of make-up for
the internet course between 8/9/05 and 8/12/05, when the student didn’t begin the internet class
until the week of 8/18/05.

Franklin recognizes that there may have been some conflicting information on the make-up
reports due to human error and carelessness by the student and/or instructor invelved in ensuring
the accuracy of each piece of information contained on the make-up reports. Franklin is
confident that the improvements it has made to its system for recording make-up hours has had a
profound impact on eliminating such inconsistencies due to carelessness and/or simple human
error.? Despite inconsistencies that may have cccurred in the individual make-up report ships
during this period, Franklin at all times required and ensured that make-up reports were only
completed and accepted where an instructor ensured the time was in fact made-up for a missed
class and that the work completed during the make-up time was directly related to the instruction

missed due to absence,

¥ The attendance record included at Attachment 3-F is a print out of the weekly attendance recorded in the system
for that weelk (the week of 11/29). In order to be entered into the attendance system, a Frank!in attendancs officer
had to review the inanual attendance sheets completed by the instructors, which would have indicated the student’s
gbsences. The attendance record for the week of [ 1/29 shows that the student should have been in attendance for 10
hours that week, but that she was only present for 5 hours reflecting the student's absence.

1% These improvements to the systetn are discussed following the explanation of the specific student files that were

questicned.
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attendance, she peeded to make-up only 19 hours in total to have met Franklin’s 80% attendance
rale requirement which is neeessary to graduate. Student #25 exceeded the attendance
requirements and wag not required to have made-up all the time she did in order to Braduate or to

4. Student #32

an overall review of thig Student’s file in ap effort 1o connect each make-up report to the
respective absence for which the make~up was completed. As indicated in other responses, we
found some errors in the hand-written completion of information on some of the make-up reports
such as date of absence, missing assignments, etc. However, we Were able to match virtually af}
make-up slips with their correct corresponding absence for all but an insignificant number of
make-up hours. Meke-up slips and corresponding attendangce rosters for Student #32 are

included at Attachment 3-1,
C. Updates to Make. Up System since Program Review Period

In July 2006, Franklin adopted REW computerized student record keeping system. One of the

irnpl_ementﬁ:c.i minor changes to the format of ‘the make-up feport and reviged the training
provided to jts students during orientation regarding the make-up procegs in accordance with the

A second chapgc to note in Franklin’s approach tp recording make-up hours since the period of
nmg at {ssue ip t%lc Program review is the manner in whjch Instructor’s atlendance recordg are



may have made the instructor’s ability to formally check and verify the accuracy of information
on each make-up report more challenging and may have lead to some of the human errors
detected on certain make-up reports (e.g., wrong date of absence listed on a make-up report).
Since implementation of the new computerized student record keeping system, instructors submit
attendance sheets daily while simultaneously maintaining a “white book” in which they maintain
the entire module's attendance and a cumulative record of grades attained for each class they
teach that module, as well. The instructor maintains this book the entire module and turns it in
when the grades are submitted. Use of the white books improves the instructors’ ability to
ensure accuracy when approving make-up reports.

D Finding #3 Conclusion

For all these reasons, Franklin believes it should not be required 1o conduct a compiete file
review related to this finding. Additionally, please note, Franklin's response to Finding #4
resolves concerns raised in this finding with regard to the reviewers’ concerns of implications
upon R2T4 calculations.

FINDING #4: Return to Title IV

Franklin respectfully disagrees with the Report’s finding that Franklin failed to accurately
account for the number of hours scheduled and completed for students who withdrew in their
second and subsequent payment periods. At all times, Franklin’s policies have complied with
the statutory and regulatory requirernents regarding the calculation of return to Title IV.
Accordingly, Franklin disagrees with the cited cases and does not believe a file review of all
Title I'V recipients who withdrew from the school is necessary in that its return to Title IV
calculations are supported by the statute and regulations.

Determining when a student has completed a payment period for purposes of disbursing aid to an
enrolled student is governed by a separate set of rules and caleulation than those governing the
determination of how much aid a student who has withdrawn has eamed. However, t1e Report
appears to conflate the two processes at times, for example, delving into the 10% allowance for
excused absences which applies only in determining the correct timing for purposes of
disbursing aid and not for calculating return to title IV,

The treatment of title IV funds when a student withdraws requires the institution to calculate the
amount of fitle IV assistances earned by the student. 34 CFR 668.22{e). Federal regulation
defines the percent a student has eamed based on whether the student completed more than 60%
of the scheduled payment period. 34 CFR 668.22(e)(2). Where the student has completed more
than 60% of the entire payment period, the student has earned 100% of the aid. 34 CEFR
668.22(e)(2)(iiB). If the student has completed 60% or less of the payment period, however,
the “percentage of payment period completed” as defined in 668.22(f) governs.

In the case of a program that is measured in clock hours, 34 CFR 668.22(f)(ii)(a) instructs that
the applicable percentage of the payment period completed is determined:

I3




...by dividing the total number of clock hours in the payment period or period of
enrollment into the number of clock hours scheduled to be completed as of the
student’s withdrawal date,

Mathematically, this would be expressed as follows:

Number of clock hours scheduled to be completed as of the student’s withdrawal date
Total number of clock hours in the payment period or period of enroliment

When applying this calculation in a second, or subsequent, payment period (l.e., a payment
period other than the first payment period), this calculation is not to inciude hours scheduled for
which a student has already eamned and received aid. Certainly, the definition of this regulation
makes that much clear (“percentage of payment period completed™-—as opposed to percentage of
program completed for example). Accordingly, where a student has been determined to have
camed aid for the first payment period already, the first 450 scheduled clock hours must be
disregarded from this calculation—in both the numerator and the denominator. The regulations
further specify that the scheduled clock hours to be used “must be those established by the
institution”. For example, Frankiin’s 1500 clock hour program is divided into scheduled
payment periods as such:

Coriplete..
.. Schédled Hours -1 Scheduléd-How
0200 1 op T 1201415000

This perfectly mirrors the examples provided in the Financial Student Aid Handbook for
scheduling payment periods for clock-hour programs longer than an academic year with a
remaining portion. See, ¢.g., 2005-2006 Handbook p. 3-8,

Where a student has successfully completed 450 hours and then withdraws in the second

payment period, the institution must determine the amount of title IV assistance subsequently
earned by the student using the above fraction established by the regulation. The student has
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already earned and received aid connected to the first 450 scheduled hours, so for purposes of
determining how much a student has earned subsequently, the critical timeframe is looking at the
program’s clock hours scheduled thereafter until the withdrawal. The numerator will be the total
number of program hours scheduled as of the student’s withdrawai date minus the previously
earned 450. Further, because the regulations also specify that the scheduled clock hours to be
used “must be those established by the institution”, the denominator for this calculation in a
program with a schedule such as the one explained above should be 450. As further support for
the denominator being 450, consider an email from Brian Kerrigan, United States Department of
Education Office of Postsecondary Education, responding to a question from Paul Pari, an
employee of Educational Compliance Management (ECM). This email exchange is included as
Attachment 4-A, The underlying question therein addresses the exact principle at issue here—if
a student does not successfully complete the first payment period until sometime after the 450"
scheduled hour of a 900 hour program or first academic year, how many scheduled hours are
included in the second payment period? Mr. Kerrigan answers that the second payment period
will still include 450 scheduled hours, and that any scheduled hours past the 451" hour that the
student used to complete the first payment period are “brought over” inte the second payment
period. Tor all these reasons, Franklin is using the correct calculation in its R2T4 precedures.

The Report erronecusly focuses on how many hours students actually completed in their second
payment period as opposed to the number of scheduled hours, as reguired under the regulations.
The Report states, “It appears that the disbursement was paid based on the totel number of hours
offered, instead of the hours completed.” Compare this with the language of the regulation:
“dividing...into the mumber of clock hours scheduled to be completed as of the student’s
withdrawal date” {emphasis added).

The Report appears to confuse the process used for determining when an enrolled student
completes a payment period with the process used for determining how much aid a student who
has withdrawn has earned. The regulations are clear—it is not what percentage of the
subsequent payment period the student has successfully “completed” (or attended) but what
percentage of the subsequent period was “scheduled” through, or offered as of, the student’s date

of withdrawal.'®

How much a student has “completed” can be seen as a preliminary part of the calculation—for if
a student has “completed” more than 60% of the “scheduled” hours, that student is deemed to
have eamed 100% of the aid. 34 CFR 668.22(e)(2)(ii)}(B). Clearly, this would be in amy
institution’s interest to point out. Where this condition is not reached, however, the critical
number is the number of hours scheduled—not completed as stated and apparently confused in

the Report."”

' There is one caveat—a student mus: have a 70% attendance record in order to use scheduled hours in the R2T4
computation. In no case did Franklin use scheduled hours in determining aid earned for a student who completed
less than 70% of the scheduled hours as of the student’s date of withdrawal.

' As discussed in the prior footnote, where a student has completed, or attended, less than 70% of the scheduled
hours through the date of withdrawael, the student’s actual hours completed as opposed to the hours scheduled are
used in the calculation. Frankiin's policies comply with this rule, and this situation is not at issue in any of the cases
cited in the Report.
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As explained above, Franklin’s policy for calculating how much aid a student withdrawing in a
subsequent payment period had eamed is completely consistent with the governing regulation,
34 CFR 668.22, Nonetheless, Franklin notes that by letter dated February 9, 2005, Franklin
notified Region II of its intent to switch back to measuring progress in credit hours as opposed to
clock hours. Regardless of this change, Franklin continues to ensure that the governing
reguiatory requirernents are met.

FINDING #5: Disbursement of Title [V Funds

Franklin acknowledges there appear to have been errors made in disbursing aid for the two
students cited in this finding (Students #28 and #30), however it is unclear what general or
continuing violation this finding intends to establish. Rather this finding appears to involve two
students who did not complete sufficient hours to warrant a second disbursement. We agree that
as to these two students the disbursement was in error.

As Franklin has established in responding to earlier findings in this report, Franklin’s policies at
all times have complied with the statutory and regulatory requirements regarding the calculation
of disbursements and return to Title IV, While individnal instances of miscalculations may have
occurred on occasion due 1o human error, as in the cited cases of Student #28 and #30, Franklin
ensures that goveming regulatory requirements are met through its policies under and
participation in the Title IV program. Unlike the students included in Finding #4, these two
students withdrew before completing their first payment period and therefore should not have
received second disbursements.

FINDING #6: Verification

The reviewers cited three cases where Franklin failed to complete verification requirements.
Franklin responds to each cited case (Students #15, #26, and #37) in turn.

Franklin agrees that there was an error with regard to Student #15 during the verification process.
Accordingly, a needs analysis with the verified information was conducted, resulting in a change
of this student’s ERC from 1841 to 3677. A recalculation was conducted based on this revised
BEC. The results of the recalculation indicate that her award should have been decreased from
$1467 to $400. The revised S.N.A.P for this student is included at Attachment 6-A. The
coected information for line 79 appears on the SN.AP. and the resulting EFC and Award

appear in the upper right hand section of the page.

The reviewers point out that Section C of the verification worksheet for Student #37 was left
blank. This is the section where the student would confirm whether they filed a tax return and
report any income or benefits the student received during 2004. During the verification process,
it was confirmed that the student did not earn any taxable or non-taxable income during 2004 but
the student inadvertently failed to check the box indicating that no tax refum Wwas filed.
Accordingly, no recalculation of Student #37's award is required—the student was eligible for

all Title IV funds disbursed.

16




The reviewers noted the same issue discussed regarding Student #37 for Student #26. Franklin
notes that Student #26 had not been selected for verification. The verification worksheet was
used with Student #26 for a purpose other than verification. As such, Franklin was not required
to complete the verification worksheet for Student #26. The student was eligible for all Title IV

funds disbursed.

As such, Franklin has determined the total Title IV aid at issue under Finding #6 is $1,167. A
copy of Franklin’s Verification Procedures are included at Attachment 6-B for your reference.

FINDING #7: Conflicting Information

For Finding #7, the reviewers believed Franklin failed to resolve conflicting information in the
records of four students (Students # 15, 28, 31, and 37) relating to Title I'V eligibility. Franklin
agrees with the reviewers in three of the instances and disagrees with the reviewers’ finding with
regard to one of the students cited.

Franklin acknowledges that there was conflicting information in the records of Students #13,
#28, and #37 relating to their eligibility for Title IV. Franklin was able to complete & corrected
needs analysis for Student #28, which resulted in the student’s EFC remaining at zerc. The
revised needs analysis (SN.AP.) is included with this respomsc at Attachment 7-A.
Accordingly, no recalculation of this student’s PELL Grant is required, and there was no impact
on this student’s award. As for Students #15 and #37, however, due to the amount of time that
has passed and the challenge in now trying to resolve the conflicting information, Franklin has
determined it will not be able to conduct a revised needs analysis for these two students. As
such, Franklin accepts liability for the funds awarded to Students #1535 and #37.

With regard to Student #31, Franklin disagrees with the reviewers’ finding. For this student, the
reviewers pointed to a Certification of Naturalization that the student submitted to document her
citizenship that indicated that she was married as contradicting the student’s 2005-2006 ISIR,
based on her FASFA completed in April 2006, which indicated she was unmarried. The student
separated from her husband in 2004. As per the Financial Student Aid Handbook’s Application
and Verification Guide, where an applicant is married but separated, the income of the spouse is
not to be included in calculating EFC. See e.g., 2005-2006 FSA Handbook, AVG pages 59, 61,
86. Attachment 7-B is a signed statement from Student #3] attesting to her separation and the
fact that she receives no support from her husband.

In sum, for Finding #7, Franklin has determined it owes ne liability with regard to Stedents #28
and #31 and accepts liability for Students #15 and #37. Franklin will continue to comply with

the verification requirements, including its Verification Procedures, referenced in Finding #6 and
included at Attachment 6-A.

FINDING #8: Authorization to Credit Federal Work Study Funds
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Under 34 C.F.R. §675.16(a), an institution may pay Federal Work Study (FW8) compensation to
a student by crediting the student’s account at the institution after obtaining a specific written
authorization from the student. The reviewers cited that Franklin’s Financial Ald Status &
Waiver Form, which is used to authorize retention of credit balances for students, does not
mention authorization by the student to credit FWS funds directly to their account. While that
form may not specifically authorize the credit of FWS directly to student accounts, Franklin has
always obtained such an authorization in advance of crediting FWS to a student’s account.
During the period of time at issue, this authorization was included on its Estimated Financial Aid
Work Sheet (EFAWS). Furthermore Franklin recently took steps to improve upon its established
process of obtaining such authorization,

Along with its Estimated Financial Aid Work Sheet (EFAWS), Franklin now includes an
additional, separate, authorization form for obtaining a student’s permission for FWS payroll to
be credited to the student’s ledger account. Franklin's independent auditor found its SFAWS to
be sufficient but suggested Frankiin create an additional authorization form beyond the language
in the EFAWS. Franklin incorporated this suggestion by creating an additional form that solely
addresses the authorization of crediting FWS compensation to a student’s account. Franklin
began use of this additional form in 2006-2007 and has continued use of this form through the
present time. A copy of the current EFAWS and accompanying form is included at Attachment
8-A,

FINDING #9: Student Eligibility for FWS Employment

The reviewers found that one student continued to work in her Federal Work Study (FWS)
position after completion of her program of study. Franklin agrees with the Reviewers finding,

Student #25 officially graduated on April 7, 2006, with her last scheduled day of attendance at
her externship being March 31, 2006. She was offered full time employment beginning May 1,
2006 and asked to continue working at the school through the month of April. Her request was
granted without realizing the student had officially graduated, the student contitued to be
compensated with FWS funds in error.

FINDING #10: Monitering of FWS Employment

In Finding #10, a finding that student work periods appeared to exceed New York State Labor
Department (NYSLD) guidelines concerning meal breaks and consecutive hours of work, the
Report misstates the NYSLD guidelines as requiring employees who work shifts of more than
four hours during the day to be provided a meal] break of at least 30 minutes. Actually, NYSI.D
guidelines entitle employees working shifts of more than six hours, not four hours, to a meal
break of at least 30 minutes. The state labor law is more detailed than simply entitling an
employee to & break of at least 30 minutes when working a shift of 6 or more hours, but there is
no requirement under state law or NYSLD guidelines that entities employees to a break for a
shift of less than 6 hours. Copies of Section 162 of the NYS Labor Law and the NYSLD
guidelines are included at Attachment 10-A.

18




The Report asks Franklin to respond to clarify the circumstances regarding reviewers’ concerns
relating to two FWS students (Students # 11 and #30), The reviewers raised concerns that the
timesheets for Student #11 worked periods of more than five consecutive hours numerous times,
with as many as eight consecutive hours without a documented break. First, as discussed above,
NYS labor law does not require an.employee be provided with a break for any shift lasting up to,
but not more than, six hours. For shifts of more than six hours, Franklin’s policy has always
been in accordance with state labor laws and guidelines. Franklin has always treated such breaks
as unpaid. During orientation for FWS students selected for employment, Franklin trains its
student employees on its sign-in/sign-out procedures and the reporting processes, among other
orientation topics.

Although Franklin already had procedures in place to ensure students, including Student #11,
were not paid for breaks, Franklin has used this finding as an opportunity to improve its
procedures related lo monitoring of FWS employment. In particular, Franklin has revised its
sign-in/sign-out sheet to better reflect a break peried and imstituted new procedures whereby
FWS students sign a form acknowledging their understanding of having to take breaks under
certain conditions. The revised sign-in/sign-out sheet and the acknowledgement form are
included at Attachment 10-B.

With regard to Student #30, Franklin agrees with the reviewers concern that the smdent may not
have been paid for all hours worked during a given month. It appears five hours were
inadvertently omitted when the November FWS hours were being summarized, leading the
student to be paid for 54.5 hours of work as opposed to the 59.5 hours worked. In recognition of
this error, Franklin has prepared and mailed a check to the student for the five hours worked but
not paid. A copy of the check is included at Attachment 10-C.

FINDING #11: Eligibility for SEOG Award/Disbursement

Finding #11 questions the documentation supporting FSEOG awards to three students in the
program review sample (Students #15, #32, and #35). For all three students, the report says the
reviewers did not find any documentation as to when the students were awarded their FSEQG.
As such, the Report quéstions whether there is documentation to support that the students
received their FSEOG awards while enrolled and eligible.

Franklin agrees with Finding #11 as it relates to Student #32 only. Franklin acknowledges that
Student #32 was awarded FSEOG mistakenly after her last day of attendance; howsver, neither
Student #15 nor Student #35 was awarded FSEOG following their last days of attendance.

Student #15 was awarded $2,000 in FSEOG en 12/2/05 and received one disbursement of $1,000

that same day. This student’s Jast day of attendance was 12/3/05, not 11/28/05 as mistakenly
stated in the Report. Attachment 11-A inciudes Student #15°s attendance records for her
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externship, reflecting that she attended her externship on Saturday 12/3/05.!® Near the end of the
year, it was determined that the student was owed her second disbursement, which was made on

5/15/06.

Student #35 was awarded $500 in FSEOG on 3/15/06. Her last day of attendance was after that
time, as reflected in her externship attendance records, included at Attachment 11-B. As
reflected therein, ber last marked attendance for her externship was on May 26, 2006, the Friday
of the “Week of May 22, 2006”.

During 2006, Frankiin changed Data Processing systems to the Diamond 12 System. Since that
time 2!l students are awarded FSEQG at the beginning of the Award Year at the same time that
PELL and NY State TAP Grants are scheduled. The schedules of all of these disbursements are
on a Payment Period basis within each Award Year. The new computer system is an asset in
ensuring all awards have been made while students were still in school.

Franklin’s packaging procedures are included at Attachment 11-C, and a summary of Franklin’s
FSEOG awarding procedures are included at Attachment 11-D.

CONCLUSION

In closing, Franklin respectfully disagrees with a majority of the findings and required actions
issued in the Report and requests that they be reconsidered and revised accordingly. With regard
to the findings with which Franklin agrees, Franklin will await further instructions from the
Departient on how to proceed.

'* The Report erroneously states that this student’s last day of attendance was 11/28/05. This error may be due to a
quick reading of the attendance report, which records attendance by week. For the “Week of November 28, 20057,
the student was clearly in attendance through that Saturday, which was December 3, 2005.
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3105 South Strast, NwW

&B RUSTEIN Washington, DG 20007
MANAS EVIT, PLLC phone 202.965.3652

ATTORNEYS AT LAW fox 202.965.8913

brurman@bruman.com
www. bruman.com

July 7, 2011

Mr. Stephen Podeszwa
Institutional Review Specialist
U.S. Department of Education
32 O1d Slip, 25" Floor

New York, NY 10005

Re:  Requirement to Resubmit Program Review Response

OPE ID: 033283
PRCN 200640225454

Dear Mr. Podeszwa:

Please be advised that Brustein & Manasevit, PELC represents Franklin Career Institute
(“Franklin”) in this matter. Attached you will find Fraoklin’s response to your April 8, 2011
letter requesting a resubmission of the program review response and request for additional
information.

As noted in the resubmitted response, Franklin does not concur with the Findings set forth in the
Original Program Review Report or the Requirement to Resubmit Program Review Response
letter. We maintain Franklin’s understanding of, and policies related to, the requirements of 34
CFR § 668.151 and 34 CFR § 668.22 to be correct. Nonetheless, to comply with your request for
resubmission, Franklin has prepared and is herein submitting the requested documentation for
Findings # 1 and #4. Where appropriate, documents previously provided as attachments are
referenced as such.

As designated counsel for Franklin in this matter, we request that all further communications on
this matter be directed to our office. If you have any questions, please do not hesitate to contact
me.

Leigh M. Manasevit



Franklin Career Institute
Program Review Response Resubmission
OPE ID: 033283
PRCN 200640225454

Submitted to:

Mr. Stephen Podeszwa
Institutional Review Specialist
U.S. Department of Education

32 Old Slip, 25" Floor

New York, NY 10005

The Program Review Report, PRCN 200640225454, issued April 20, 2009 included eleven
initial findings. Franklin Career Institute (“Franklin”), in its July 13, 2009 Response to Program
Review Report (“Response™), disagreed with nearly all of the findings and detailed its
disagreement therein.  On April &, 2011 the United States Department of Education
(“Department™) sent a letter detailing Franklin’s Requirement to Resubmit Program Review
Response. The Department’s letter addressed only Findings #1 and #4 and requested additional
responses and documentation with regard to those findings. Franklin reserves its disagreements
with the original Program Review Report and cross references them herein as they apply to the
Requirement to Resubmit Program Review Response letter. As reflected in its Response,
Franklin maintains that all policies were compliant with the appropriate regulation. The
requested documentation has been attached and addressed below,

Finding #1: Administration of Ability to Benefit Tests

In its Requirement to Resubmit Program Review Response letter, the Department claimed
Franklin failed to comply with the federal requirements that an ability to benefit (ATB) test be
“independently administered” under 34 CFR § 668.151. The Department’s position is that ATB
test administrator [ SENINSENN v 2 2 former employee of Vocational Educational Testing
(VET) and did not meet the criteria of an independent test administrator as specified in section
34 CFR § 668.151(b)(2) of the regulation.

Franklin reserves and reasserts the position that [N qualified at all times as an
‘independent test administrator’. [(BISHEEE not VET, was the test administrator giving the
test. Moreover, [(NSGNEIN» 25 an independent Contractor, and not an employee, of VET.
VET, in a contractor role, identified, recruited and contracted independent contractors who
would administer ATB tests at Franklin. At no time were the ATB administrators’ employees of
either VET or Franklin. S SNEIEINindcpendent contractor status with VET is reflected in the
1099 forms she filed in 2004 and 2005, which were included in Franklin’s July 2009 Response
as Attachments 1-A and 1-B.



In its Program Review Report, the Department had also claimed that (SN ERGENEER was ineligible
as she was a former employee of Franklin. While this is not addressed in the Requirement to
Resubtnit Program Review Response lefter, we reiterate our position that INEMENEEwas an
independent contractor throughout the use of her scrvices and never an employee of Franklin.
This argument is supported by the Internal Revenue Services (IRS) principles regarding
independent contractors including behavioral control, financial control and the relationship
between the parties.

During her work as an ATB test administrator, Franklin provided no training or iustruction, and
exercised no control on the performance of her work beyond providing testecs and a space for
administering the ATB test. Franklin never paid any expense related to her certification by the
test publisher as an ATB test administrator and did not restrict her ability to securc or serve other
clients. As to the type of relationship between Franklin and (NSNS here was no written
contract of employment, (NN did not receive any employee benefits, and she remained
free to adjust her schedule throughout the pertinent time period. Finally, the law has made clear
that the use of a W-2 form for tax purposes is not dispositive of an employee/employer
relationship. |

While Franklin continues to disagree with the Department’s position on Finding # 1, in an effort
to fully cooperate with the Department’s request, Franklin is providing herein at Attachment A, a
list of all Title IV recipients who were admitted under the ATB provisions for the award years
200472005 through 2006/2007. During this period there were two ATB administrators, [BEEN
NGNS ¢ DI - 2klin mzintains that both qualified as independent

testers.

Additionally, at Attachment B, Franklin is providing documentation for the three individuals
who have administered the ATB tests since the program review was conducted, (b) (6), (b) (7)(C) |
DIONOIGN :: DIONOISNENNN [:cl.d:d in Attachment B are current contact

information for these individuals and copies of testing agency approval and certification.

Additionally, for students admitted based on ATB tests administered during this period, there is
an extremely compelling reason that no significant interest of the Department has been harmed—
even assuming that there was noncompliance regarding the ATB testing. On October 29" 2010,
the Department issued Program Integrity Rules. The Department has since created an alternative
to the ATB test allowing students who satisfactorily complete 6 semester, trimester or quarter
credit hours, or 225 clock howrs, applicable toward a degree or certificate offered by the
institution to establish their Title IV, HEA eligibility.? While thesc regulations were enacted after
the years in question, they reflect a significant change in the Department’s view of the

! Independent Contractor or Employee.., Publication 1779, Department of Treasury, Interal Revenue Service,
{Rev. 8-2008), located online at: hiip:/Avww irs.govipub/irs-pdfp1779.pdf
? Department of Education Program Integrity Issues; 75 Fed. Reg. 66919 (Oct. 29, 2010)



importance of the ATB test. Under the current approach, students who would otherwise be
required to pass an ATB test to qualify for Title IV assistance would become eligible after
successfully completing 6 credit hours or 225 clock hours. Thus, even if there had been an ATB
violation, then these new regulations would be the appropriate guide for determining liability as
they reflect an important policy shift that is equally applicable to the situation at hand as it is to
new enrollees.

Finding #4: Return to Title IV

The Program Review Report claimed that Franklin failed to accurately account for the number of
hours scheduled and completed for the students who withdrew in the second and subsequent
payment periods. As stated in the Response, Franklin respectfully disagrees and belicves that its -
policies have complied with the statutory and regulatory requircments regarding the calculation
of return to Title I'V.

Franklin performed the calculation as directed by 34 CFR § 668.22(f)(ii)(a) by dividing the total
number of clock hours in the payment period or period of enrcllment into the number of clock
hours scheduled to be completed as of the students withdrawal date.

For the purposes of a Return to Title IV caleulation, a school must determine how much aid has
been earned during a scheduled payment period. In order to complete the calculation, a payment
period must be defined. Under 34 CFR § 668.4 (c)(2)(i), the payment period for a clock hour
program of one year or more is defined as

(A) The first payment period is the period of time in which the student successfully
completes half of the number of credit hours or clock hours, as applicable, in the
academic year and half of the number of weeks of instructional time in the academic
year; and

(B) The second payment period is the period of time in which the student successfully
completes the academic year.

As noted in our initial response, Franklin’s 1500 hour program was defined in accordance with
this provision; during the first academic year, the first payment period was 450 hours, the second
451-900 hours. During the second academic year, the first payment period was 901-1200 hours,
the second 1201-1500 hours.

Franklin has used the correct caleulation its return to Title IV procedures, and has relied on the
language of the regulations as well as statements from the Department, previously attached with
Franklin’s Response at 4-A. Franklin cross references herein the entirc argument made in its
initial Response to the Program Review Report for finding #4. In its Requirement to Resubmit
Program Review Response Letter, the Department states that there appears to be a “disagreement
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in the interpretation of the phrase the number of clock hours scheduled to be completed as of the
student’s withdrawal date.” Franklin's interpretation is based on its reading of the regulation.
The Department points to Part B of 34 CFR § 668.22 (f) as support for their understanding, but
as noted above, Franklin was and has remained in compliance with that provision.

While continuing to respectfully disagree, Franklin has reviewed all Title IV recipients who
withdrew from the school for the award years 2004/2005 through 2006/07 as requested. A
recalculation of Return to Title I'V has been conducted using the understanding of the formula
reflected in the Requirement to Resubmit Program Review Response. At Attachment C, Franklin
has attached a spreadsheet containing the requested information, including:

1) Student’s name

2) The amount of late, under-funded, or uimade refunds identified by program
3) The date the school determined the student withdrew

4} The last date of attendance

5) The date the refund was made.

Please note, with reference to the three requested dates associated with the review of R2T4
calculations, the following explanation explains why some of the dates might appear at first
gtance to be either late (Date of Refund greater than 45 days after the Date of Determination) or
impossible (Date of Refund before the Date of Determination).

I. In many instances, the student’s final PELL payment was a Post Withdrawal
Disbursement (PWD). In all cases, the students met the requirements for a Late
Disbursement and the PWD was made within the statutory deadline of 120 days (for the
time period under review). In those cases the Date of Refund is actually the date of the
PWD so time frames greater than the 45 days after the Date of Determination for refunds
are correct.

2. In other instances, the Refund Date is prior to the Date of Determination. In this instance,
the date listed does not reflect a “refund date” but the date of last disbursement of Title
IV funds. At the time the origina! calculation was made, there was no refund due as the
student had earned the full disbursement based on the attendance information in the
school’s recordkeeping system and the methodology {which is the basis for FCI%s
response to this finding) used at the time. As a result of the subsequent review of makeup
hours as well as a recalculation of the R2T4 using the methodology described in the
Program Review report, a refund has been calculated and that newly calculated refund
amount appears on the attached spreadshect.
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Franklin Career Institute-Program Review
Student information

Last First Additional Refund  Date of Determination LDA Date of Refund
(b)(B); (b)(7(C) 188.15 12/16/2005 11/23/2605 1/20/2006
52.75 4/7/2006  4/5/2006 5/1/2006
945,00 10/21/2005 7/15/2005 10/31/2005
202.40 4/7/2007 3/23/2007 5/15/2007
747.27 7/14/2006  6/14/2006 7/19/2006
382.00 5/13/2005  1/14/2005 5/27/2005
1,033.00 6/12/2005 5/30/2005 7/20/2005
4.45 5/26/2006 5/11/2006 6/8/2006
3.55 7/30/2004 7/15/2004 8/13/2004
2.30 10/22/2004 10/8/2004 10/28/2004
939.50 5/19/2006  5/2/2006 6/8/2006
133.75 3/18/2005 3/16/2005 4/772005
210.32 6/23/2006 6/15/2006 7/19/2006
1,350.00 9/1/2005 8/19/2005 9/13/2005
20.35 2/1/2005 1/19/2005 41772005
21.32 3/21/2007 3/12/2007 4/18/2007
254.65 9/13/2004 8/30/2004 9/30/2004
1,354.72 8/31/2004 9/23/2004 2/3/2004
888.97 3/4/2005  3/4/2005 3/4/2005
362.30 3/31/2006 3/23/2006 5/1/2006
133.65 2/24/2006  2/7/2006 3/1/2006
698.25 8/26/2005  8/9/2005 9/1/2005
913.27 8/27/2004 9/14/2004 3/8/2004
10.57 8/19/2005  8/4/2005 8/24/2005
67.22 6/2/2006 5/31/2006 6/8/2006
0.72 11/12/2004 9/21/2004 11/12/2004
757.7% 4/7/2006  4/6/2006 5/1/2006
1,372.05 2/3/2006 1/11/2006 3/1/2006
1,474.10 7/29/2005 6/28/2005 8/8/2005
332.27 12/16/2004 11/22/2004 8/13/2004
1,316.25 1/11/2007 1/11/2007 1/11/2007
1,030.00 11/4/2005  5/3/2005 11/9/2005
14.50 1/13/2006 12/13/2005 1/20/2006
500.00 9/9/2005 5/20/2005 9/13/2005
584.55 9/7/2006 8/24/2006 3/1/2006
99.32 8/19/2005 7/27/2005 8/24/2005
702.00 5/1/2006 3/24/2006 57172006
517.00 1/20/2005 12/7/2004 2/1/2005
14.40 6/3/2005  5/4/2005 6/22/2005
945.77 2/16/2005 173172005 3/2/2005
740.27 11/21/2005 11/1/2005 1/20/2006
1,723.27 8/14/2006 7/31/2006 7/19/2006
1,079.00 8/13/2004 7/27/2004 5/14/2004
945.00 7/21/2006 10/28/2005 1/20/2006
1,057.00 3/3/2006 2/15/2006 4/3/2006
895.05 5/5/2006 4/24/2006 5/1/2006

¥ = Slugends duplrented R Fiading 2|



Franklin Career Institute-Program Review
Student Information

Last First Additional Refund  Date of Determination LDA Date of Refund
(b)(6); (b)(7(C) 339,97 4/25/2006 4/20/2006 5/15/2006
1,066.50 11/3/2008 11/2/2006 10/26/2006
44.95 10/1/2004 9/24/2004 10/6/2004
42.20 5/6/2005 4/26/2005 5/10/2005
540.95 8/18/2005 8/18/2005 9/13/2005
139.50 12/15/2005  9/6/2005 1/24/2006
2,061.45 8/7/2006 7/10/2006 8/3/2006
15.30 4/8/2005 3/21/2005 5/10/2005
675.00 5/31/2007 5/24/2007 7/9/2007
87230 10/6/2006 9/23/2006 12/6/2006
2,025.00 7/21/2006 7/14/2006 8/4/2006
964.60 4/5/2006 3/24/2006 5/1/2006
107.72 3/10/2005 2/14/2005 4/7/2005
549,32 8/5/2005 7/20/2005 8/9/2005
1,246.95 4/28/2006 4/11/2006 5/15/2006
316.00 2/10/2006 1/19/2006 3/1/2006
316.00 2/10/2006 1/19/2006 3/1/2006
996.30 6/24/2005 6/15/2005 5/22/2005
247.00 472842005 3/28/2005 5/10/2005
325.85 6/23/2006  6/6/2006 7/10/2006
409.32 3/16/2005  2/17/2005 4/7/2005
630.00 4/20/2006 3/31/2006 5/1/2006
527.00 4/28/2006 4/17/2006 5/15/2006
: 152.10 4/13/2006  4/3/2006 5/1/2006
X 13.95 6/10/2005 5/23/2005 6/22/2005
469.50 2/17/2006  2/8/2006 3/1/2006
22.50 4/18/2005 A/12/2005 6/22/2005
21.55 8/30/2004 8/27/2004 9/9/2004
86.20 6/21/2006 12/6/2005 7/10/2006
708.57 5/26/2006 5/12/2006 6/8/2006
o 439.52 4/10/2006 3/24/2006 5/1/2006
» 1,046.92 10/26/2006 2/17/2007 10/26/2006
» 1,174.50 4/19/2006 3/24/2006 5/1/2006
x 91.17 5/6/2005 3/25/2005 5/10/2005
17.82 5/12/2006  5/8/2006 5/23/2006
1,308.15 9/13/2004 8/26/2004 12/19/2003
) 805.95 10/27/2006 10/20/2006 11/17/2006
791.77 1/25/2005 7/12/2004 1/28/2005
p 822.47 6/10/2005 5/25/2005 6/22/2005
336.60 4/19/2005 3/24/2005 5/10/2005
224.72 5/2/2007 4/27/2007 5/15/2007
1,358.77 10/1/2004 9/24/2004 4/14/2004
707.00 7/30/2007 7/13/2007 7/30/2007
291.10 7/13/2004  7/2/2004 7/26/2004
270.90 3/30/2007 3/23/2007 4/20/2007
1,350.00 12/6/20068 9/23/2006 12/6/2006




Franklin Career Institute-Program Review
Student Information

Last First Additional Refund Date of Determination LBA Date of Refund
| (b)(6); (b)(7(C) 267.47 6/10/2005  $/17/2005 6/22/2005
22.67 12/21/2006 1/11/2007 1/11/2007
1,746.40 10/22/2004 10/4/2004 11/12/2004
66.82 2/18/2005  2/8/2005 3/4/2005
742.77 6/13/2007 6/13/2007 6/13/2007
121.60 3/14/2006  2/13/2006 4/3/2006
X 61.20 10/6/2005 9/23/2005 10/25/2005
A 168.17 3/14/2006  2/13/2006 4/3/2006
427.00 12/3/2004 11/5/2004 12/29/2004
A 140.05 2/3/2006  1/30/2006 3/1/2006
X 6.35 3/9/2005  2/3/2005 4/7/2005
26.15 7/5/2006 6/28/2005 7/10/2006
» 34.02 2/25/2005  2/1/2005 3/4/2005
980.10 2/18/2005  2/9/2005 5/14/2004
b 279.05 2/24/2006  2/1/2006 3/1/2006
; 0.10 3/14/2006 2/28/2006 4/3/2006
1,991.25 12/1/2006 9/27/2006 12/8/2006
1,229.17 5/26/2005 10/22/2004 10/6/2004
834.35 9/3/2004 8/15/2004 9/9/2004
24.75 3f2/2006  2/4/2006 4/3/2006
721.00 6/10/2005 5/27/2005 6/22/2005
222.25 12/16/2008 8/17/2004 12/28/2004
A 321.92 R/12/2005 7/22/2005 8/22/2005
x 221.40 8/26/2005  8/2/2005 9/1/2005
; 824.17 7/1/2005 6/29/2005 6/22/2005
945.00 7/29/2005 6/27/2005 9/13/2005
26.22 3/2/2005 1/28/2005 4/7/2005
) 236.60 6/3/2006 5/23/2006 7/10/2006
153.45 5/1/2006 4/27/2006 5/15/2006
54.35 §/17/2004  9/1/2004 $/30/2004
p 844.42 6/2/2006 5/19/2006 5/15/2006
¥ 180.00 1/19/2005 1/10/2005 2/1/2005
| 1,093.50 5/9/2005  5/5/2005 5/10/2005
35.20 4/29/2005 4/14/2005 5/10/2005
p< 3.77 2/3/2005  2/2/2005 4/7/2005
X 427.77 4/28/2006 4/12/2006 5/15/2006
1,593.45 1/17/2006 1/12/2008 1/26/2006
520.82 12/10/2004 11/22/2004 12/29/2004
A 449.50 8/19/2005  8/8/2005 8/24/2005
832.95 1/11/2007 1/11/2007 1/11/2007
1,603.80 5/12/2006  4/7/2006 5/23/2006
X 1,125.00 12/16/2005 12/3/2005 1/20/2006
2,244 82 3/3/2006 2/15/2006 4/3/2006
968.00 9/16/2005 8/26/2005 10/25/2005
252.00 3/23/2005 10/25/2004 4/7/2005
45.00 5/27/2005 3/11/2005 6/22/2005




® X

Last

(b)(6); (b)(7(C)

Franklin Career institute-Program Review
Student Informaticn

93,840.45

Additional Refund Date of Determination LDA Date of Refund

391.70 2/16/2005 1/19/2005 3/2/2005
2,025.00 10/25/2006 10/18/2006 8/1/2006
30.60 5/13/2005 4/18/2005 5/27/2005
158.00 7/16/2004  7/1/2004 8/13/2004
269.00 3/24/2006 2/21/2006 4/3/2006
56.97 12/10/2004 11/19/2004 12/29/2004
540.22 6/25/2007 6/15/2007 7/25/2007
994.50 8/2/2004 7/30/2004 8/13/2004
22.32 10/22/2004 10/8/2004 10/28/2004
78.52 8/19/2005 7/27/2005 8/24/2005
129.90 2/26/2007 2/15/2007 3/14/2007
12.G05 5/12/2006 4/20/2006 5/23/2006
1,101.60 6/1/2007  6/1/2007 4/20/2007
654,40 12/16/2005 11/22/2005 1/20/2006
146.20 S/4/2004 8/17/2004 9/9/2004
130.20 10/15/2004 9/231/2004 11/12/2004
4.55 8/13/2004 7/26/2004 8/13/2004
399.10 2/16/2006 1/15/2006 3/1/2006
55.17 1/6/06 12/12/2005 1/20/2006
917.32 5/5/2006 4/26/2006 5/1/2006
545.00 3/7/2006  2/24/2006 4/3/2006
528.35 12/29/2005 12/29/2005 1/20/2006
494.00 4/5/2006 3/7/2006 5/1/2006
403.05 12/1/2005 11/2/2005 1/20/2006
1,034.77 7/28/2006 7/17/2006 5/15/2006
1,275.75 7/8/2005 6/24/2005 5/10/2005
427.22 4/4/2007 372372007 471812007
35.10 7/30/2004 7/6/2004 8/13/2004
136.00 5/9/2005 10/18/2004 5/27/2005
842,40 11/11/2005 10/17/2005 8/24/2005
58.40 1/12/2005 1/10/2005 2/1/2005



Appendix F — Cost of Funds
Calculations




Ineligible Disbursements (Non-Loan) - Cost of Funds and Administrative Cost Allowance

Name of Institution: Franklin Career Institute- Findings #1,2,7,9 & 11
ineligibie Disburseme Return Paid No.of  Imputed To Inst
No.  Description/Name Disbrsmnt Program nt Date Date Days CVFR Federal Share To ED Accounts
(6)(6); (b)(7(C) . $4,000.00 |Pell Grant 7/18/2005] _4/20/2009] 1372 1.00% $ 400000]% 150371 % -
g2 $4,050.00 |Peli Grant 7/18/2005| 4/20/2009 1372 100% $ 405000 (% 15225 % -
2 $4,050.00 |Pell Grant 8/20/2005( 4/20/2009 1400 1.00% & 405000/ % 15536 | % B
P $4,050.00 |Peli Grant 6/20/2005( 4/20/2009 1400 1.00% $ 4,05000( % 15536 | $ -
ng 2 $3,700.00 [Pell Grant 6/20/2005{ 4/20/2009 1400 1.00% $ 3.70000( % 14193 ] $ =
ling 7 $1,359.00 |FWS 6/30/2005{ 4/20/2009 1390 100% % 101825(% 3882 | % -
ling 7 $573.00 |Pell Grant 6/20/2005| 4/20/2009 1400 1.00% $ 973.00 | § 3732 | % e
7 $2,519.00 |Peil Grant 4/26/2006( 4/20/2000 10890 2.00% $ 2519.00( % 15044 | $ -
g 3$352.50 |FWS 6/30/2006| 4/20/2009 1025 200% $ 26438 % 1485} % =
- i1 11 $400.00 |FSEOQG 6/30/2008{ 4/20/2009 1025 200% % 30000 (3 16.85( $ &
Finding 1 - 04/05 $356,915.00 {Pell Grant 6/30/2005! 4/20/2009 1390 1.00% $356,915.00 [$ 1359346 | % =
Finding 1 - 05/06 $725,669.00 [Pell Grant 6/30/2005| 4/20/2008 1380 1.00% $725669.001% 27637835 -
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Late or Unmade Returns {Non-Loan) - Cost of Funds complete

Nama of Institution: Frarkin Carear instilute - Finding #4 Note: e withdrawal dale is necessary to determing if an
institution has 30 {defaul) or 45 days o return funds
Retum iraftiinrr Relun Pald RetmmDue Days  imputed Federal To Inst
No.  DescriptiordNama Amncunt Program WD Date Dat Date Date Date Lata CVFR . Shaera Ta ED Accaunts
(b)(6); (b)(7 3382.00 |Peil Grant 01/14/05] 51372005 4/20/2003]  DE/t2i0s 1408 100% & 38200 1474 | § =
$1,033.C0 |Pell Grant 05/30405) 61242005 4242008 DFM2/08 1379 1.00% 1.033.00 005 -
$3.55 [Pall Grant O7H5I04) 7/30/2004 42072009 0812844 1685 1.00% 3,55 18 |3 =
$254.65 |Pall Grant OBf30/04| 94132004 42042009 10411304 1850 1.00% 254.65 11.81
$1,354 72 [Pell Grant CBIB04| 9/23/2004 4420/200% 10/23/04 1640 1.00% 138472 €0 88 -
3888.97 |Pal Grant 23/04/05]  3/4/2005 42062009 D403/08 1474 1 00% 888.97 36.00 -
$5913 27 [Poll Grant 0814/04) 2712004 41202008 10R27/04 1636 1.00% b 813.27 40.94 &
$332.27 [Pell Grant 11422/04]) 12116104 20342009 0t15M5 1556 1.00% $ 33227 1417 -
$1.030.00 | Psll Grant OS/Q3/08]  t1/04/05 A4/20/2009 1204405 1233 1.00% 3 1,030.00 34.80 -
$500.00 [Pell Grant O8/20/05| 0910008 4120120008 10439/05 1288 1.00% 500.00 17.66 -
3517.00 [Pali Grant 12007504 012006 4202009 C2f18/08 1521 1.00% 917.00 Z1.85 -
$945.77 [Pall Grant 41/31/05] 021605 42072008 Q31806 1454 1.00% § 24577 | & 3872 -
§$1.078.G0 |Pell Grant O7i2viod] 0813104 42042009 0812104 1681 1.00% 3 1.078.00 43.70 -
#44.85 |Pell Grant 089/24:04]  10/01104 Af20/2008 10431704 1632 1.00% 44 45 2.01 -
I\ 5d2.20 |Pall Grant D4426/08  O5/0H/05 412012009 O6/06/05 1415 1.00% 42.20 1.64 -
| 15,30 [Pall Grant CAf21/08(  Q4r0BICS 4202009 OSf38I05 1443 1.00% 15.30 063 -
I $107.72 [Pall Grant 02/14/05|  03MQILs H2052008 04/089/08 1472 1.00% 10772 4.34 -
I $409.32 |Peil Grant 0217/8) 031605 412042009 G4N15/05 1466 1.00% $ 40832 |3 16.44 -
| $21.55 |Pall Grant Q8127/041  DBIA0M4 420/2008]  09128/04 1664 1.00% 21.85 .98 -
| $1.308.15 |Pell Grant OB/26/04]  Q9M3/04]  4Ar20¢2008 10H3/04 1850 1.00% 1,30815 5814 :
U $781.77 [Pall Grant O7{12/04]  Q1425/05 412002009 0224)05 1518 1.00% F91.77 32.89 -
L $335.60 [Pall Gram D3/24/05]  04/19i05 42072008 05105 1432 1.00% 336.60 13211 8% £l
1 $1,358.77 |Pell Grant 05124104 10701 104 42042008 10631404 1832 1.00% 136877 EG7E | § =
| $291.00 |Pail Grant O7/02/04|  07/13/04 42042009 GEM2004 1712 1.00% 291.00 1365 | 3 -
1 $1,746.40 |Pell Grant 10/04704] 1042204 42082009 1H234 - 1811 1.00% 1,746.40 F7.06 | 8 -
L $427.00 [Pall Srant 11/05/04F 12403104 A20/2009 01/02/05 1569 1.00% 427.00 18.36 1 § -
A $8E0.14 | Pall Grant 0209/05]  Q2M8B/05 4720f2009 O3/20i05 1492 1.00% 980.10 4007 [ § B
Ll $1.229.17 |Pall Grant 10R22I04|  D5/26I05 420/2008 DE25108 1385 1.00% 3 122917 | 3 45.98 -
] 834,35 [Pell Grant OEMS9A4) 0903104 A(2002008 10/03/04 1880 1.00% 3 B34.34 37.85 E
| | 721.00 |Pall Grant Q5/27/05;  CRMOMS 42042008 71005 1380 1.00% 21.00 2726 -
L 3222.25 |Pell Grant 0BA7I04|  12/16/04 4/20/2008 0115M5 1556 1.00% 22225 B.48 -
u $245.00 |Pell Grant 06/27/03|  O7/20i05 42012009 0828105 1331 1.00% 545.00 34.45 -
L] §520.82 |Pall Grant 11220104 12M0/04 4/20f2008 0iM8/0s 1562 1.00% 220,82 22.2¢ -
L] 252.00 |Pall Grant 10/25i04] 0323005 A4{20/2009 Q422105 1459 1.00% 252.00 10.07 -
| | $581.70 [Pelt Grant 0118/08)  D2NE/05 Af2002008 O3M1BAS 1454 1.00% 38170 603 | & -
L] %158.00 Pall Grant Q7i01/04] 071804 4r20/2009 ABHS04 1708 1.00% 158.00 74D |8 -
L] $554 50 |Pell Grant 07f30/04]  Qa/02/04 AR2042009 09/3i04 16892 1.00% 994 .50 45.11 -
| $146.20 |Pell Grant 0BMY7IO4]  0S/04/04 H20/2000 10/04/04 1858 1.00% b 146.20 | § 585 -
L $130.20 [Pall Granmt DB21404) 10MS04]  42002008]  11H4/D4 1618 1.00% 130.20 577 -
| $1,275.75 |Pall Grant G7fO8I0G|  06/24/058 42042009 07724/05 1386 1.00% 1.275.75% 47.75 -
| $136.00 [Pell Grant 10118/04]  05/08105 420/2009]  O6/0BDS 1412 1.00% 136.00 526 -
L] $945.00 [Peil Grant O7M1E05]  10/21/05(  4r2002008 1120/05 1247 1.00% 945.00 3229 =
L $747.27 |Poll Grant Q6H14/08]  a7M4i08 42082009 0813406 981 4.00% 74727 50.34 -
L $1,350.00 [Pall Grant 0BMS/DS]  08H01/05 4i20f2009 10105 1297 1.00% $ 1,350.00 47 98 -
a $1,372.05 |Pgll Grant CAIT1/068|  Q2A03106 2072009 DH0EALE 14142 2.00% 3 137208 85.85 Aot
| $740.27 |Pall Grant 11/01408 11/21/05 4/2(#2009 1201105 1218 1.00% ? 74027 2466
L $1,057.00 [Pall Grant 02/15/08]  D3ON06 420/2008 CH02/08 1114 2.00% 1.057.00 54.52 -
L] $940.96 [Pell Grant 08/15/05) 08/19/05 4720{2009 08M8/05 1310 1.00% E: 540.95 3377 -
L $139.50 |Pell Grant 08/06/05|  12M5i05 42002009 014144068 1182 2.00% 139.650 311 -
| | 587220 [Pall Grant 0S2306)  10/06/I06 472072008 11/20i06 ae2 4.00% 872.30 B4.32 -
| | $316.00 |Pall Grant 01119406 0210108 42042008 03208 1135 2.00% 800 19.65 -
$527.00 [Pell Grant G 7106 C4/28/08 4/20/2008]  OB2B08 1058 2.00% P 52700 30.55 -
| 708.57 [Pelt Grant 05/12/06] 0S/26f06]  4/20/2000]  O6/Z5/0E 1030 2.00% 708.57 39.99 -
| 121.60 |Peil Crant 02M13/06] Q3406 4r20f2009 4M06 1103 2.00% 12160 735 -
| | 153.45 |Pell Grant 04i27/06]  O5I0N06|  4/20/2008]  D5/31J06 1058 2 00% 153,45 B.&7 -
| | £1,593.45 |Pell Grant D1A12/06  01M7106 442072009 DZHBE 1159 2.00% 1.593 45 10418 -
L 1,603.80 |Pall Grant M007/06|  05/12/06 42062009 06117068 1044 2.00% 1.603.80 891.74 -
|| $2244.82 [Pall Grant 02115006  03/03/06 A20/2005 Q402068 1114 2.00% § 224482 13704 -
- $868.00 |Palt Grant OB/28/05]  DGM6/05 42002009 10/t16/05 1282 1.00% 26800 | § 34.00 [ § -
| | $2 025.0C |Pell Crant 10M8108] 10/2s06] 472002008 1240806 BBl 400% $ 202500 | & 19152 3 &




L _1(b)(6); (b)(7 $78.52 | Pall Grant O7i27/05] CBAS/05]  4/20/2009] Dwig/DE 1310 100% & 7852 | 8 2825
$399.10 |Pali Grant 0118106  02M18i06 42072009 U3M8/M06 1129 2.00% 5 359103 2485 |3
: (C) $545.00 [Pelt Grant 0224106  03/07i08 4/2012009 040608 1110 2.0D0% 54500 | 8 331515
|| 3528.35 |Pail Grant 12/29/05]  12i25/05 442042009 Q1/28/06 1178 Z2.00% 52835 1 % 3410
|| 2494 00 [Pall Grart CI/07I06]  04/05/06 4202000 05508 1081 2.00% $ 48400 29.26 | §
L | $409.05 |Pall Grant 1102/06]  12401/05 4202008 1213105 1206 1.00% 3 40545 |4 1352 | &
|| $1,034.77 |Psll Grant Q717106 07128006 A4120/2008 09711406 §52 4.00% 5 1,034.77 107.96 | &
|| 202,40 [Pall Grant 03/23/07 | p4107i07 41202008 05/22/07 695 4 00% 262,44 15.50
| 224.72 |Pall Grant 0427107  QS/02i07 4202009 G6HEBAOT 674 4.00% 224.72 16.60
- 707,00 [Palf Grant Qv/13/07 | Q7/30i07 422008 0813107 G985 4.00% 707.00 45 33
|| $270.50 |Petl Grant D3/23/07]  03/30/07 420/2009 Q5f14/07 707 4.00% 270.80 20.83
| $1,350.00 |Pell Grart GO2AI06|  12/06/06 4202008 01/20:07 521 4.00% $ 1.350.00 | 3 121.48
] $742.77 |Pell Grant 06307 OBMAMT]  4/20/2009)  DO7/28/07 632 4.00% T 448
- %1.991.25 |Fall Grant QU27/06|  12/01/06 412052009 MHsET 826  4.00% 199135 [ § 18025
L | $832 95 {Peall Grant o1H1/97 | M7 41202009 32/25/07 T84 4.00% 832,95 71.66
|1 $540.22 [Pell Grant OBM6/07| Q6726107 42042008 OBI0GIAT 620 400% 540.22 3BT
| $129.90 [Pell Grant 02/15/071  0X2B/07 42002009 Q4112407 739 4.00% E: 125.30 1052 | &
| $1,101.60 [Peil Grant cefotior|  osi0f07 42062008 OTMED7 644 4.00% 3 1,101.60 IS
|| $427.22 |Pall Grant 03/2307}  04M4/07 Af20/20408 03M189/07 702 4.00% 42722 32.87
I $21.32 |Pall Grant 031217 | §3/21/07 412012008 O5105/07 716 4.L0% 2132 187
L $67.22 [Pall Grant 0531706  08/02i06 42072008 QTI0206 10123 4.00% 6722 7.54
|1 $88.32 [Pell Grant O07/27/05| 08119405 412072009 0911805 1310 1.00% 98.32 3.56 | §
| | $85.20 [Pal Grant 12/06/05]  06i21/06 42012008 Qvi2Ti0E 1004 4.00% 86.20 948 | 3
| 17 .82 |Pail Grant 05/a8/08| 0512708 42012008 06M1/068 1044 2.00% 3 17.82 102 | §
| 22 67 1Pell Grart Ot11/07)  12421/07 4/20i2089 02/04/08 441 5.00% s 2267 1.37
] 66,82 |Fall Grant Q0BI05]  0218/05 A120/2008 03/20/08 1402 1.C0% g 66.82 2.73
| 2615 |Pall Grant Q06/28/06|  07/05/06 42042009 08/04/8 980 4.00% § 2615 284
| 524 75 |Pall Grant 02/04/06] D308 4202009 Q4006 1115 2.00% § 2475 1518
] $26.22 [Pef Grarnt 01/28/05) (3/02/05 412042009 043305 1480 4.00% $ 26227 1.06
Lo $54.35 [Pell Grant 0S/01/04] 09117104 42012008 10M117/04 1646 1.00% 3 54.35 2.45
| 35.20 [Pall Grant TN 4/05|  04428/05 47202008 CG29/165 1422 1.00% 36.20 1.37
- 54500 |Pell Grant 0311405 O&27I05 2002008 LE26/M5 1304 1.00% 45.00 1.72
L | 30.60Q |Pell Grant 0411BfI5|  CS/13i08 442042009 06M12/5 1408 1.00% 30.60 114
L 96.97 [Pall Grant 11/18/04]  12110/04 4202005 0110505 15682 1.00% 56.57 244 | S
|| 2232 |Pall Grant 10/08104] 10422104 4/20/2009 11421404 1611 1.00% 2232 .89
S §55.17 [Pelt Grant 12/12/05]  0Q1/06/06 A20/2009 G2/05/06 1170 2.00% 5517 3.54
L %3510 |Pall Grant DY/06i04|  DTILI04 4/20/2009 OBf28/04 1655 1.00% 3510 1.683
L 4.45 |Pell Grant G5M1/06]  O6/26/08 412052009 C0E25/06 1030 200% 2 4.45 025§
|| 3230 | Pell Grant 1060804  102204]  42002009] 1104 1697 1.00% 3 2.30 010 | &
4.55 [Pall Grant 07/26/34]  CBM3ina H20f2008 Q9N2/04 1681 1.00% § 4.55 021 1%
Tatal Returns Totals [2 314342 3
Tolal Campus-Based |3 - |
Totals By Pragrarm Intarest Breakdown
Pall Grant 56312.22 Pall Grant 204442 | §
FSEQG - FSEOG - ]
Parkins | ¢ E Parkins e
ACG - ACG -
SMART | & & SMART E
TEACH - TEACH 3 =
FSEGG-No Match g FSEQG-Na Match = 3
Perkins-No Match $ - Parkins-Mo Match = $




Appendix G — FedWire
Instructions



Institution:

City, State:

PRCN:

TIN:
DUNS:

Reviewer:

Accounting Document — Prior Year Monetary Recovery (AD-PYMR)

Franklin Career Institute

Hempstead, NY

640225454

113408254
042646963

Christopher Curry

Region:

New York

Section A - Use if no adjustments are being made in COD

Date:

6/3113

| Programs ' Type Amount . Fu_ﬁ__d_i‘ng Code | Object C_l_ass'f"
I Federal Pell Grant Principal | 1,162,238 3220RNOYR 69017
| (Closed AY) Interest 45,318 1435RNOYR 64020
"ACG Principal 3220RNOYR " 69017
o ) Interest _ | 1435RNOYR . 64020
National SMART Principal 3220RNOYR 69017
L Interest ~ 1435RNOYR 64020
[ FSEOG (No FISAP Principal | 300 3220RNOYR [ 69017
Corrections) | Interest 17 1435RNCYR 64020
FWS (No FISAP [ Principal | 1,283 | 3220RNOYR 69017
Corrections) Interest 54 “1435RNOYR | 64020
Direct Loan and [ Principal 4253XNOYR 53020 or 53010
Direct Loan EAL | Interest i 4253XNOYR 53040
FFEL and Interest/ [ 4251XNOYR 53020
FFEL EAL SA/EAL |
" Federal Perkins [ Principal | "2915RNOYR | 53054

Section B: Use if the Institution is instructed to make adjustments.in COD

Add rows if
necessary

Peil, ACG, SMART,
TEACH

_ Direct Loan (do

[ T Amount

Program/ ' Principal
Award :
Year i
Program:’" _Il'r'l-p"l-..lt‘éd

| Award Interest

i Year

| Award Principal

Year

Page 1 of 2

Version: November 2, 2012

G5 Program
L Award #*
3875FNOYR | 69020
1435RNOYR | 64020
3875FNOYR | 69020




Randy F. Rock, President Certified Mail Return Receipt Requested
Franklin Career Institute Domestic Return Receipt

91 North Frankiin Street 0
Hempstead, NY 11550-3003 7006 2760 0002 1734 8171

RE: Final Program Review Determination
QPE ID: 03328300
PRCN: 200640225454

Dear Mr. Rock:

The U.S. Department of Education’s (Department's) School Participation Division — New York/Boston
issued a program review report on April 20, 2009 covering Franklin Career Institute’s (Franklin)
administration of programs authorized by Title IV of the Higher Education Act of 1865, as amended, 20
U.S.C. §§ 1070 et seq. (Title [V, HEA programs), for the 2004/2005 and 2005/2006 award years. A copy
of the program review report (and related attachments) and Franklin's response are attached. Any
supperting documentation submitted with the response s being retained by the Department and is
available for inspection by Franklin upon request. Additionally, this Final Program Review Determination
(FPRD), related attachments, and any supporting documentation may be subject to release under the
Freedom of Information Act (FOIA) and can be provided to other oversight entities after this FPRD is
issued.

Purpose:

Final determinations have been made concerning all of the cutstanding findings of the program review
report. The purpose of this letter is to: (1) identify liabilities resuliing from the findings of this program
review report, (2) provide instructions for payment of liabilities to the Department, {3) notify the institution
of its right to appeal, and {4) ciose the review.

The total liabilities due from the institution from this program review are $1,209,210.

This final program review determination contains detaited information about the liability determination for
ali findings.

Protection of Personally Identifiable Information (PII}:

Pll is any information about an individual which can be used to distinguish or trace an individual's identity
(some examples are name, social security number, date and place of birth}.  The loss of P!l can result in
substantial harm, embarrassment, and inconvenience to individuals and may lead to identity theft or other
fraudulent use of the information. To protect PII, the findings in the atiached report do not contain any
student Pll. Instead, each finding references students only by a student number created by Federal
Student Aid. The student numbers were assigned in Appendix A, Student Sample. in addition,
Appendices B, C, D and E also contain PII.

Appeal Procedures:

This constitutes the Department's FPRD with respect to the liabilities identified from the April 20, 2008
program review report. (f Franklin wishes to appeal to the Secretary for a review of financial liabilities
established by the FPRD, the institution must file a written request for an administrative hearing. Please

FederalStudent 21~

An OFFICE of the U.5 DEFARTMENT of EDUCATION
School Participation Division — New York/Boston

32 Oid Slip, 25" Floor, New York, NY 10005



Franklin Career Institute
OPE ID 033283

PRCN 200640225454
Page 2 of 2

note that institutions may appeal financial liabilities only. The Department must receive the request no
later than 45 days from the date Franklin receives this FPRD. An original and four copies of the
information Franklin submits must be attached to the request. The regquest for an appeal must be sent to:

Ms. Mary E. Gust, Director

Administrative Actions and Appeals Service Group
L.S. Department of Education

Federai Student Aid/PC

830 First Street, NE - UCP3, Room 84F2
Washington, DC 20002-8019

Franklin's appeal request must:

(1) indicate the findings, issues and facts being disputed;

(2) state the institution’s position, together with pertinent facts and reasons supporting its position;
(3) include all documentation it believes the Department should consider in support of the appeal.
An institution may provide detailed liability information from a complete file review to appeal a
projected liability amount. Any documents relative to the appeal that include PII data must be
redacted except the student's name and last four digits of his / her sccial security number (please
see the attached document, "Protection of Personally 1dentifiable information,” for instructions on
how to mail "hard copy” records containing Pli}; and

(4) include a copy of the FPRD. The program review control number (PRCN) must also
accempany the request for review.

If the appeal request is complete andg timely, the Department will schedule an administrative hearing in
accordance with § 487(b)(2) of the HEA, 20 U.S.C. § 1094{b}(2). The procedures followed with respect to
Franklin's appeal will be those provided in 34 C.F R. Part 668, Subpart H. Interest on the appealed
liabilities shall continue to accrue at the applicable value of funds rate, as established by the
United States Department of Treasury, or if the liabilities are for refunds, at the interest rate set
forth in the loan promissory note(s).

Record Retention:

Program records refating to the period covered by the program review must be retained until the later of:
resolution of the loans, claims or expenditures questioned in the program review, or the eng of the
retention period otherwise applicable to the record under 34 C.F.R. §§ £668.24(e)(1), (e)(2), and (e}{3).

The Department expresses its appreciation for the courtesy and cooperation extended during the review.
If the institution has any questions regarding this letter, please contact Ebony Foy at 646-428-3882.
Questions relating to any appeal of the FPRD should be directed to the address noted in the Appeal
Procedures section of this letter.

Sincerely

(b))

Betty Coubhlin D

Director

Enclosure:
Protection of Personally Identifiable information

ce: Paula Jones, Financial Aid Administrator
NY State Department of Education
Council on Occupational Education

hee: Reading file, Correspondence file, Chris Curry, OCFO Accounts Receivable,
Lauren Popc, Don Tanguilig, Denise Morelli, Kathleen Wicks, Sherrie Bell,
Betty Coughlin, ERM



PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

Personally Identifiable Information (PII) being submitted to the Department must be
protected. PII is any information about an individual which can be used to distinguish or
trace an individual's identity (some cxamples are name, social security number, date and
place of birth).

PII being submitted electronically or on media (c.g., CD-ROM, floppy disk, DVD) must be
encrypted. The data must be submitted in a .zip filc encrypted with Advanced Encryption
Standard (AES) encryption (256-bit is preferred). The Department uses WinZip. However,
files created with other encryption software are also acceptable, provided that they arc
compatible with WinZip (Version 9.0) and are encrypted with AES encryption. Zipped files
using WinZip must be saved as Legacy compression (Zip 2.0 compatible).

The Department must receive an access password to view the encrypted information. The
password must be e-mailed separately from the encrypted data. The password must be 12
characters in length and use three of the following: upper case letter, lower case letter,
number, special character. A manifest must be included with the e-mail that lists the types of
files being sent (a copy of the manifest must be retained by the sender).

Hard copy files and media containing PIl must be:

- sent via a shipping method that can be tracked with signature required upon
delivery

- double packaged in packaging that is approved by the shipping agent
(FedEx, DHL, UPS, USPS)

- labeled with both the "To" and "From" addresses on both the inner and outer
packages

- identified by a manifest included in the inner package that lists the types of
files in the shipment (a copy of the manifest must be retained by the sender).

PII data cannot be sent via fax.
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OFPE 1D 033283
PRCN 200640225454

Page 2

A. Institutional Information

Franklin Career Institute

91 North Franklin Street

Hempstead, NY 11550-3003

Type: Private, Nonprofit

Highest Level of Offering: Non-Degree 1 Year {900-1799 hours)
Accrediting Agency: Council on Qccupational Education
Current Student Enrollment: 809 (2010/11)

% of Students Receiving Title IV, HEA funds: 56% (2010/11)

Title IV, HEA Program Participation {Source PCNet}:

2011-2012
Federal Pell Grant Program $2,694,683
Federal Supplemental Educational
Opportunity Grant Program (FSEQG) $66,833

Federal Work Study Program $46 879



Franklin Career Institute
QPE 1D 033283
PRCN 200640225434

Page 3

B. Scope of Review

The U.8. Department of Education (the Department) conducted a program review at Franklin
Career Institute (Franklin) from August 21, 2008 to August 25, 2006. A follow-up visit was
conducted on November 30, 2006. The review was conducted by Christopher Curry, Teresa
Martinez, and Jane Eldred.

The focus of the review was to determine Franklin's compliance with the statutes and regulations
as they pertain to the institution's administration of the Title IV, HEA programs. The review
consisted of, but was not limited to, an examination of Franklin’s policies and procedures
regarding institutional and student eligibility, individual student financial aid and academic files,
attendance records, student account fedgers, and fiscal records.

A sample of 37 files was identified for review from the 2005/06 and 2006/07 award years. The
files were selected randemly from a statistical sample of the tatal population receiving Title IV,
HEA program funds for each award year. In addition, 9 files were selected based on an
expanded review of students enrolled in the ESL proegram. Appendix A lists the names and social
security numbers of the students whose files were examined during the program review. A
program review report was issued on April 20, 2009

Disclaimer:

Although the review was thorough, it cannot be assumed to be all-inclusive. The absence of
statements in the report concerning Franklin' s specific practices and procedures must not be
construed as acceptance, approval, or endorsement of those specific practices and procedures.
Furthermore, it dees not relieve Franklin of its obligation to comply with all of the statutory or
regulatory provisions governing the Title |V, HEA programs.

C. Findings and Final Determinations

Resolved Finding

Finding #8

Franklin has taken the corrective actions necessary to resclve Finding #8 of the program review
report. Therefore, this finding may be considered closed. The institution's written response to this
finding is included in Appendix C. Findings reguiring further action by Franklin are discussed
below.

Resolved Finding with Comments

The following program review finding has been resolved by the fnstitution, and may be considered
closed. This finding is/are included solely for the purpaose of discussing reseclution of the finding.

Finding #10: Inadequate Monitoring of FWS Employment
Noncompliance:

Title IV regulations require that the student's work must be governed by employment conditions,
including pay, that are appropriate and reasonable in terms of any applicable Federal, State, or
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local law. 34 C.F.R. 875.20(c){1)(iii). An institution is responsible for ensuring that the student is
paid for work performed. 34 C.F.R. 675.18(a)(10).

The reviewers noted situations where students’ work periods appeared fo exceed New York State
Labor Department guidelines concerning meal breaks and consecutive hours of work. For
example, student #11’s timesheets show that she worked periods of more than five consecutive
hours numerous times, with as many as eight consecutive hours without a documented break.
The student was employed on-campus at Franklin. This office has been informed that New York
State Labor Laws require that employees who work shifts of more than four hours during the day
be provided a meal break of at least 30 minutes.

It is unclear whether students were actually working extended periods without a break, or were
paid for scheduled breaks, which is not allowed under Title IV regulations.

The reviewers also noted that Franklin paid student #30 for 54.5 hours of work during November
2005. However, the time sheet indicates that the student actually worked a total of 59.5 hours
that month.

Directives From Program Review Report;

Franklin was reguired to take the necessary steps o ensure that all applicable rules and
guidelines are followed for students employed and receiving assistance under the FWS program.

Finding Resolution:

In response to this finding, Franklin clarified the circumstances of student #11's work periods.

The institution apprised this office of changes that have been implemented as a result of this
finding. Franklin atso provided the requested clarification for whether Student #30 was paid the
correct amount for work performed, and confirmed that additional payments are due to the
student. Franklin mailed a check for $37.50 to the student for the five hours worked but not
paid.

Franklin stated they used the finding as an opportunity to improve procedures refated to
monitoring of FWS employment. Franklin revised its sign-in/sign-out sheets to better reflect a
break peried and instituted new procedures whereby FWS students sign a form acknowledging
their understanding of having to take breaks under certain conditions.

Findings with Final Determinations

The program review report findings requiring further action are summarized below. At the
conclusion of each finding is a summary of Franklin's response to the finding, and the
Department's final determination for that finding. A copy of the program review report issued on
April 20, 2009 is attached as Appendix B.

Note: Any additional costs o the Department, including interest, special allowances, cost of
funds, unearned administrative cost aliowance, etc., are not included in individual findings, but
instead are included in the summary of liabilities table in Section D of the report.
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Finding #1: Improper Administration of Ability to Benefit Tests
Noncompliance:

Only eligible students may receive Title IV program funds. 20 U.S.C. § 1091, 34 C.F.R. § 668.32.
To ke eligibte, students must be academically gualified to study at a postsecondary level. In this
regard, a student must have a high school diploma, a genera! education develcpment certificate
(GED), or be beyond the age of compulsory school attendance and have the ability to benefit
from the program of instruction that is being provided. See 20 U.8.C. § 1081, 34 CFR. §
668.32(e). A student who does not have a high schoo! diploma or GED must pass an
independently administered abiity to benefit (ATB) test prior to receiving Title 1V funds.

34 CF.R. § 668 .32(e)(2). If 2 student does not meet one of these criteria, hefshe is ineligible to
receive Title IV funds.

The Department considers a test to be independently administered if the test is given by a test
administrator who —

{1} Has no current or prior financial or ewnership interest in the institution, its
affiliates, or its parent corporation, other than the interest obtained through its
agreement to administer the test, and has no controlling interest in any other
educational institution;

(i) Is not a current or former empioyee of or consultant to the institution, its affiliates,
or its parent corporation, a person in control of another institution, or a member
of the family of any of these individuals;

{iii) ts not a current or former member of the board of directors, a current or former
employee of or a consultant to a member of the board of directors, chief
executive officer, chief financial officer of the institution or its parent corporation
or at any other institution, or a member of the family of any of the above
individuals.

34 C.F.R. § 688.151(b)(2)(i)-{ii}.

During the review, Department reviewers were informed that Franklin employed Vocational
Educational Testing, Inc. (VET) as its independent third-party tester for administration of the ATB
tests for students enrolled at the institution, until that entity was dissolved in April 2006. After
that, Franklin used Galina Fridman, who had been employed by VET as its independent test
administrator before the company dissolved. Reviewers asked for a copy of Ms. Fridman's
contract with Franklin, and were told that there was no contract, and that Ms. Fridman was paid
through Franklin's payroll. Frankiin's records contained a New Employee Data Sheet for Ms.
Fridman indicating a 9/1/05 “starting date of employment”.

During the course of discussions with school officials, the reviewers were informed that VET was
owned by Lydia Rock, the wife of Franklin’s president. Further research confirmed that Ms. Rock
was also the Chairman of the Board for VET. In addition, Lydia Rock is identified as a member of
Franklin's Board of Trustees. Due to the marital relationship between the owner of VET and the
President of Franklin, neither VET nor its employees weould meet the definition of an independent
test administrator. Ms. Rock’s position on Franklin's Board of Trustees would also prevent VET
from meeting the independence standard outlined above.
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Although VET ceased providing ATB testing for Franklin in 2006 when the company dissolved,
Ms. Fridman's prior employment by VET would prevent her from meeting the required standards.
In addition, Ms. Fridman's subsequent employment directly by Franklin would call into guestion
the independence required by the Title IV regulations. Despite arguments to the contrary by
Franklin, the information obtained by the Department suggests that Ms. Fridman was an
employee of Franklin and not just an independent contractor for ATB testing.

Directives From Program Review Report:

Franklin was informed that any ATB tests administered to Franklin students by VET or Ms.
Fridman are considered invalid due to the lack of an independent relationship. In response to the
finding, Franklin was required to provide a list of all Title [V recipients who were admitted and
were determined to be eligible for Title IV funds under the ATB provisions for the 2004/05 award
year to the date of the report. Franklin was alse reguired to provide documentation for all persons
who have administered the ATB tests at the institution since the program review was conducted,
inciuding approvais from the testing agency, where applicable. Franklin was to provide
certifications regarding whether any of those test administrators met the regulatory criteria
described in the above citation, and provide the most current contact information for any of those
individuals. In addition, Franklin was required to identify any Title iV funds disbursed to students
who were admitted based on ATB tests that were not administered by persons who met the
independent tester criteria.

Final Determination:

Frankiin disagrees with the Department in this finding. The school contends that at all times,
Franklin complied with the federal requirements that an ATB test be independently administered.
The school made two general arguments to support its position. First, Franklin argued that its
use of VET did not violate the requirement that ATB be independently administered because the
company itself did not serve as the test administrator, but only served as a contractor for
identifying, recruiting, and contracting independent contractors to give ATB tests at Franklin,
Second, Franklin contends that Ms. Fridman was not an employee of the school. To support this
position, Franklin argues that her inchusion on the payroll and the issuance of a W-2 do not create
an employment relationship between Franklin and Ms. Fridman. In its argument, Franklin aiso
noted that Ms. Fridman did not receive any benefits or vacation leave. Frankiin’s entire response
is included as part of Appendix C.

The Department has reviewed Franklin's response and determined that it does not resolve the
ATB finding. The evidence that the Departiment has obtained establishes that neither VET, nor
Ms. Fridman meet the independence standards required under the Title IV ATB regulations.

First, the fact that VET contracted with Ms. Fridman to provide services for Franklin does not
change the nature of the relationship between VET and Franklin. Franklin hired VET tc perform
the ATB testing at its school, and payment was made to VET. The contractual relationship to be
reviewed for ATB purposes was between VET and Franklin. The principles of both of these
entities are related. This is exactly the type of relationship that is prohibited under regulations.
The fact that VET hired Ms. Fridmamn as a contract employee rather than a saiaried employee is
simply irrelevant to this issue.

The Department also rejects the argument made by Franklin regarding the time period after VET
was dissolved. First, the evidence the Department has cbtained establishes that Ms. Fridman
became an employee of Franklin after VET dissolved. The scheol did not have a contract with
Ms. Fridman to administer the ATB tests and the reviewers obtained documentation showing that
Ms. Fridman became a new empioyee of Franklin on September 1, 2005. Franklin acknowledges
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thet (VNSNS received a W-2 but maintains that this does not create an employment
relationship. Contrary to Frankiin's contention, a W-2 is exactly the tax document that is provided
to an employee. Other IRS documents are used if an individual is simpfy paid as a contractor.
Further the absence of leave and benefits, does not in and of itseif, establish that

was not an employee. Last, (NS previously worked for the company owned by Mr.
[RNENife. The regulations also cover an individual's former employment.

The purpose of the independence standard in the ATB regulations was to preclude any type of
family or financial relationship between a testing entity and a schoo! from tainting the ATB
process. The facts uncovered with Franklin are exactly the types of relationships the Department
was frying to prevent when it implemented the Title IV ATB requirements.

All of the factors here establish that the ATB tests administered by Franklin during this time period
were not performed by an independent tester. Therefore, students who were administered a test
by VET oriwere ineligible for Title IV funds, and any aid disbursed to the students
must be returned. Based on results of the file review conducted by Franklin, attached as
Appendix D, Franklin must return $1,082 584.00 in disbursed federal aid.

Liabilities of $37,528.14 were established for 69 students in this finding that are also included in
the students liabilities established under Finding #4. Those dupficated amounts will be removed
in the summary of liabilities table.

Instructions for payment of liabilities are included in the Payment Instruction section of this report.

Finding #2: Inadequate Documentation of Student Eligibility for ESL Program
The finding has been resolved for student 42.
Noncompliance:

For purposes of Title IV participation, an educational program that consists solely of instruction in
ESL qualifies as an eligible program only if—

{1)(i) The institution admits to the program only students who the institution determines
need the ESL instruction to use already existing knowiedge, training, or skills; and
(i) The program leads to a degree, certificate, or other recognized educational
credential.

(2) Aninstitution shail document its determination that ESL instruction is necessary to
enable each student enrolled in its ESL program to use already existing knowledge,
training, or skills with regard to the students that it admits to its ESL program under
paragraph (j}{1){i}) of this section.

34 C.F.R. § 668.1().

The reviewers found cases where there was inadequate documentation that students enrolled in
the ESL program were pursuing the program to use already existing knowledge, training, or skills.
The reviewers did naot find any specific notations by institutionai officials documenting its
determinations for any of the students sampied as required under the regulation.

For example, student #46 indicated on his Career interview Application (CIA) form that he was
employed in "Cleaning” field. In the section where the student is asked to list the reason why
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he/she want to continue education, the student indicated that, | would like to learn English to help
ry child with her homework®. There was no other documentation in the folder clarifying that the
student needed the English to use prior knowledge, skills or training.

Student #45 filed out the employment section of her English as a Second Language Program
Application Supplement (ESL-PAS), indicating that she was employed in the Homecare field.
She wrote on her CIA form that the reason she wanted to continue her application was "to learn
English to help my san”.

Student #43 indicated on her ESL-PAS that she had been a family home-keeper for the past
year, but she did not list any reascn for continuing her education on the CIA form

Student #41’s records did not identify any prior training or employment, only indicating en the
CIA form that his reasan for continuing his education was to learn English.

The required documentation was also lacking for student #39.

When guestioned about the lack of specific documentation, institutional officials stated that the
implication could be drawn from the student’s current employment. However, as set forth in the
regulations, Franklin is required to document its determination that ESL instruction is necessary
to enabie each student enrolling in its ESL program to use already existing knowledge, training,
or skills. Furthermore, the information provided by some students discussed in this finding
appears to indicate only perscnal reasons for improving their English skills.

Directives From Program Review Report:

As a result of this finding, Franklin was required to review the files for all Title IV recipients who
were enrolied in the ESL program for the 2004/05 and 2005/06 award years. In response,
Franklin was instructed to provide copies of all documentation that was collected, at the time
students were enrolled, that documents the students' reasons for enrolling in the program, and
the institution's evaluation of that information.

Frankiin was also instructed to develop and implement procedures for collecting the required
information from students as well as documenting the institutior’s determinations as required in
regulations, and provide this office with copies of those procedures.

Final Determination:

Franklin provided the Department with copies of ESL Application Supplements for students #39,
42, 43, 45 and 46, which documented thase students employment status at the time they enrolled
in the programs at Franklin, asserting that the information on those forms suffices to meet the
regulatary requirements.

Franklin acknowledged that the supporting documentation for Student 41 might be insufficient to
demonstrate the student's knowledge, skili, and experience.

The Department has reviewed the documentation that was submitted and determined that
Frankiin did not collect adequate documentation for certain students enrolled in the ESL program.
There was not sufficient evidence provided that showed these students were pursuing the
program to use already existing knowledge, training, or skilis, With the exception of Student #42,
the institution has not provided the Department with any additional documentaticn that wouid
change the findings of the Program Review Report.
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The Career Interview Application and the English as a Second Language Program Appiication
Supplement documents are not adeguate to document the requirements under the provisions of
34 C.F.R. § 668.1()). Instead of documenting that ESL instruction is necessary to enable each
student enrolled in its ESL program to use already existing knowledge, training, or skills to work in
specific fields, the forms rely on the students’ empioyment history and assumes the reviewer
would know the basic skills involved in the positions. The forms ask vague cpen-ended questions
that do not always provide the answers needed to meet the regulatory reguirements. The
Department recommends a revision of The Career interview Application (CIA) and the English as
a Second Language Program Application Supplement (ESL-PAS).

As indicated on the Program Review Report, student #46 indicated on the CIA form that his last
place of employment was “Cleaning”. The student was alsoc asked to list on that form the reason
why he wanted to continue his education and how it wilt benefit the student’s future. The student
indicated that, "l would like to learn English to help my child with her homework”. The ESL-PAS
document enly indicated the student was employed in a cleaning position, and had skills in
customer service. It did not indicate that the student was pursuing the program to use already
existing knowledge, training, or skills. Franklin apparently presumes that the student needed to
enhance his English language skills to enhance his ability to perform in his current pasition. This
is an undocumented presumption, as the student’s English language skills may be sufficient to
allow her to function in her current position. The burden is on Franklin to docurent that the
student meets the regulatory requirement; especially given the student’s own expressed reason
for wanting to learn English. Franklin has failed to meet the burden of proof in this case.

Similarly, Franklin failed to submit any additional documentation to support its position for
students 39, 41, 43 and 45. Based on Franklin’s failure to secure adequate documentation to
demonstrate that the students were pursuing the program to use already existing knowledge,
training. or skills, all Title IV funds disbursed to students #39, 41, 43, 45 and 46 are institutional
liabilities.

According to the National Student Loan Data System, the total Pell Grant funds disbursed to
these students are as follows:

#36 $4 000
#41 4,050
#43 4,050
#45 4,050
#46 3.700

Total $19,850

Instructions for payment of liabilities are included in the Payment Instruction section of this report.

Finding #3: Inadequate/Conflicting Attendance Records

Noncompliance:

An institution must maintain documentation establishing each student's or parent borrower's
eligibility for Title IV funds. At a clock-hour school, required documentation includes attendance
records to document that the appropriate numkber of clock hours were offered or completed.

34 C F.R. §668.24(c)iil).

Regutations define a clock hour as: a period of time consisting of—
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{1} A 50- to 60-minute class, lecture, or recitation in a 60-minute period;
{2} A 50- to 60-minute faculty-supervised laboratory, shop training, or internship
in @ 60-minute period.

34 C.F.R. § 600

The reviewers found numerous guestions and conflicts when reviewing the attendance records at
Franklin. Students who are absent from class at Frankiin are allowed to make-up hours at pre-
scheduled make-up sessions. The students are required to fill out Make-Up Reports identifying
the date(s) that they were absent, the Subject/Class, and the number of hours that are being
made up. An instructor would sign-off on these forms, and assign the appropriate work to the
students. However, reviewers noted numerous discrepancies when testing the backup
documentation for make-up hours reported on students’ computerized Attendance Summary
reports. The issues identified are outlined below.

Student #37's records contain a Make-Up Report indicating that she received credit for three
hours of make-up in the Medical Billing class for an extra-credit report on 2/14/06. The student
also received credit for nine make-up hours in the Microsoft Word class on 1/5/08, for a "Tables
Project”. Other Make-Up Reports were found for this student for apparent projects were
approved on 2/10/06 (2.5 hours), 1/3/06 (4.5 hours}, and 1/3/06 again (5 hours}. In all, the
student received approvail for a total of 10 make-up hours on 1/3/06. Also, most of the projects
approved on 1/3/06 were identified as make-up for a class absence on 10/8/05 and 10/10/05,
apparently for a class the student had completed and received an "A” grade back in October
2005. Based on this information, it is questionable whether most of the make-up hours recorded
for this student involved faculty supervised instruction.

Furthermore, the reviewers found two Make-Up Reports, both of them reporting work the student
claimed that she performed between 7 PM and 7:30 PM an 1/19/08, receiving credit for half-hour
make-up for two different classes on different days.

These make-up hours were added into Franklin's computerized attendance system, and were
included in determining the total number of hours the student completed. This student stopped
attending Franklin on 3/7/08, after completing 384.5 hours of 560 hour offered in her program.
The 50.5 hours of make-up entered into the computerized attendance system were added to the
actual recorded hours present, resuiting in the student being identified as having completed 436
hours of instruction. The implications of questionable make-up hours relating to disbursements
of funds to students and R2T4 calcufations are further discussed in findings #4 and 5.

Student #17’s records contained a Make-Up Report showing that the student made up one hour
of a class he missed in Business English on 1/13/05. However, Franklin’'s Ciass Attendance
Roster shows the student was present for that class that whole week. In addition, the Make-Up
report was issued on 1/12/05, apparently indicating the student was approved to make-up a cfass
that had not yet been offered. Similar discrepancies were also found for this student for make-up
hours approved on 12/20/04, 12/21/04, 1/3/05, and 1/14/05.

The records also contained a Make-Up Report for the Business English class the student missed
on 12/2/04. This Make-Up Report was issued on 12/6/04. However, the reviewers also found
Make-Up reports issued on 12/7/04, 12/8/04, 12/9/04 and 12/10/04, all approved for make-up of
the Business Engiish class the student missed on 12/2/04, for a total of five make-up hours. The
Class Attendance Roster indicates that the student was absent that date, but that class was only
offered for two hours on 12/2/04.
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The reviewers also found many examples of conflicting information, as described in the cases
above, for student #25. In addition, the reviewers found that this student was credited for
mutiple hours of make-up for the Internet course between 8/9/05 and 8/12/05, when the student
didn't begin the internet class until the week of 8/18/05.

Conflicting information regarding attendance was also found in student #32°s file.

Interviews with instructors who were assigned to monitor make-up sessions indicate that students
wolild sometimes arrive without specific work assignments. In such cases the instructors
indicated that they would assign some work or projects that were applicable to the course the
student needed to make-up hours for, although they could not be sure that it had anything to do
with the specific part of the coursewoerk the student had missed.

The pervasive nature of this finding in the sample of students tested for this issue calls into
question the number of hours completed by students as reported in Franklin's records. For Title
IV purposes, this has the greatest possible implications for determining whether returns are due
to the programs for students who did not complete their programs.

Directives from Program Review Report:

This issue was discussed with schoo! officials during the program review. Franklin undertook a
seif-study based on the preliminary discussion to determine the potential impact of the
deficiencies. The resulting report submitted by Franklin was not useful, as it did not address all
issues discussed in the requirements stated for this finding.

As a result of this finding, Franklin was required to perform a review of files for all Title IV
recipients who attended the institution for the 2004/05 and 2005/06 award years, and did not
complete their programs. Franklin was directed to evaluate the documentation of the make-up
hours based on the issues described above, and to consider any other questionable
circumstances not uncovered in our limited review. Franklin was instructed to identify criteria for
determining which hours are invalid, and share that information with this office. Franklin was then
required to apply the agreed-upon criteria to ascertain the appropriate number of hours
completed for this group of students, and determine if there are any resulting funds to be returned
to the Title IV programs,

Final Determination:

The institution provided the file review for all Title IV recipients who attended the institution for the
2004/05 and 2005/06 award years, and did not complete their programs. The resulting liabilities
associated with this violation are discussed in Finding 4.

Finding #4: Incorrect Calculation of Return to Title IV
Noncompliance:

When a student withdraws prior to the completion of his/her program of study, the school must
determine if the amount of Title IV assistance disbursed to the student exceeded the amount of
Title IV funds earned as of the date of the student’s withdrawal. 34 C.F.R § 668.22(e). The
percentage of Title IV grant or loan assistance that has been earned by the student is equal to the
percentage of the payment peried or period of enroliment that the student completed as of the
student's withdrawal date. 34 C.F.R. § 668.22(e)(2). For a program such as Frankiin's that is
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measured in clock hours, the percentage completed is determined by dividing the total number of
clock hours in the payment period or period of enroliment into the number of clock hours
scheduled to be completed as of the student’'s withdrawal date. The scheduled clock hours used
must be those established by the institution prior to the student's beginning class date for the
payment period or period of enroliment and must be cansistent with the published materials
describing the institution's programs, unless the schedule was modified prior to the student's
withdrawal. 34 C.F.R. § 668.22(f)(1){ii).

As set forth below, the Department found that Frankiin failed to accurately account for the number
of hours scheduled and completed hours for students who withdrew in their second and
subsequent payment periods.

Student #37 stopped attending schocl on 3/7/06. Franklin’s attendance system recorded that the
student had been present for 384.5 hours, and had been absent for 175.5 hours, for a total of 560
hours of instruction offered through the last date of attendance. The system also showed that the
student had completed 50 make-up hours.

Franklin has a 10% excused absence policy. Based on the combination of hours completed,
make-up hours, and excused absences, it was clear the student had entered her second payment
period before withdrawing. The issue is the number of hours completed in that second payment
period.

Franklin made the determination that the student had completed 110 hours in her second
payment period {560 hours offered — 450 hours in first payment period). Based on the 110
hours, Franklin determined that the student was eligible to receive a post-withdrawai
disbursement of $494 in Pell Grant funds for her second payment period. However, a closer
evaluation provides a different result. Completion of a payment period is based on clock hours
attended, with a reasonable allowance for excused absences. Therefore, Frankiin cannot
presume in its R2T4 calculations that the first 450 clock hours offered to a student encompasses
a complete payment period. Hours that the student was absent in the first payment period, in
excess of the number of hours made-up and the number of excused hours for the payment
period, should not be considered when determining when the student completed the payment
period.

Considering the 384 5 clock hours student #37 completed, 45 excused absences (10% of 450
hours in payment period), and 50 make-up hours, the student would have completed her first
payment period during the week of 2/13/06. Determining the exact date is difficult because
Franklin's computerized attendance system only records the total number of make-up hours, it
does not record the detail of the day the hours were completed. Based on this approximation, the
student only attended into the third week of her second payment period, encompassing a total of
53.5 clock hours of instruction offered.

Based on the student's enrollment for 53.5 clock hours in the second payment period, she would
have been eligible to receive a post-withdrawal disbursement of $129.60 in Pell Grant funds for
her second payment period, instead of the $494 disbursed by Franklin.

Similar errors were found with post withdrawal disbursements made for students #6, 18, and 39
that did not account for the actual point at which the student started their second payment
periods.

In addition, Franklin's records show that it determined oni 10/8/04 that Student #1 had dropped
out of school, with a 8/20/04 last date of attendance (LDA). An R2T4 calculation was performed
using the hours otfered through $/20/04. However, the computerized attendance summary for
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this student indicates the last date of program attendance during the week of 8/6/04 The
summary shows only 25 absent hours the week of 9/20/04, and 5 absent hours on 2/20/04.
Therefore, it appears as though hours of non-attendance after the student’s actual LDA were
improperly included in the R2T4 calculation.

Directives From Program Review Report:

Franklin’s process for performing R2T4 calculations involved the use of a privately-developed
automated worksheet. As described in this finding, it appears that this spreadsheet would
automatically use the bottom-fine total hours in the system, instead of performing the analysis
required to identify the specific point at which a student completed a payment period. This calls
into guestion whether accurate R2T4 calculations were performed for students whao Franklin
determined had cempleted their first payment period.

In response to this finding, Franklin was required to provide clarification of the process that has
been used for determining the completion percentages of students who withdrew from school,
from the 2004/05-award year to the present.

Due to the systemic and material nature of this finding, Franklin was required to perform a review
of all Title 1V recipients who withdrew from the school to determine whether additional returns of
funds are due to the Title IV programs. Franklin also needed to consider the issues related to
make-up hours discussed in finding #3 to ensure complete and accurate determinations are
made.

Franklin was also required to apprise this office of procedures implemented to ensure the
regulatory requirements will be met in the future.

Final Determination:

Franklin disagreed with the finding that it failed to accurately account for the number of hours
scheduled and completed for the students who withdrew in the second and subsequent payment
periods. Franklin believes that at all times its policies have complied with the statutory and
regulatory requirements for Return to Title IV calculations. In its response, Franklin stated that
"When determining when a student has completed a payment period for purposes of disbursing
aid to an enrolled student is governed by a separate set of rules and calculation than those
governing the determination of how much aid a student who has withdrawn has earned.”

The Department agrees that each process is governed by a separate set of rules and
calculations, however, the two processes are related 1o one another: and an institution must
determine how much of a payment period the student completed before it can calculate the
Return fo Title IV funds.

Franklin provided the required file review. The results are attached as Appendix E.

Based on this information the school is required to repay $93,840.00 to the Title IV programs.
Liabilities of $37,528.14 were established for 63 students in this finding that are also included in
the students liabilities established under Finding #1. Those duplicated amounts will be removed
in the summary of liabilities table.

instructions for payment of liabiiities are included in the Payment Instruction section of this report.
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Finding #5: Improper Disbursement of Title IV Funds
Noncompliance:

An institution must disburse Title |V funds on a payment period basis. The first payment period
for an eligible program that measures programs in clock hours, and is one academic year or less
in length, equals the period of time in which the student completes the first half of the number of
clock hours in the program. The second payment pericd is the period of time in which the student
completes the program. 34 C.F.R. § 668.4(c){1). For a student enrolled in an eligible program
that is more than one academic year in length, the first payment period for the first academic year
and any subsequent full academic year is the period of time in which the student successfully
completes half of the number of credit hours or clock hours, as applicable, in the academic year
and half of the number of weeks of instructional time in the academic year. The second payment
period is the period of time in which the student successfully completes the academic year. 34
C.F.R. § 668.4{c)(1).

An institution may disburse funds to a student for a payment period only if the student enrolled in

classes for that payment period, and is eligible to receive those funds. 34 C.F.R. § 668.164(b){1).
A school may not credit a student's account or release the proceeds of a loan to a student who is
on a leave of absence. 34 CFR 868.604(c)(4).

The reviewers found that Franklin was not complying with Title IV disbursement provisions.

Franklin disbursed $2025 in Pell Grant funds to student #28 for her second payment period on
1/20/06. However, the student was on a leave of absence (LOA) that began 12/15/05. The
student never returned from the LOA, and Franklin subseguently returned the funds to the
program on 7/10/06.

In addition, the student had completed only 321.5 hours at the time of the disbursement. Even
allowing for a maximum of 10% excused absences {45 hours), the student had not completed her
first payment period of 450 hours. it appears that the disbursement was paid based on the total
number of hours offered, instead of the hours completed.

Student #30 stopped attending schoal on 4/17/086, after completing 397 5 clock hours, including
make-up hours. Frankiin performed an R2T4 calculation and determined that, because the
student had been offered a total of 567 hours of instruction before he withdrew, he was entitled to
a partial disbursement of Pell Grant funds for a second payment period. However, even allowing
for excused absences, the student had not compieted his first payment period, and was not
eligibte for any further disbursements.

Directives From Program Review Report:

Franklin was infermed that this issue was related to those discussed in findings # 3 and 4.
Therefore, the resolution of this finding was addressed in the requirements for those findings.

Final Determination:

Franklin acknowledged the error in disbursing aid to the two students cited in this finding.
Students #28 and #30 withdrew before completing their first payment period and shouid not have
received their second disbursement. Frankiin also asserted that the examples noted in this
finding were individual instances of miscalculation, and claimed that there was no relation
between these cases and Finding #4, which documented that the institution failed to consider
whether students had completed their payment periods when performing R2T4 calculaticns.
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Franklin is liable for a $527 ineligible Pell Grant disbursement paid to student #30.

Liabilities of $527 were also established for student #30 in Finding #4; that amount is included in
the student liabilities for this finding, however, those duplicated amounts will be removed in the
summary of liabilities table.

Finding #6: Incomplete Verification
The finding has been resolved for student 28.
Noncompliance:

An institution is responsible for verifying all required information submitted by applicants for
student financiat assistance in connection with the calculation of their expected family
contributions (EFC) for Title [V assistance. See 34 C.F.R. §§ 668 .51{(a), 668 56(A)(1)(2)(3)(4),
668.57(a){b)(c){d). An institution is responsible for ensuring that applicant information is updated
when changes occur, for resclving conflicting information discovered during verification, and for
using corrections to data originally reported to determine whether student eligibility would be
impacted. 34 C.F.R. §§ 668.55(a)(1)(i}ii).668.59(a)-(e).

The reviewers found cases where Franklin failed to complete verification requirements for
students.

Student #15's {SIR for the 2004/05 award year was selected for verification. The file contained a
copy of her parents’ 2003 tax return, which identified $9,325 in pensions and annuities on line
16a that were not taxed. This amount should have been reporied on the ISIR at line 79, unless
the amount on line 16a was a pension rollover. However, there was no documentation in the fite
indicating a roflover, and there was no income reported on line 79.

Student #37’s 2005/06 ISIR was selected for verification. Franklin collected a copy of her
parent’s tax return, and a verification worksheet that confirmed the members of the parent's
household reperted on the ISIR. However, Section C of the verification worksheet was blank.
Section C is where the student would confirm whether they filed a tax return, and alsc report any
income or benefits they received in 2004

Directives From Program Review Report;

In response to this finding, Franklin was instructed to apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future. In addition, Franklin
was reguired te review the files for the students discussed in this finding to determine whether the
students were eligible for all Title IV funds disbursed. Franklin was informed that it could attempt
to collect any missing decumentation and perform all required need analyses to confirm students’
eligibility if information was revised as a result of verification. The institution was also informed
that it would be liable for the amounts of any awards in excess of students’ revised need, and for
all Titte IV funds awarded to the student in the applicable award year if the required
documentation was not ¢collected. Franklin was to provide copies of all documentation collected
and all recalculations performed. In cases where information on verification worksheets was
revised, the changes were to be initialed and the worksheets signed again by the required
persons. Franklin was required to report the total amount of ineligible Title IV funds disbursed to
the students.
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Final Determination:

Student 15 - Frankiin agreed there was an error in regard to the verification process for Student
15. Franklin corrected the error and conducted a needs analysis with the correct information. The
result was a change in the Expected Family Contribution from $1847 to $3677. The Federal Pell
Grant award decreased from $1467 to $400. Franklin is responsible for the $1067 overaward.

Student 37 - The Department found that section C of Student 37's verification worksheet was left
blank. Section C confirms whether the student filed a tax return and reported any income or
benefits for the previous year. Franklin noted that during the verification process they confirmed
the student did not earn any income and the student inadvertently failed to check the box
indicating that no tax return was filed, and that no recalculation of the award was required.

Franklin stated that it determined that the student did not earn any income for the year in
question, but it failed to provide any documentation from the student to verify that fact.
Therefore, the institution’s assertion that it had confirmed the student did not earn any income
cannot be documented. Without the required verification, student #37 is not eligible for any of
the funds disbursed, in the following amounts:

Pell Grant — 1% Disbursement  $2.025
Peil Grant — 2™ Disbursement 494

The reviewers noted that the $494 2™ disbursement was identified as a liability in the file review
performed for Finding #4.

The total liability for this finding is $3,586.

Liabilities of $494 were established for student #37 in Finding #4, and liabitities of $2 519 were
established in Finding #7. Pell Grant liabilities of $1,467 were established for student #15 in
Finding #7. These amounts are included in the student liabilities for this finding hawever, those
duplicated amounts will be removed in the summary of liabilities table.

Finding #7: Conflicting Information

The finding has been resolved for students 28 and 31.

Noncompliance:

An institution is required to develop and apply an adequate system to identify and resolve
discrepancies in the information that the institution receives from different sources with respect to

the student's application for financial aid under Title IV programs. 34 C F.R. § 668.16(f).

The reviewers found instances where Franklin failed to resolve conflicting information in students’
records relating to the eligibility for Title 1V funds.

Student #15 completed her Student Profile Form indicating that she was employed in 2004,
but she reported that she had no income in 2004.

Student #37’s ISIR, based on a FAFSA signed on 9/7/05, indicates that she was an unmarried
student, and dependent an her parent. However, the student reported on her Career Interview
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Appiication, which was completed on 9/8/05, that she was married. If the student were actually
married at the time she completed the FAFSA, she would have been considered independent,
and would have been required to report her spouse’s income.

Directives From Program Review Report:

In response to this finding, Franklin was required to apprise this office of procedures implemented
te ensure the regulatory requirements would be met in the future. Franklin was also instructed to
provide documentation confirming the resolution of the issues identified for the students
discussed, including any required need analysis recalculations of the students’ Title IV eligibility,
and any impact on awards.

Final Determination:

Franklin confirmed that the conflicting information for students # 15 and #37 could not be
resoived, and accepted the liakility for these students.

The liabilities for this finding are as follows:

Student#15  $1467 Pell Grant, 1019 FWS (75% of $1359)
Student#37  $2519 Pell Grant

Total liabilities for this finding is $3,986 Pell Grant, $1,019 FWS

Pell Grant liabilities of $494 were established for student #37 in Finding #4, and liabiiities of
32,519 were established in Finding #6. Pell Grant liabilities of $1,467 were also established for
student #15 in Finding #6. These amounts are included in the student liabilities for this finding,
however, those duplicated amounts will be removed in the summary of liabilities table.

instructions for payment of fiabilities are included in the Payment Instruction section of this report.

Finding #9: Documentation of Student Etigibility for FWS Employment
Noncompliance:

A student at an institution of higher education is eligible to receive part-time employment under
the FWS program for an award year if the student meets student eligibility requirements and is
enrolled or accepted for enrcliment as an undergraduate, graduate or professional student at the
institution. 34 C.F.R. §675.9.

Frankiin's records indicated that student #25 completed her program on 3/24/06, with the end of
her externship. However, the student continued to work in her position at Franklin from 4/4/06
through 4/28/06. Unless the student's program of study was extended beyond 3/24/06, the
student was not eligible to receive FWS funds for work performed beyond that date. Franklin was
asked to ciarify the date the student completed the program, but the school only provided a copy
of & diploma, indicating that it was issued in April 2006.

Directives From Program Review Report:
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In response o this finding, Franklin was required to confirm the date that the student completed
her program of study.

Final Determination:

Franklin stated that Student #25 officially graduated on April 7, 2008, with her last scheduled day
of attendance being March 31, 2006. She was offered full time employment beginning May 1,
2006 and asked to continue to work at the school through the month of Aprit. The schoo! stated
that the student's request for FWS was granted without realizing the student had officially
graduated. The student continued to be compensated with FWS funds in error.

Franklin is liable for the federal share of the FWS funds disbursed after the student had
compieted their program of study. The calculated liability is based on 75% of the $ 352.50 the
student received for the month of April, 2008, or $2684.38. Franklin is also liable for $14.85
interest for a total of $280.23.

Instructions for payment of liabilties are included in the Payment Instruction section of this report.

Finding #11: Documentation of Eligibility for SEOG Award/Disbursement
This finding has been resolved for students 15 and 35.
Noncompliance:

A student is eligible to receive an FSEQG for an award year if the student meets the relevant
student eligibility requirements, and is enrolled or accepted for enrollment as an undergraduate
student at the institution. 34 C.F.R. § 676.9. in selecting among eligible students for FSEQG
awards in each award year, an institution shall select those students with the lowest expected
family contributions who will also receive Federal Pell Grants in that year. 34 C.F.R. § 876.10
@q1).

Reviewers were not able to find decumentation supporting FSEQOG awards to some students in
the program review sample.

Student #32 dropped out of school on 5/3/06. Frankiin made two FSEQG dishursements of $200
each on 5/15/06. The latest award letter found in the student’s file was dated 5/1/06. and did not
indicate any FSEOG awards for this student.

Directives From Program Review Report:

In response to this finding, Franklin was required to provide documentation to show that the
FSEOG funds were awarded to the students identified while they were still enrolied ard attending
classes in their programs of study. Franklin was also required to provide documentation of its
awarding FSEQG awarding procedures, including the timeframes when awards are made to
students.
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Final Determination;

Franklin agrees with Finding 11 as it relates to Student 32. Student 32 was mistakeniy awarded
$400 in FSEOG after her last date of attendance. Franklin is therefore liable for the federai share
of the award, or $300.

Franklin stated that they have updated their data processing system. FSEOG is now dishursed to
students at the beginning of each award year. Frankiin believes the new data processing system
is an asset in ensuring all awards have been made while the students were still in school.
Franklin included copies of its FSEQG awarding procedures as well as its overall packaging
procedures.

Instructions for repayment are provided in the Payment Instructions Section of this FPRD.
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Duplicate Liabilities:

The Actual Liabilities table above contains duplicate liabilities. The Established Liabilities table
reflects adjustments made to remove all duplicate liabilities as described in Findings # 1, 4. 5 and
7.

E. Payment Instructions

1. Liabilities Owed to the Department

Liabilities Owed to the Department $100,000 or More

Franklin owes to the Department $1,209,210. This liability must be paid using an electronic
transter of funds through the Treasury Financial Communications System, which is known as
FEDWIRE. Franklin must make this transfer within 45 days of the date of this letter. This
repayment through FEDWIRE is made via the Federal Reserve Bank in New York. If Franklin
bank does not maintain an account at the Federal Reserve Bank, it must use the services of a
correspondent bank when making the payments through FEDWIRE.

Any liability of $100,000 or more identified through a program review must be repaid to the
Department via FEDWIRE  The Department is unable to accept any other method of payment in
satisfaction of these liabiiities.

Payment and/or adjustments made via G5 will not be accepted as payment of this liability.
Instead, the school must first make any required adjustments in COD as required by the
applicable finding(s) and Section Il - Instructions by Titfe IV, HEA Program (below), remit
payment, and upon receipt of payment the Department will apply the funds to the
appropriate G§ award (if applicable).

Instructions for completing the electronic fund transfer message format are included on the
attached FEBWIRE form.

Terms of Payment

As a result of this final determination, the Department has created a receivable for this liability
and payment must be received by the Department within 45 days of the date of this letter. If
payment is not received within the 45-day period, interest will accrue in monthly increments from
the date of this determination, on the amounts owed to the Department, at the current value of
funds rate in effect as established by the Treasury Department, until the date of receipt of the
payment. Franklin is also responsible for repaying any interest that accrues. If you have any
questions regarding interest accruals or payment credits, contact the Department's Accounts
Receivable Group at (202) 245-8080 and ask to speak to Franklin's account representative.

If full payment cannot be made within 45 days of the date of this letter, contact the Department's
Accounts Receivable Group to apply for a payment plan. Interest charges and other conditions
apply. Written request may be sent to:

U.8. Department of Education

QOCFO Financial Management Operations
Accounts Receivabie Group

550 12th Street, SW. Room 6114
Washington, DC 20202-4461
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If within 45 days of the date of this letter, Franklin has neither made payment in accordance with
these instructions nor entered into an arrangement to repay the liability under terms satisfactory
to the Department, the Department intends to collect the amount due and payable by
administraltive offset against paymenis due Franklin from the Federal Government. =ranklin may
object to the collection by offset only by challenging the existence or amount of the debt.
To challenge the debt, Franklin must timely appeal this determination under the procedures
described in the "Appeal Procedures” section of the cover letter  The Department will use those
procedures to consider any objection to offset. No separate appeal opportunity will be
provided. If atimely appeal is filed, the Department will defer offset until completion of the
appeal, unfess the Department determines that offset is necessary as provided at 34 CF R. §
30.28. This debt may also be referred to the Department of the Treasury for further action as
authorized by the Debt Collection Improvement Act of 1896

2. Pell Grant — Cancelled Award Year

Finding{s}). #1,2 4 and7
Appendices: D, E&F

Franklin must repay:

i ~_PellGrant Cancelled Award Year - B
i Amount 1 Amount Title IV Grant Award Year
| {Principai) {Interest) N :
i $403,189 : $15,448 PellGrant | 2004/05
i $750,484 | 29,188 Pell Grant ) 2005/06
$ B5565 684 Pell Grant _ 2006/07
Total Principal Tota! Interest I UTEPR I '
31,162,238 %45 318

The liability above is for award years 5 years or older and student adjustments in the Common
Origination and Disbursement (COD) system are no longer possible. Instead, the funds will be
returned to the general program fund for the applicable Title IV program.



Appendix A — Program Review
Sample



Franklin Career Institute
OPE 1D 033283

PRCN 200640225454
Page |

Appendix A: Student Sample
2004/05

Student’s Name
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Randy Rock, President Overnight Mail, Tracking # 8693 2081 9943
Franklin Career Institute

91 North Franklin Street

Hempstead, NY, 11550-3003

RE: Program Review Report
OPE ID: 033283
PRCN: 200640225454

Dear Mr. Rock:

From August 21, 2006 through November 30, 2006, Chnostopher Curry, Jane Eldred, and Teresa
Martinez conducted a review of Franklin Career Institute’s {(Franklin’s) administration of the
programs authorized pursuant to Title IV of the Higher Education Act of 1965, as amended, 20
U.S.C. §§ 1070 et seq. (Title IV, HEA programs). The findings of that review are presented in
the enclosed report,

Findings of noncormpliance are referenced to the applicable statutes and regulations and specify
the action required to comply with the statute and regulations. Please review the report and
respond to each finding, indicating the corrective actions taken by Franklin, The institution’s
response should be sent directly to Christopher Curry of this office within 30 calendar days of
receipt of this letter. Please see the enclosure Protection of Personally Identifiable Informaticn
(PID) for instructions regarding submission of required data / documents containing PII.

Record Retention:

Program records relating to the period covered by the program review must be retained unti! the
later of: resolution of the loans, claims or expenditures questioned in the program review; or the
end of the retention period otherwise applicable to the record under 34 C.F.R. § 668.24(e).

Federal Student Aid. School Participation Tear — New York/Boston
32 OMd Slip, 25" Floor, New York, NY 10005
www FederalSmudentAid.ed.gov

FEDERAL STUDENT AIDZESESTART HERE. GO FURTHER.
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We would like to express our appreciation for the courtesy and cooperation extended durning the
review. Please refer to the above Program Review Control Number (PRCN) in all
correspondence relating to this report. If you have any questions concerning this report, please
contact Christopher Curry at 646-428-3738 or Christopher.Curry@ed.gov.

Sincerely,

(b))

/ Betty Coughlin //

Team Leader
cc: Paula Jones, Financial Aid Administrator

Enclosure:
Protection of Personally Identifiable Information

bee: Reading file, Correspondence file, Betty Coughlin, Christopher curry, ERM
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Prepared for S8 [FEDERAL STUDENT ALD
Frankliin Career Institute

OPE ID: 033283
PRCN: 200640225454

Prepared by

. .-U.8. Department of Education

Federal Student Aid

School Participation Team — New York/Boston

Program Review Report
April 20, 2009

32 Oid Slip, 25% Floor, New York, NY 10005
www.FederalStudentAid.ed.gov |
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B. Scope of Review

The U.S. Department of Education {the Department) conducted a program review at
Franklin Career Instrtute (Franklin) from August 21, 2006 1o November 30, 2036. The
review was conducted by Christopher Curry, Jane Eldred, and Teresa Martinez.

The focus of the review was to determine Franklin’s compliance with the statutes and
federal regulations as they pertain to the institution's administration of Title [V programs,
The review consisted of, but was not limited to, an examination of Franklin's policies and
procedures regarding institutional and student eligibility, individual student financial aid

and academic files, attendance records, student account ledgers, and fiscal records.
. ~

A sample of 37 files was identified for review from the 2004/05 and 2005/06 award
years. The files were selected randomly from a statistical sample of the total population
receiving Title IV, HEA program funds for each award year. In addition, nine {iles were
selected based an expanded review of Title IV recipients enrelled in the ESL program.
Appendix A lists the names and partial social security numbers of the students whose
files were examined during the program review.

Disclaimer:

Although the review was thorgugh, # cannot be assumed to be all-inclusive. The absence
of statements in the report concerning Franklin’s specific practices and procedures must
not be construed as acceptance, approval, or endorsement of those specific practices and
procedures. Furthermore, it does not relieve Franklin of its obligation to comply with alt
of the statutory or regulatory provisions governing the Title IV, HEA programs.

This report reflects initial findings. These findings are not final. The Department will
issue its final findings in a subsequent Final Program Review Determination letter,

C. Findings

During the review, several areas of noncompliance were noted. Findings of
noncompliance are referenced to the applicable statutes and regulations and specify the
actions to be taken by Franklin to bring operations of the financial aid programs into
compliance with the statutes and regulations.
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Finding #1: Improper Administration of Ability to Benefit Tests
Citation: The Title IV regulations at 34 C.F.R. § 668.151 establish that:

(a)}(1) To establish a student’s eligibility for Title IV, HEA program funds under this
subpart, if a student has not passed an approved state test, under §668.143, an institution
must select a certified test administrator to give an approved test.

(b) The Secretary considers that a test 1s independently administered if the test is—

{2) Given by a test administrator who—

(1) Has no current or prior financial or ownership interest in the institution, its affiliates,
or its parent corporation, other than the mterest obtained through its agreement to
administer the test, and has no controlling interest in any other educational institution;

“(31) Is nbt a current or former employee of or consulitant to the institution, its affihates, or

its parent corporation, a person 1n control of another institution, or 2 member of the
family of any of these individuals;

(11} [s not a current or former member of the hoard of directors, a current or former
employee of or a consultant to a member of the board of directors, chief executive
officer, chief financial officer of the institution or its parent corporation or at any other
institution, or a member of the family of any of the above individuals,

Noncompliance: The reviewers were informed that Franklin employed Vocational
Educational Testing, Inc. as its independent third-party tester for administration of the
ability to benefit (ATB) tests for students enrolled at the institution, until that entity was
dissolved in Apnl 2006, After that, Franklin used Galina Fridman, who that had been an
employee of Vocational Educational Testing, Inc before it dissolved, as its independent
test administrator.

Reviewers asked for a copy of Ms. Fridman's contract with Franklin, and were told that
there was no contract, and that Ms. Fridman was paid through Franklin's payroll.
Franklin’s records contained a New Employee Data Sheet for Ms. Fridman indicating a
9/1/05 “starting date of employment”.

Dunng the course of discussions with school officials, the reviewers were informed that
Vocational Educational Testing, Inc. was owned by Lydia Rock, the wife of Franklin's
president. Further research confirmed that Ms. Rock was the Chairman of the Board for
Vocational Educational Testing, Inc. In addition, Lydia Rock is identified as a member
of Franklin’s Board of Trustees. As such, any employee or former employee of
Vocational Educational Testing, Inc. would not meet the criteria or an independent test
administrator as specified in regulation,

Additionally, Franklin submitted information arguing that the inclusion of a person on the
payrell would not make Ms. Fndman an employee of Franklin, since they claim that she
was not eligible for any benefits of a “regular” employee, such as health insurance, paid
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holidays, etc. However, this office has confirmed with the Department’s Office of
General Counsel that this argument is not sufficient to demonstrate Ms. Fridman’s
independence.

Required Action: Any ATB tests administered to Franklin students by Vocational
Educational Testing, In¢, and former employees of that entity are considered invalid due
to the lack of an independent relationship.

In response to this finding, Franklin must provide a list of all Title IV recipients who
were admitted and were determined ta be eligible for Title IV funds under the ATB
provisions for the 2004/05 award year to the present. Franklin must also provide
documentation for all persons who have administered the ATB tests at the institution

" since the program review was conducled, including approvals from the testing agency,

where applicable. Franklin must also provide certifications whether any of those test
administrators met the regulatory criteria described in the above citation, and provide the
most current contact information for any of those individuals.

Franklin will be required to identify any Title IV funds disbursed to students who were
admitted based on ATB tests that were not administered by persons who met the
independent tester criteria. The required format and timeframes will be provided upon
review of the institution’s response to this finding.

Finding #2: Inadequate Documentation of Student Eligibility for ESL Program

Citation: Under the provisions of 668.1(j}, in addition 10 satisfying the relevant
provisions of this section, an educational program that consists solely of instruction in
ESL qualifies as an eligible program if—

(1)(1) The institution admits to the program enly students who the institution determines
need the ESL instruction to use already existing knowledge, training, or skills; and

(11) The program: leads to a degree, certificate, or other recognized educational credential,
{2) An institution shall document its determination that ESL instruction is necessary to
enable each student enrolled in its ESL program to use already existing knowledge,
training, or skitls with regard to the students that it admits to its ESL program under
paragraph (3){(1)(1) of this section.

Noncompliance: The reviewers found cases where there was inadequate documentation
that students enroiled in the ESL program was pursuing the program to use already
existing knowledge, training, or skills. The reviewers did not find any specific notations
by institutional officials documenting its determinations for any of the students sampled,
as specified in regulation,
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For example, student #46 indicated on his Career Interview Application {CIA) form that
he was employed in “Cleaning” field. In the section where the student is asked to list the
reason why they want to continue their education, the student indicated that, “I would like
to learn English to help my child with her homework”. There was no other
documentation in the folder clarifying any other knowledge, skill or training for which
the student wanted to improve his English. '

Student #45 filled out the employment section of her English as a Second Language
Program Application Supplement (ESL-PAS), indicating that she was employed in the
Homecare field. She wrote on her CIA form that the reason she wanted to continue her
application was “to learn English to heip my son”.

" Studerit #43 indicated on her ESL-PAS that she had been a family home-keeper for the
past year, but she did not list any reason for continuing her education on the CIA form.

Student #41’s records did not identify any prior training or employment, only indicating
on the CIA form that his reason for continuing his education was to learn English.

Student #42's file did not contain any information about employment history, and there
was only a Student Profile form that listed some of the subjects she studied in high schoo!
in Russia. Therefore, it is unclear what existing knowledge, training, or skills the student
possessed.

The required documentation was also lacking for student #39.

When questioned about the lack of specific documentation, institutional officials stated
that the implication could be drawn from the student’s current employment. However, as
noted in the above citation, Franklin is required to document its determination that ESL
instruction is necessary to enable each student enrolling in its ESL program to use already
existing knowledge, training, or skills. Furthermore, the informatiori provided by some
students discussed in this finding appears to indicate personal reasons for improving their
English skills.

Required Action: As a result of this finding, Franklin must review the files for all Title
IV reciprents who were enrolled in the ESL program for the 2004/05 and 2005/06 award
years. In response, Franklin must provide copies of any documentation that was
collected, at the time students were enrolled, that documents the students’ reasons for
enrolling in the program, and the institution’s evatuation of that information. The
response must also include the most current contact information for these students.
Franklin will be apprised of any additional requirements upon review of the response to
this finding,
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Franklin must also develop and implement procedures for collecting the required
information from students as well as documenting the institution’s determinations as
required in regulations, and provide this office with copies of those procedures.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.

Finding #3: Inadequate/Conflicting Attendance Records

Citation: The records that an institution must maintain in order to comply with the
provisions of this section include but are not limited to documentatton of each student’s
" or parefit borrower’s eligibility for Title IV funds. At a clock-hour school, this includes
attendance records to document that the appropriate number of clock hours were offered
or completed. 34 C.F.R. § 668.24(c){iti)

Regulations define a clock hour as: a penod of time consisting of—

(1) A 50- 1o 60-minute class, lecture, or recitation in a 60-minute period;

(2) A 50- to 60-minute faculty-supervised laboratory, shop training, or internship i a 60-
minute peniod. 34 C.F.R. § 600.2

Noncompliance: The reviewers found numercus guestions and conflicts when reviewing
the attendance records at Franklin.

Students who are absent from class at Franklin arc allowed to make-up hours at pre-
scheduled make-up sessions. The studenis are required to fill out Make-Up Reports
identifying the date(s) that they were absent, the Subject/Class, and the number of hours
that are being made up. An instructor would sign-off on these forms, and assign the
appropriate work to the students. However, reviewers noted numerous discrepancies
when testing the backup documentation for make-up hours reported on students’
computerized Attendance Summary reports.

Student #37’s records contain a Make-Up Report indicating that she received credit for
three hours of make-up in the Medical Billing class for an extra-credit report on 2/14/06,
The student also received credit for nine make-up hours in the Microsoft Word class on
1/5/06, for a “Tables Project”. Other Make-Up Reports were found for this student for
apparent projects were approved on 2/10/06 (2.5 hours), 1/3/06 (4.5 hours}, and 1/3/06
again {5 hours). In all, the student received approval for a total of 10 make-up hours on
1/3/06. Also, most of the projects approved on 1/3/06 were identified as make-up for a
class absence on 10/8/05 and 10/10/03, apparently for a class the student had completed
and received an “A” grade back in October 2005. Based on this information, it is
questionable whether most of the make-up hours recorded for this student involved direct
faculty supervision. -
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Furthermore, the reviewers found two Make-Up Reports, both of them reporting work the
student claimed that she performed between 7 PM and 7:30 PM on 1/19/06, receiving
credit for half-hour make-up for two different classes on different days.

These make-up hours were added into Franklin’s computerized attendance system, and
were included in determining the total number of hours the student compieted. This
student stopped attending Franklin on 3/7/08, after completing 384.5 hours of 560 hour
offered in her program. The 50.5 hours of make-up entered into the computerized
attendance system were added to the actual recorded hours present, resuiting in the
student being identificd as having completed 436 hours of instruction. The implications
of guestionable make-up hours relating to disbursements of funds to students and R2T4
calculdtions are further discussed in findings #4 and 5.

Student #17's records contained a Make-Up Report showing that the student made up
one hour of a class he missed in Business English on 1/13/05. However, Franklin’s Class
Attendance Roster shows the student was present for that class that whole week. In
addition, the Make-Up report was issued on 1/12/05, apparently indicating the student
was approved to make-up a class that had not yet been offered. Similar discrepancies
were also found for this student for make-up hours approved on 12/20/04, 12/21/04,
1/3/03, and 1/14/05.

The records also contained a Make-Up Report for the Business English class the student
missed on 12/2/04. This Make-Up Report was issued on 12/6/04, However, the
reviewers also found Make-Up reports issued on 12/7/04, 12/8/04, 12/9/04 and 12/10/04,
all approved for make-up of the Business English class the student missed on 12/2/04, for
a total of five make-up hours. The Class Attendance Roster indicates that the student was
absent that date, but that class was only offered for two hours on 12/2/04.

The reviewers also found many examples of conflicting information, as described in the
cases above, for student #25. In addition, the reviewers found that this student was
credited for multiple hours of make-up for the Internet course between 8/9/05 and
8/12/05, when the student didn’t begin the Internet class until the week of 8/18/05.

Conflicting information regarding attendance was also found in student #32’s file.

Interviews with instructors who were assigned to monitor make-up sessions indicate that
students would sometimes arrive without specific work assignments. In such cases the
instructors indicated that they would assign some or projects that were applicable to the
course the student needed to make-up hours for, although they could not be sure that it
had anything to do with the specific part of the coursework the student had missed.
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Required Action: The pervasive nature of this finding in the sample of students tested
for this issue calls into question the number of hours completed by students as reported in
Franklin’s records. For Title IV purposes, this has greatest possible implications for
determining whether returns are due to the programs for students who did not complete
their programs.

This issue was discussed with school officials during the program review. Franklin
undertook z self-study based on the preliminary discussion to determine the potential
impact of the deficiencies. The resulting report submitied by Franklin was not useful, as
it did not address all issues discussed in the requirements stated for this finding.

As a result of this finding, Franklin must perform a review of file for all Title [V

" recipiefts who atiended the institution for the 2004/05 and 2003/06 award years, and did

not complete their programs, evaluating the documentation of the make-up hours based
on the issues described herein, as well as considering any other questionable
circumstances not uncovered in our limited review. Franklin must then identify criteria
for determining which hours are invalid, and share that information with this office.
Franklin will then apply the agreed-upon criteria to ascertain the appropniate number of
hours completed for this group of students, and determine if there are any resulting funds
to be returned to the Title IV programs.

The specific format for reporting program liabilities will be provided at a later date.

In immediate response to this finding, Franklin must apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future.

Due to the other possible implications of this finding on the students’ academic programs,
this issue is being referred to Franklin’s licensing and accrediting bodies.

Finding #4: Incorrect Calcutation of Return to Title IV

Citation: According to 34 C.F.R. § 668.22(e)(1), the amount of Title IV grant or loan
assistance that is eamed by the student is calculated by—

(i) Determining the percentage of Title IV grant or loan assistance that has been eamned
by the student, as described in paragraph (e)(2) of this section; and

(ii) Applying this percentage to the total amount of title [V grant or loan assistance that
was disbursed (and that could have been disbursed, as defined in paragraph (I)(1) of this
section) to the student, or on the student's behalf, for the payment period or period of
enrollment as of the student’s withdrawal date.

The pereentage of Title IV grant or loan assistance that has been eamed by the student
is— .
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(1) Equal to the percentage of the payment period or period of enroliment that the student
completed (as determined in accordance with paragraph (f) of this section) as of the
student's withdrawal date, 34 C.F.R. § 668.22(e}2)

Additionally, 34 C.F.R. § 668.22(f) specifies that, for purposes of paragraph (e)(2)(i) of
this section, the percentage of the payment period or period of enroliment completed is
determined-~—

(i1)(A} In the case of a program that is measured in clock hours, by dividing the total
number of clock hours in the payment period or period of enrollment into the number of
clock hours scheduled to be completed as of the student's withdrawal date.

(B) The scheduled clock hours used must be those established by the institution prior to
_ the student's beginning class date for the payment period or period of enrollment and

" must be consistent with the published materials describing the institution's programs,
unjess the schedute was madified prior to the student's withdrawal.

Noncompliance: Franklin failed to accurately acceunt for the number of hours scheduled
and completed for students who withdrew in their second and subsequent payment
periods.

Student #37 stopped attending schoot on 3/7/06. Franklin’s attendance system recorded
that the student had been present for 384.5 hours, and had been absent for 175.5 hours,
for a total of 560 hours of instruction offered through the last date of attendance. The
system also showed that the student had completed 50 make-up hours.

Frankim has a 10% excused absence policy. Based on the combination of hours
compieted, make-up hours, and excused absences, the student had obviously entered her
second payment period before withdrawing.

Franklin made the-determination that the student had completed 110 hours in her second
payment period (560 hours offered — 450 hours in first payment period). Based on the
110 hours, Franklin determined that the student was eligible to receive a post-withdrawal
disbursement of $494 in Pell Grant funds for her second payment pertod. However, a
closer evaluation provides a different result. Completion of a payment period is based on
clock hours attended, with a reasonable allowance for excused absences. Therefore,
Franklin cannot presume in its R2T4 calculations that the first 450 clock hours offered to
a student encompasses a complete payment period. Hours that the student was absent in
the first payment period, in excess of the number of hours made-up and the number of
excused hours for the payment period, should not be considered when determining when
the student completed the payment period.

Considening the 384.5 clock hours student #37 completed, 45 excused absences (10% of
450 hours in payment period), and 50 excused absences, the student would have
completed her first payment period during the week of 2/13/06. Determining the exact
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date is difficult because Franklin’s computerized attendance system only records the total
number of make-up hours, it does not record the detail of the day the hours were
completed. Based on this approximation, the student only attended into the third week of
her second payment period, encompassing a total of clock 53.5 hours of instruction
offered.

Based on the student’s enrollment for 33.5 clock hours in the second payment period, she
would have been eligible to receive a post-withdrawal disbursement of $129.60 in Pell
Grant funds for her second payment period, instead of the $494 disbursed by Franklin.

Franklin also made disbursements after performing R2T4 calculations for students #6,
18, and 39 that did not account for the actual point at which the student started their

" second payment periods.

Franklin's records show that it determined on 10/8/04 that Student #1 had dropped out of
school, with a $/20/04 last date of attendance (LDA). An R2T4 calculation was
performed using the hours offered through 9/20/04. However, the computerized
attendance summary for this student indicates the last date of program attendance during
the week of 9/6/04. The summary shows only 25 absent hours the week of 9/20/04, and §
absent hours on 2/20/04. Therefore, it appears as though hours of non-attendance after
the student’s actual LDA were improperly included in the R2T4 calculation.

Required Action: Franklin's process for performing R2T4 calculations involved the use
of a privately-developed automated worksheet. As described in this finding, it appears
that this spreadsheet would automatically use the bottom-line total hours in the system,
instead of performing the analysis required to identify the specific point at which 2
student completed a payment period. This calls into questions whether accurate R2T4
calculations were performed for students who Franklin determined had completed their
first payment period.

Therefore, in response to this finding, Franklin must provide clarification of the process
that has been used for determining the completion percentages of students who withdrew
from school, from the 2004/05 award year to the present.

Due to the systermnic and material nature of this finding, Franklin will be required to
perform a review of all Title IV recipients who withdrew from the school to determine
whether additional retumns of funds are due to the Title IV programs. Franklin will also
need to consider the issues discussed in finding #3 to ensure complete and accurate
determinations are made. Once Franklin has provided the required information, further
Instructions will be provided for the completion of the file review and determination of
the results.
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In immediate respense to this finding, Franklin must apprise this office of procedures
implemented to ensure the regulatory requirements will be met in the future. Franklin
will be apprised of any additional requirements upon review of the response to this
finding.

Finding #5: Improper Disbursement of Title IV Funds

Citation: An institution must disburse Title IV funds on a payment period basis. An
institation may disburse funds to a student for a payment period only if the student
enrolled in classes for that payment period, and is eligible to receive those funds. C.F.R.
§ 668.164(b)(1)

Regulations define how an institution must define its payment periods for purposes of
awardifig and disbursing Title 1V funds. 34 CFR § 668.4(c) specifies that the first
payment petiod for an chgible program that measures programs in clock hours, and is one
academic year or less in length, equals the period of time in which the student completes
the first half the number of clock hours in the program. The second payment period is the
period of time in which the student completes the program.

For a student enrolled in an cligible program that is more than onc academic year in
length, for the first academic year and any subsequent full academic year—

the first payment period is the period of time in which the student successfully completes
half of the number of credit hours or clock hours, as applicable, in the academic year and
half of the number of weeks of instructional time in the academic year; and

the second payment period is the period of time in which the student successfully
completes the academic year,

A school may not credit a student’s account or release the proceeds of a loan to a student
who is on a leave of absence (34 CFR 668.604(c)(4).

Noncompliance: Franklin disbursed $2025 in Pell Grant funds to student #28 for her
second payment period on 1/20/06, However, the student was on a leave of absence
(LOA) that began 12/15/05. The student never returned from the LOA, and Franklin
subsequently retumed the funds to the program on 7/10/06.

In addition, the student had completed only 321.5 hours at the time of the disbursement.
Even allowing for a maximum of 10% excused absence (435 hours), the student had not
completed her first payment period of 450 hours. It appears that the disbursement was
paid based on the total number of hours offered, instead of the hours completed.

Student #30 stopped attending school on 4/17/06, after completing 397.5 clock hours,
Including make-up hours. Franklin performed an R2T4 calculation and determined that,
because the student had been offered a total of 567 hours of instruction before he
withdrew, he was entitled to a partial disbursement of Pell Grant funds for a second
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payment period. However, even allowing for excused absences, the student had not
completed his first payment period, and was not eligible for any further disbursements.

Required Action: This issue appears to be related to those discussed in findings # 3 and
4. Therefore, the resolution of this finding should be addressed in the requirerments for
those findings.

Franklin will be apprised of any additional requirements upon review of the response to
those findings.

_ Finding #6: Incomplete Verification

Citation: An institution is responsible for verifying al! required information submitted
by applicants for student financial assistance in connection with the calculation of their
expected family contributions (EFC) for Title 1V assistance. 34 C.F.R. §668.51(a), 34
C.E.R. §668.36 (A)(1}(2)(3)(4), and C F R. 34 §668.57 (a)(b)c)(d). An institution is
responsible for updating information and resolving conflicting information under 34
C.F.R. §668.55(a)(1){(1)(ii) and using corrections to data originally reported to determine
whether student eligibility would be impacted, 34 C.F.R. 668.59 (a)(b)(c)(d)e).

Noncompliance: The reviewers found cases where Franklin failed to complete
verification requirements for students.

Student #15’s ISIR for the 2004/05 award year was selected for verification. The file
contained a copy of her parents’ 2003 1ax return, which identified $9,325 in pensions and
annuities on line 16a that were not taxed. This amount should have been reported on the
ISIR at line 79, uniess the amount on line 16a was a pension rellover. However, there
was no documentation in the fije indicating a rollover, and there was no income reported
on line 79.

Student #37’s 2005/06 ISIR was selected for verification. Franklin collected a copy of
her parent’s tax return, and a verification worksheet that confirmed the members of the
parent’s household reported on the ISIR. However, Section C of the verification
worksheet was blank. Section C is where the student would confirm whether they filed a
lax return, and also report any income or benefits they received in 2004,

Student #26 also failed 1o complete Section C on her 2005/06 verification worksheet
when she had reported on her FAFSA/ISIR that she had not filed an income tax return in
2004,

Required Action: In response to this finding, Franklin must apprise this office of
procedures implemented to ensure the regulatory requirements will be met in the future,



-

r
£

Frankiin Career Institute
OPE D 033283

PRCN 200640225454
Page 15

In addition, Franklin must review the files for the students discussed in this finding to
determine whether the studenis were eligible for all Title IV funds disbursed. Franklin
may attempt to collect any missing documentation and perform all required need analyses
to confirm students’ eligibility if information was revised as a resuit of verification. The
nstitution is hiable for the amounts of any awards in excess of students’ revised need.

Franklin is liable for all Title IV funds awarded to the student in the applicable award
year if the required documentation cannot be collected. Frankiin must provide copies of
all documentation collected and all recalculations performed. Please note, in cases where
information on venfication worksheets is revised, the changes must be initialed and the

worksheets must be signed again by the required persons.
R [t

In response to this finding, Franklin must report the total amount of ineligible Title IV
funds disbursed to the students.

Instructions for the repayment of any liabilities will be provided in the Final Program
Review Determination {FPRD} letter. :

Finding #7: Conflicting Information

Citation: An institution is required to develop and apply an adequate system to identify
and resolve discrepancies in the information that the institution receives from different
sources with respect to the student’s application for financial aid under Title 1V
programs. 34 C.F.R. § 668.16(f).

Noncompliance: The reviewers found instances where Franklin fatied to resolve
conflicting information in students’ records relating to the eligibility for Title 1V funds.

Student #28 completed her Student Profile Form indicating that she was employed from
7/04 through 8/05, but she reported that she had no income in 2004,

A similar issue was noted for student #15.

Student #37°s [SIR, based on a FAFSA signed on 9/7/03, indicates that she was an
unmarrted student, and dependent on her parent. However, the student reported on her
Carecr Interview Application, which was completed on 9/6/05, that she was married. 1f
the student were actually married at the time she completed the FAFSA, she would have
been considered independent, and would have been required to report her spouse’s
ncome.
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Student #31’s 2005/06 ISIR indicated that she was unmarried; the ISIR was based on a
FASFA that was completed 4/24/06. She also checked that she was single on her Career
Interview Application, although it appears that she had originally checked that she was
marned, but that mark was removed. However, the Certification of Naturalization that
she submitied to document her citizenship identified that she was married. That
document was dated 2/18/06.

Required Action: In response to this finding, Franklin must apprise this office of
procedures implemented to ensure the regulatory requirements will be met in the future.

Franklin must aiso provide documentation confirming the resclution of the issues
identified for the students discussed above, including any required need analysis

" recalculations of the students’ Title 1V eligibility, and any impact on awards.

Any Title IV funds disbursed in excess of the students’ actual eligibility will be
institutional liabilities. Instructions for the repayment of any liabilities will be provided
in the Final Program Review Determination (FPRD) letter,

Franklin will be notified of any additional requirements afier this office has reviewed the
response 1o this finding,

Finding #8: Missing Authorization to Credit Federal Work Study Funds

Citation: Under the provisions of 34 C.F.R. § 675.16(a)(3)(iii), an institution may pay
Federal Work Study (FWS) funds to a student by crediting the student’s account at the
institution after obtaining the authorization described in paragraph {(a}(4)(i).

675.16(a)(4)(i) specifies that an institution must obtain a separate written authorization
from the student if the student is paid FWS compensation by—

(A) Crediting the student's account at the institution; or (B) Initiating an EFT to a bank
account designated by the student.

Noncompliance: Franklin failed to provide reviewers with specific authorizations for
students who had Federal Work Study (FWS) funds credited directly to their account at
the school. In response to requests for the authorization, Franklin provided copies of
Financial Aid Status & Waiver Forms. That form is used for students to authorize
retention of credit balances for students. There is no mention on that document of
specific authorizations by the student to credit FWS funds directly their account.

Required Action: Inresponse to this finding, Franklin must immediately develop and
utilize an appropriate authorization form for the credit of FWS funds directly to students’
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accounts at the institution. Franklin must provide a copy of the authorization in its
response to this report.

Finding #9: Documentation of Student Eligibility for FWS Employment

Citation: Regutations at 34 C.F R. § 675. 9 specify that a student at an institution of
higher education is eligible to receive part-time employment under the FWS program for
an award year if the student meets the relevant eligibility requirements contained in 34
CFR 668.32, and is enroited or accepted for enrollment as an undergraduate, graduate or
professional student at the institution.

"” Noncompliance: Franklin’s records indicated that student #25 completed her program
on 3/24/06, with the end of her externship. However, the student cantinued to work n
her position at Franklin from 4/4/06 through 4/28/06. Unless the student’s program of
study was extended beyond 3/24/06, the student was not eligible to receive FWS funds
for work perfarmed beyond that date. Franklin was asked to clarify the date the student
completed the program, but only provided a copy of a diploma, indicating that 12 was
issued in April 2006.

Required Action: In response to this finding, Franklin must confirm the date that the
student completed her program of study.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.

Finding #10: Inadequate Monitoring of FWS Empioyment

Citation: Regulations require that the student's work must be governed by employment
conditions, including pay, that are appropriate and reasonable in terms of any applicable
Federal, State, or local law. 34 C.F.R. 675.20(c}(1)(111)

An institution is responsible for ensuring that the student is paid for work performed. 34
C.F.R. 675.16(a)(10} :

Noncompliance: The reviewers noted situations where students” work periods appeared
t0 exceed New York State Labor Department guidelines concerning meal breaks and
consecutive hours of work. For example, student #11°s timesheets show that she worked
periods of more than five consecutive hours numerous times, with as many as eight
consecutive hours without a documented break. The student was employed on-campus at
Franklin. This office has been informed that New York State Labor Laws require that
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employees who work shifts of more than four hours during the day be provided a meal
break of at least 30 minutes.

It 1s unclear whether students were actually working extended periods without a break, or
were paid for scheduled breaks, which is not allowed under Title IV regulations.

The reviewers also noted that Franklin paid student #30 for 54.5 hours of work during
November 2005. However, the time sheet indicates that the student actually worked a
total of 59.5 hours that month.

Required Action: Franklin must take steps to ensure that all applicable rules and
_ guidelines are followed for students employed and receiving assistance under the FWS
" program.

In response to this finding, Franklin must clarify the circumstances of student #11°s work
penods. The institution must also apprise this office of changes that have been
implemented as a result of this finding.

Franklin must also confirm whether Student #30 was paid the correct amount for work
performed, and confirm to this office is additional payments are due to the student.
Franklin wili be apprised of any additional requirements upon review of the response to
this finding.

Finding #11: Documentation of Eligibility for SEQG Award/Disbursement

Citation: Regulations at 34 C.F.R. § 676.9 specify that a student is eligible to receive
FSEOQOG for an award year if the student meets the relevant eligibility requirements
contained in 34 CFR 668.32, and is enrolled or accepted for enrcllment as an
undergraduate student at the institution.

In selecting among eligible students for FSEQG awards in each award year, an institution
shall select those students with the lowest expected family contributions who will also
receive Federal Pell Grants in that year. 34 CF.R. § 676.10 (a)(1)

Noncompliance: Reviewers were not able to find documentation supporting FSEQG
awards to some students in the program review sample.

Student #15 finished her program on 11/28/05. The student’s ledger showed two
FSEOG disbursements of $1000 each were paid to the student’s account on 12/2/G5 and
5/15/06. The reviewers did not find any documentation in the student’s file showing
whether the funds were awarded to the student while she was still enrolled and eligible.
Further information was requested during the program review, but not was provided.
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The student also had an EFC that was higher than other students who were not awarded
FSEOG funds.

Student #32 dropped out of school on 5/3/06. Franklin made two FSEOG disbursements
of $200 each on 5/15/06. The latest award letter found in the student’s file was dated
5/1/06, and did not indicate any FSEOG awards for this student.

Student #35 completed her program on 5/29/06. The only documentation 1a her file
indicating an FSEOG award was an Award Notification dated 7/19/06.

Required Action: In response to this finding, Franklin must provide documentation to
show that the FSEOG funds were awarded to the students identified while they were still
enrolléd and attending classes in their programs of study. Franklin must also provide
documentation of its awarding FSEOG awarding procedures, including the timeframes
when awards are made to students.

Franklin will be apprised of any additional requirements upon review of the response to
this finding.
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Franklin Career Institute
Response to Program Review Report: 200640225454

Submitted to:
Mr, Christopher Curry
Federal Student Aid
Scheol Participation Team — New York/Boston
U.S. Department of Education
32 Old Slip, 25th Floor
New York, NY 10005

During August 21, 2006-November 30, 2006, the United States Department of Education
conducted a program review at Franklin Career Institute (Franklin) to determine Franklin’s
compliance with the statutes and federal regulations as they pertain to the institution’s
administration of Title IV programs. A randomly selected statistical sarnple of 37 files was
reviewed from the 2004-2005 and 2005-2006 award years. Additionally nine files were selected
based on an expanded review of Title IV recipients enrolled in the ESL program and included,
resulling in a total of 46 student files included in the review,

The Program Review Report, PRCN 200640225454, (Report), issued April 20, 2009, includes
cleven initial findings. As detailed below, Fraoklin disagrees with nearly all of the reviewers’
findings—many of the findings reflecting a limited review of the available documentation and/or
a misunderstanding or misapplication of the law at issue. Each of the initial findings is discussed
in tum.

FINDING #1: Administration of Ability to Benefit Tests

At all times, Franklin has complied with federal requirements that an ability to benefit (ATB) test
be “independently administered”. The Report cites Franklin as failing to comply with the
independently administered requirement on the grounds that (i) a company Franklin used to
identify test administrators, Vocational Educational Testing, Inc. (VET), was allegedly not
independent of Franklin and that (ji) a test administrator Franklin used, Galina Fridman, was not
independent of Franklin because she had been an employee of VET and was later an employee of
Franklin while continuing to serve as an ATB test administrator. Frankin strongly disagrees
with this entire finding as demonstrated below.

A Frankdin's Use of VET Did Not Viclate the Requirement that the ATB Test Be
Independently Administered

The Report fails to identify any reason Franklin's relationship with VET created to a violation of
the independently administered requirements. The regulation governing the administration of




ATB tests, including the requirement that they be “independently administered”, is 34 CFR
668.15] and reads in pertinent part:

{b) The Secretary considers that a test is independently administered if the test
is—
(1) Given at an assessment center by a test administrator who is an employee of
the center; or
(2) Given by a test administrator who—

(1) Has no current or prior financial or ownership interest in the institution,
its affiliates, or its parent corporation, other than the interest obtained
through its agreement to administer the test, and has no controlling
interest in any other educational institution;

(i1) Is not a current or former employee of or consultant to the institution, its
affiliates, or its parent corporation, a person in control of another
institution, or a member of the family of any of these individuals.

(iil) Is not a current or former member of the board of directors, a current or
former employee of or a consultant to a member of the board of directors,
chief executive officer, chief financial officer of the institution or ifs
parent corporation or at any other institution, or a member of the family
of any of the above individuals; and

(1v) Is not a current or former student of the institution.

34 CFR 668.151(b)(2). The focus, then, in examining whether a test given at a location other
than an assessment center qualifies as “independently administered”, is on the independence of
the test administrator giving the test.' VET never served as Franklin’s test administrator but
rather as a contractor for identifying, recruiting, and contracting independent contractors to give
ATB tests at Franklin. The test administrators identified through VET that gave ATB tests at
Franklin were never empioyees of either VET or Franklin—rather, these three test administrators
were independent contractors through VET. At all times throughout their relationship with VET,
they remained independent contractors. Please see Attachments 1-A and 1-B, copies of the test
administrators’ 1099 tax forms reflecting their independent contractor relationship with VET
during the years at issue, 2004 and 2005 respectively.

Accordingly, the Report’s finding that “any employee or former employee of VET would not
meet the criteria or [sic.] an independent test administrator” is irrelevant because no employees
or former employess of VET ever administered any tests for Franklin, Test administrators
identified through VET were independent contractors, never employees, of VET. The Report
fails to identify or explain any rationale for how these independent contractors would fail to mest
the independence requirements.

B. Ms. Fridman is Not an Employee of Franklin Under any Reasonably Applied Standard—
She at All Times Met the Independence Criteria

' While the independence of the test administrator is not the sole factor in determining whether an ATB test was
“independently administersd™, it {s the sole issue raised under Finding #1., 34 CFR 668.151(c) addresses certain
conditions in which the Secretary will consider a test to not be independently administered, but none of these
conditions are at issue in this case,




Beyond the Report’s erroneous finding that (SIISHEEdid not meet the independence criteria
because of her former relationship with VET, the Report’s finding that (BN SHIDEE2s also
ineligible because she was an employee of Fracklin is factually incorrect. The Report’s rationale
for finding (SNNSINIE to0 have been an “employee” of Franklin is based solely on two facts: {1)
she was paid by W-2 instead of 1099” and (2) her file includes a “New Employee Data Sheet”
indicating her “starting date of employment”. In the complete context of the relationship
between (SNISNNNEN-nd Franklin, these facts are jnsufficient to establish (EIENEDEE :s an
“employee” as opposed to an “independent contractor”.

At all times, (SN w25 approved by the test publisher, The only services which she
performed for Franklin were those as an ATB test administrator: maintaining control over ATB
test and answer materials, meeting testees, administering tests at institution facilities under
conditions required by the test publisher and the regulations, securing answer sheets and
submitting answer sheets to the appropriate testing entities for scoring. She performed no other
services for Franklin. . At all times, these limited services were identical to the services which she
performed for other institutions. Indeed, Franklin was onc of several institutions for which (D) ]
IDNEM provided these identical services. Whether inadvertently placed on the payroll (as at
Franklin) or subject to 1099 tax reporting (as, at VET, and perhaps elsewhere) at all times
consistent with her test administrator obligations, she performed these services independent of
any control by Franklin.

Applying the proper legal analysis, the facts clearly establish that [(BSHEER »:s an
independent contractor, not an employee, of Franklin. When determining whether a worker is an
employee or an independent contractor, numerous factors are weighed and considered in
evaluating the entire relationship and ultimately the degree or extent to which the business
directs and controls the worker. According to the Internal Revenue Service (IRS), the facts that
provide evidence as to the degree of control and independence fall within three categories: (1)
behavioral control, (2) financial control, and (3) the type of relationship between the parties. IRS
Publication 1779. In addition to the summary provided in IRS Publication 1779, the IRS has
adopted a 20 factor test to guide the analysis. As demonstrated on Attachment 1-C, the
application of these 20 factors further supports [(ESHBNEN statvs as an independent
contractor.*

1. Behavioral Control

¥ The decision to pay [[SNNSIMEENzs 2n employee (withholding taxes and issuing a year-end W-2) was made in
error. As discussed below, she does not meet the essential indicia of employee stztus and the form of her
compensation s not dispositive.

* Independent Contractor or Employee..., Publication 1779, Department of Treasury, Internal Revenue Service,
(Rev. 8-2008), located online at; htip:/fwww.irs.gov/publirs-pdfip1779.pdf; See also Emplayer s Supplemental Tax
Guide, Publication 15-A, Circular E, at p. 6, Department of Treasury, Internal Revenue Service (2009), located
online at: http:/fwww.irs.gov/pub/irs-pdffp1 5a.pdf.

* Many of thess 20 factors also apply under one of the three prongs of the degree of control and independence test,
Therefore, in order to aveid repetitiveness, the 20 factor test is not discussed separately within the body of this
response.




Behavioral control locks to the “right to direct or control how the worker does the task for which
the worker is hired.” When reviewing the behavioral control standard, one must consider the
type and degree of instructions, trainings, and oversight the business gives the worker. While an
employee is generally trained on how to perform the required services and tasks because the
employer wants them executed in a particular manner, independent contractors ordinarily use
their own methods.

When (SN initially came to Franklin’s premises as an independent coniractor working
through VET, after introductions, Franklin staff showed her where the testing materials were
stored, showed her the testing room, and established a testing schedule that was mutually
convenient. There was no follow-up instruction, training or oversight. Thereafter, she came in,
met with the testees, administered the tests, completed the necessary procedures after the testing
ended, and secured and mailed the answer sheets as required by the test publisher.

In the latter part of 2005, when VET discontinued its operations, (BN SIS greed to provide
services directly to Franklin as she had previously provided through VET. Franklin required no
fraining, provided no additional instructions on how her work should be performed and
exercised no additional control on when, where, or how her work would be petformed.® Franklin
entered into no formal written agreement with her and orally agreed to continue the pre-existing
arrangement. There was simply no change in the utter absence of behavioral control. Under the
behavioral control analysis—undoubtedly the most critical —{ S clearly remained an
independent contractar,

2. Financial Conirol

The facts that must be explored when determining the extent of the business’ financial control
are the extent of the worker’s: (1) unrennbursed business expenses, (2) investment, (3) method of
payment, and (4) oppertunity for profit or loss.” Franklin did not pay for any expenses related to

certification by the test publisher as an ATB test administrator and did net restrict
her ability to serve as a test administrator for other schools. [(EISNEEE2s free to provide her
services to other institutions at all times and, in fact, served as a test administrator for several
other institutions. Attachment 1-E includes a signed statement from (S SHEINttesting to the
fact that she served as an independent tester at other institutions during the period she served as
an independent tester at Frankin as well as two letters from ACT, the test publisher, certifying
her to administer ATR tests at multiple locations during the period at issue.

} Employer's Supplemental Tax Guide, Publication 15-A, Cireular E, at p, 6, See also Independent Contractor or
Employee, Tralning Materials, at page 2-8, Department of Treasury, Internal Revenue Service (1996), located online
at: htpr/fwww.irs.gov/publirs-uti/emporind.pdf.

% Upon entering this agreed arrangement, [SYISHNNERN «2s not given an orientation or any of the items Franklin
employees receive during their mandatory employee orientation such as an employee handbook. Upon completion
of the mandatory employee orientation, 2 completed employee orientation checklist iz included in each Franklin
employee’s file. See Attachment 1-D for a copy of Franklin's employee orientation checklists, Because she was not
an employee, [[SINISINEESN:cv<r received this orientation, and accordingly, her file does not include and empioyee
orientation checklist.

’ Independent Contractor or Employee, Training Materials, at 2-16.




In terms of method of payment, while payment per project is common for independent
contractors, hourly compensation is 2 common form of payment for test administrators and
others.® Payment in such fashion does not preclude an independent contractor finding. Even
though she was paid hourly, unlike Franklin's employees, she was not required to record her
time electronically; rather she simply reported her hours and was paid accordingly. At all times,
she retained the ability to profit from her certification by the test publisher, by securing as many
clients as she chose.

3. Type of Relationship Between the Parties

Facts showing the type of relationship between the parties include: (1) wiitten contracts; (2)
benefits the business provides the worker; (3) permanency of the relationship; and (4) performed

services as part of the company’s regular business.’ IDNEGNENNid not have a written contract
prior to 2005 while she was plainly an independent contractor working through VET or

thereafter while performing the same services under the same conditions directly for Franklin.

Critically, (NG did not receive any of the benefits that employees of Franklin received,
such as holiday pay, personal days, vacation, sick days or health insurance. Unlike Franklin’s
employees, she was never given an employee orientation or an employee handbook and was not
required to swipe an electronic time card to record her time. Moreover, (DNSIEE dutics as
ATB test administrator were not part of Franklin's regular business. Rather, she performed a
service required by the regulations as part of the admissions process. Since the regulations
themseives require that the testing be independently administered, by definition, these services
cannot reasonably be viewed as a part of Franklin’s regular business. Finally, there is no
permanency to the relationship between Franklin and NSNS cach retains the right to
terminate the relationship, as they did when |G 2s indisputably an independent
contracter working through VET.

Finally, because of the nature of her services, [ SN0tk was not “full time” and she
only provided services when there were ATB tesiees to be tested, perhaps averaging
approximately 10 hours per month. While she normally provided her services on a set schedule,
a schedule was set to aliow Franklin to coordinate the presence of testees. Nevertheless, {llll
NGNS v2ys had the right to change or adjust the schedule to meet her own needs. Plainly,
then, the tofality of the circumstances dermonstrate an independent contractor, rather than
employes, relationship.

4. The Law is Clear: A W-2 is Not Dispositive in Establishing an Employer-Employee
Relationship

Where the totality of the circumstances support independent contractor status, such status is not
altered by a W-2 relationship or even a contract explicitly identifying the worker as an

8 Independent Contractor or Employes, Training Materials, at 2-20; See glso Employer’s Supplemental Tax Guide,
Fublication 15-4, Circrlar E, at p. 6,
s Emplayer's Supplemental Tax Guide, Publication 15-A, Circular E atp. 7,




employee.’® Even where a W-2 is filed, the focus of the analysis to determine whether an
individual is an employee or an independent contractor must remain on “the actual relationship
existing between the contracting parties, and that a contract purporting to establish an
emplcyer/employee relationship is not controlling where application of the common law factors
to the facts and circumstances of a particular case establishes no such relationship exists.”"!

In addition the letter of the law’s suppert of {EINSIISNEN independence, the spirit of the law
regarding independent test administration supports [ENIESENREN independence as well. The
regulations aim to ensure a separation between the test administrator and the business to
eliminate internal business pressures that could interfere with fair and conflict free test
administration. The intent is similar to that requiring Administrative Law Judges with the Office
of Hearing and Appeals at the United States Department of Education or members of the Office
of the Inspector General to be independent of the Department. Payment via W-2 has no bearing
con such workers abilities to maintain their independence.

C. Finding #1 Conclusion

In light of the information provided above, Franklin strongly disagrees with the Report’s finding
that that there was a violation of the independently administered requirements. All test
administrators selected by Franklin, including [{SNEEHEMEBES et the independent test
administrator requirements. Accordingly, Franklin should not be required to provide file review
like information regarding Title IV recipients who were admitted under the ATB provisions,

FINDING #2: Documentation of Student Eligibility of ESL Program

The Report cites cases where the reviewers felt there was inadequate documentation that students
enrolled in the ESL program were pursuing the program to use already existing knowledge,
training or skills. In these cases (Students #39, #41, #42, #43, #45, #46), the Report seems to
mistakenly treat any statement by a student that they had an interest beyond solely improving
upon: “already existing knowledge, training, or skills” as making them ineligible for the ESL
program. Recognizing that a desire to learn English for a reason beyond improving upon
existing knowledge, fraining or skills does not disqualify an applicant’s eligibility to participate
in the ESL program, in conjunction with 2 more complete review of the underlying documents,
reflects that Franklin maintained sufficient documentation to support the eligibility for all but
possibly one of the students cited in the Report.

Before addressing the supporting documentation for each student, it is helpful to review
Franklin’s admissions process for students applying to the ESL program. Franklin uses a Career
Interview Application Form to provide the Admissions interviewer with insight and talking
points to prepare for interviewing the given student. The reviewers seemed to rely heavily, if not
exclusively, on this document in reaching their finding. While this form may provide supporting
documentation used in the eligibility determination process, this form is only one portion of the

" Butts v. Commissioner, T.C. Memo. 1993478, at 9, aff"d per curiam 49 F.3d (11th Cir. 1993); See also Smithwick
fi Commissioner, T.C, Memo. 1693-582.
Id




application process. Each applicant then undergoes an interview and must also complete an BESI,
Application Supplement. A major portion of the ESL program admissions interview Process is
focused on the advantages of learning English as it relates to existing employment positions.

Student #39’s ESL Application Supplement (Attachment 2-A) documents the student’s
knowledge, skill, and experience as a licensed beautician and nail technician.

For Student #42, the ESL Application Supplement (Attachment 2-B) documents the student’s
knowledge, skill, and experience as a licensed Personal Care Assistant with job-related skills that
include “insuring a healthy environment; preparing meals; assisting with lifting and positioning;
performing bed bath, dressings; monitoring health statues & medication intake.”

Student #43°s ESL Application Supplement (Attachment 2-C) documents her knowledge, skill,
and experience as in the home care field. As reflected therein, the student was emploved with a
company called Family Home Care, and according to our placement records for Student #43
(Attachment 2-D), she conmtinued working for Family Home Care Services follewing her
graduation from the program.

The ESL Application Supplement for Student #45 (Attachment 2-E) documents her knowledge,
skifl, and experience as a licensed Home Health Aid with job-related skills ineluding
“performing bed bath, shaving, mouth carc; assisting with lifting, positioning; applying comfort
devices; preparing meals, measuring [ & 0.” Attachment 2-E also lists employment experience
in both bomecare and factory work.

The reviewers recognize that Student #46's Career Interview Application form documented his
employment experience in the cleaning field, but they then proceed to cite the student’s
statement that he would like to learn English to help his child with homework. As discussed
above, an interest in learning English for any reason beyond using ESL instruction to use already
existing knowledge, training, or skills does not disqualify a student's eligibility for the ESL
program. While the information provided on the Career Interview Application by itself should
be sufficient to document existing knowledge, training, or skills, Franklin notes that Student
#46’s ESL Application Supplement (Attachment 2-F) also documents the students experience in
the cleaning field and additionally documents his customer service skills.

Franklin acknowledges that supporting documentation for Student #41 may be insufficient to
demonstrate the student’s existing knowledge, skill, or experience at the time of application.
This student was employed as a jeweler with a company named “EMA® as reflected in his
Application Supplement (Attachment 2-G).  Franklin tracks post-program employment
placement of its students, and its placement records for Student #41 (Attachment 2-H) reflect
that he continued his employment with EMA. Jewelry following the program. Franklin is
confident that the proper determination was made with regard to this student’s eli gibility prior to
admitting Student #41 into the ESL Program, however the schaal recognizes the documentation
supporting this determination is somewhat lacking. This is the only student cited in the Report
where the reviewers’ initial finding may be approptiate.  As demonstrated above, the
Supplemental Applications clearly establish “already existing knowledge, training, or skills” for
all other students cited in this finding.




In light of the supporting documentation discussed above, Franklin respectfully disagrees with
the reviewers’ finding. While Franklin recognizes it may not have provided sufficient
documentation regarding one of the cited student’s eligibility, this is net sufficient to require the
institution to complete a full file review of all Title IV recipients enrolled in the ESL program for
the 2004-2005 and 2005-2006 award years. Accordingly, Franklin asks that this required action
be reconsidered. Additionally, Franklin notes that it has not offered the ESI, Program since
award year 2005-2006.

FINDING #3: Attendance Records

Under New York State Education Department regulations, a school may permit make-up
sessions to count for attendance purposes. Specifically, NYSED 126.4(e)(5) reads:

Any make-up session for attendance purposes shall be approved by the licensed
school director, and shall consist of instruction in that portion of the course or
curriculum which was not received by the student as a result of absences. A
record of make-up sessions shall be maintained in the attendance register. Any
charge for make-up sessions shall be expressed on the enrollment agreement and
in the school’s catalog,

Franklin has at all times complied with these regulations with its policies allowing students to
“make-up” work for absences. The reviewers raise concerns with Franklin’s documentation of
make-up hours and had questions regarding make-up records for 4 of the 46 students included in
their review. Following an overview of Franklin’s make-up policy at the time in question and
currently, the questions raised regarding the four students are addressed student by student.

A, Frankiin's Make-Up Process

Franklin requires that make-up time be completed during scheduled make-up sessions and
always under the supervision of a make-up instructor who, as well a being a facilitator for the
work being made-up, verifies that the student did spend the appropriate amount of time in
completing the make-up assignment. This has always been Franklin’s policy ineluding during
the review period through to current day.

During the period at issuc in the program review, handwritten make-up reports were the means
for Franklin’s collection and recording of make-up hours. These make-up reports included the
student’s name, the “date issued” (which reflects the date the student actually made-up work for
the absence), the class for which the work is being made up, the assignment, the amount of
make-up time completed, a signature of the make-up instructor verifying the student spent the
reported time on the reported assignment, the date(s) of the absence(s) for which the male-up

work was being completed, and a dated signature by the course instructor accepting the make-up

report. It is critical to note the varying dates that appear on the report, because as discussed
below, the reviewers seem to have had some confusion in properly interpreting the different




dates on the make-up reports. Several make-up reports are included as attachuments for this
finding as referenced further below.

B. Explanation of Questioned Files

In reviewing the files of the students cited in Finding #3, Franklin staff matched the questioned
make-up slips to the corresponding dates of absences. As explained in detail below, student by
student, the far majority of the concerns raised in the Report are easily explained. Where we
were unable to match a make-up report to an absence, it is noted. Franklin acknowledges that
there were some human errors due to carelessness that lead to some of the questions raised by the
reviewers; however, Franklin rests assured that the inprovements made to its record keeping
system in 2006, as they relate to make-up hours, should prevent such minor errors from going
undetected as they may have during the review period.*?

The specific concerns raised under Finding #3 are discussed below, in tum, by student.

1. Student #37

The Report highlights multiple concerns regarding the attendance and make-up records for
Student #37. The report raises a variety of concerns—cach concern is addressed in hurn.

First, as noted in the Report, Student #37 received credit for three hours of make-up in the
Medical Billing class for an extra-credit report approeved by her instructor on 2/14/06. The
student was absent for two consccutive days, February 2 and 3, 2006, representing four missed
hours of class. On the make-up slip, she should have noted her dates of absence as 2/2/06 and
2/3/06, but she inadvertently listed only 2/2/06. Because the student missed information
regarding insurance fraud during those two classes, the instructor assigned a report on the topic
which was done during this make-up period under the supervision of an instructor. The
attendance records for this student in the class at issue for 2/2/06 and 2/3/06, as well as the
referenced make-up report matching these absences, are included at Attachments 3-A.

Second, the Report notes that Student #37 received credit for nine make-up hours in the
Microsoft Word class on 1/5/06 for a “Tables Project”. This student regularly attended
Franklin’s Evening Division, between the hours of 5:30 pm and 10:30 pm, Monday through
Friday. During the period of 12/5/05-1/4/06, Student #37 was absent from the scheduled
Advanced Microsoft Word for a total of 23 hours. In order to allow her to complete much of the
work covered in the course during her absences, the teacher arranged for the student to commit
an entire 9 hour day to make-up work for this course. The “Tables Project” assigned by the
instructor consisted of instruction in the portion of the course that was missed due to her
absences. The student’s nine hour make-up day was supervised as required under Franklin's
policies and made up for 9 of the 23 hours missed.

Next, the Report questions make-up reports for this student dated 2/7/06 and 2/10/06
(Attachment 3-B). During the module running 1/16/06-2/17/06, Student #37 was absent 9 hours

** Improvements to the make-up system are discussed following the explanation of the specific student files that
were guestioned.




from Anatomy and Physiology. Attachment 3-B also includes the relevant attendance records.
On 2/7/06, the student made up one of those hours for a test missed during class on 2/3/06. As
for the rest of the make-up time for this period, the instructor determined the student would be
best served academically by assigning a research project and a report for the work missed. This
work was completed during a 2.5 hour make-up session on 2/10/06. The make-up report
inadvertently lists only one date of absence for which this work corresponds but should have
listed the multiple days of class missed for which this work was assigned. Accordingly, all three
make-up hours are properly accounted for.

The Report also references three make-up reports signed by the course instructor on 1/3/06 for 5,
0.5, and 4.5 hours, which are included at Attachment 3-C. The Report questions these make-up
reports as to whether a total number of ten hours were truly made-up in one day and suggests the
projects approved for these make-up sessions were for a class the student had already completed
and received a grade. First, the Report errs in its statement that these three reports reflect time
made up on 1/3/06. Although the reports were signed by the course instructor on 1/3/06, the
make-up reports clearly refiect that the make-up work was completed on 12/21/05 (for a total of
5.5 make-up hours) and 12/22/05 (for a total of 4.5 hours). Second, the Report mistakenly
assumes that these reports reflect work made-up for Keyboarding, a course that the student had
already completed and received a grade when actually the course at issue, Microsoft Word, was
on-going at the time the work was made up.

The class at issue in these make-up reports, Microsoft Word, was offered over two modules,
running 10/27/05-1/13/06. As mentioned above, during the second half of this class, Student #37
was absent for 23 hours, For the first half (10/27/05-12/2/05), the student was absent 20 hours
from class. The hours made up on the reports signed by the instructor on 1/3/06 were for
absences during the first half of this course. The class dates listed as the relevant absences on the
make-up reports are incorrect, however the correct course is listed on those reports (*Adv.
Word”). The Report mistakenly assumes this make-up work occurred for the class offered
during the dates that were listed, Keyboarding, as opposed to the actual course correctly listed on
those reports, Microsoft Word. As such, the Report’s assertion that this make-up work was for a
class that the student had already completed and received a grade is incorrect.

Finally with regard to Student #37, the reviewers were also mistaken in their finding that two
make-~up reports corresponded to work the student performed between 7:00 pm and 7:30 pm on
the same day, 1/19/06, leading to her receiving double credit for a half-hour of make-up work for
two different classes on different days. Similar to one of the reviewers’ errors noted above, these
two make-up reports were for work made up on two different dates. Although both signed by the

instructor on 1/19/06, these reports clearly reflect that the make-up work was done no! on the-

same day but rather 0.3 hours on 1/11/06 and 0.5 hours on 1/19/06." These make-up reports are
included at Attachment 3-D,

2 Student #17

* The student accidentally listed the date for the make-up work as 1/11/05 instead of 1/11/06—a common error at
the beginning of a new year. Considering the date of absence this make up work for was 12/6/05 and that the
instructor signed off an the make-up report on 1/19/06, it is obvious that the student intended to writz 1/11/06.

10




The Report is incorreet in its implication that a make-up report for Student #17 for one hour of
class missed in Business English on 1/13/05 should not count because the student was present for
Business English that entire week. In fact, the student did miss an hour of instruction in
Business English that week. The Business English class met two times per day, and attendance
for each hour meeting was recorded on separate attendance rosters. Attachment 3-E includes
both the questioned make-up report and- the attendance roster reflecting the hour of Business
English class that Student #17 missed on 1/13/05.

The Report also challenges a series of make-up reports of Student #17 as being approved for
make-up in a class that had not yet been offered. Franklin agrees with the Report that Student
#17 may have been permitted to make-up a few classes in advance of anticipated absence.

Finally with regard to Student #17, the Report questions multiple make-up reports listed as being
for a missed Business English class on 12/2/04. Franklin recognizes there was an error with
these make-up reports—the wrong class absence date was inadvertently listed. These make-up
hours were for the course Infroduction to the Medical Office, not Business English. Student #17
was absent for the second day of the Introduction to the Medical Office Program, held on
12/2/04, which was a five hour class. Student #17 made up these five hours the next week, one
hour each day, those hours reflected in the make-up reports at issue. Student #17 did not actually
even begin Business English untl 12/6/04. The make-up reports and the attendance records
reflecting this absence are included at Attachment 3-F.™

3. Student #25

Regarding Student #25, the Report states that the reviewers found examples of conflicting
information, as described in the cases discussed above. The only specific example the Report
cites is that the reviewers found that this student was credited for multiple hours of make-up for
the internet course between 8/9/05 and 8/12/05, when the student didn’t begin the internet class
until the week of 8/18/05.

Franklin recognizes that there may have been some conflicting information on the make-up
reports due to human error and carelessness by the student and/or instructor invelved in ensuring
the accuracy of each piece of information contained on the make-up reports. Franklin is
confident that the improvements it has made to its system for recording make-up hours has had a
profound impact on eliminating such inconsistencies due to carelessness and/or simple human
error.? Despite inconsistencies that may have cccurred in the individual make-up report ships
during this period, Franklin at all times required and ensured that make-up reports were only
completed and accepted where an instructor ensured the time was in fact made-up for a missed
class and that the work completed during the make-up time was directly related to the instruction

missed due to absence,

¥ The attendance record included at Attachment 3-F is a print out of the weekly attendance recorded in the system
for that weelk (the week of 11/29). In order to be entered into the attendance system, a Frank!in attendancs officer
had to review the inanual attendance sheets completed by the instructors, which would have indicated the student’s
gbsences. The attendance record for the week of [ 1/29 shows that the student should have been in attendance for 10
hours that week, but that she was only present for 5 hours reflecting the student's absence.

1% These improvements to the systetn are discussed following the explanation of the specific student files that were

questicned.
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attendance, she peeded to make-up only 19 hours in total to have met Franklin’s 80% attendance
rale requirement which is neeessary to graduate. Student #25 exceeded the attendance
requirements and wag not required to have made-up all the time she did in order to Braduate or to

4. Student #32

an overall review of thig Student’s file in ap effort 1o connect each make-up report to the
respective absence for which the make~up was completed. As indicated in other responses, we
found some errors in the hand-written completion of information on some of the make-up reports
such as date of absence, missing assignments, etc. However, we Were able to match virtually af}
make-up slips with their correct corresponding absence for all but an insignificant number of
make-up hours. Meke-up slips and corresponding attendangce rosters for Student #32 are

included at Attachment 3-1,
C. Updates to Make. Up System since Program Review Period

In July 2006, Franklin adopted REW computerized student record keeping system. One of the

irnpl_ementﬁ:c.i minor changes to the format of ‘the make-up feport and reviged the training
provided to jts students during orientation regarding the make-up procegs in accordance with the

A second chapgc to note in Franklin’s approach tp recording make-up hours since the period of
nmg at {ssue ip t%lc Program review is the manner in whjch Instructor’s atlendance recordg are



may have made the instructor’s ability to formally check and verify the accuracy of information
on each make-up report more challenging and may have lead to some of the human errors
detected on certain make-up reports (e.g., wrong date of absence listed on a make-up report).
Since implementation of the new computerized student record keeping system, instructors submit
attendance sheets daily while simultaneously maintaining a “white book” in which they maintain
the entire module's attendance and a cumulative record of grades attained for each class they
teach that module, as well. The instructor maintains this book the entire module and turns it in
when the grades are submitted. Use of the white books improves the instructors’ ability to
ensure accuracy when approving make-up reports.

D Finding #3 Conclusion

For all these reasons, Franklin believes it should not be required 1o conduct a compiete file
review related to this finding. Additionally, please note, Franklin's response to Finding #4
resolves concerns raised in this finding with regard to the reviewers’ concerns of implications
upon R2T4 calculations.

FINDING #4: Return to Title IV

Franklin respectfully disagrees with the Report’s finding that Franklin failed to accurately
account for the number of hours scheduled and completed for students who withdrew in their
second and subsequent payment periods. At all times, Franklin’s policies have complied with
the statutory and regulatory requirernents regarding the calculation of return to Title IV.
Accordingly, Franklin disagrees with the cited cases and does not believe a file review of all
Title I'V recipients who withdrew from the school is necessary in that its return to Title IV
calculations are supported by the statute and regulations.

Determining when a student has completed a payment period for purposes of disbursing aid to an
enrolled student is governed by a separate set of rules and caleulation than those governing the
determination of how much aid a student who has withdrawn has eamed. However, t1e Report
appears to conflate the two processes at times, for example, delving into the 10% allowance for
excused absences which applies only in determining the correct timing for purposes of
disbursing aid and not for calculating return to title IV,

The treatment of title IV funds when a student withdraws requires the institution to calculate the
amount of fitle IV assistances earned by the student. 34 CFR 668.22{e). Federal regulation
defines the percent a student has eamed based on whether the student completed more than 60%
of the scheduled payment period. 34 CFR 668.22(e)(2). Where the student has completed more
than 60% of the entire payment period, the student has earned 100% of the aid. 34 CEFR
668.22(e)(2)(iiB). If the student has completed 60% or less of the payment period, however,
the “percentage of payment period completed” as defined in 668.22(f) governs.

In the case of a program that is measured in clock hours, 34 CFR 668.22(f)(ii)(a) instructs that
the applicable percentage of the payment period completed is determined:
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...by dividing the total number of clock hours in the payment period or period of
enrollment into the number of clock hours scheduled to be completed as of the
student’s withdrawal date,

Mathematically, this would be expressed as follows:

Number of clock hours scheduled to be completed as of the student’s withdrawal date
Total number of clock hours in the payment period or period of enroliment

When applying this calculation in a second, or subsequent, payment period (l.e., a payment
period other than the first payment period), this calculation is not to inciude hours scheduled for
which a student has already eamned and received aid. Certainly, the definition of this regulation
makes that much clear (“percentage of payment period completed™-—as opposed to percentage of
program completed for example). Accordingly, where a student has been determined to have
camed aid for the first payment period already, the first 450 scheduled clock hours must be
disregarded from this calculation—in both the numerator and the denominator. The regulations
further specify that the scheduled clock hours to be used “must be those established by the
institution”. For example, Frankiin’s 1500 clock hour program is divided into scheduled
payment periods as such:

Coriplete..
.. Schédled Hours -1 Scheduléd-How
0200 1 op T 1201415000

This perfectly mirrors the examples provided in the Financial Student Aid Handbook for
scheduling payment periods for clock-hour programs longer than an academic year with a
remaining portion. See, ¢.g., 2005-2006 Handbook p. 3-8,

Where a student has successfully completed 450 hours and then withdraws in the second

payment period, the institution must determine the amount of title IV assistance subsequently
earned by the student using the above fraction established by the regulation. The student has
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already earned and received aid connected to the first 450 scheduled hours, so for purposes of
determining how much a student has earned subsequently, the critical timeframe is looking at the
program’s clock hours scheduled thereafter until the withdrawal. The numerator will be the total
number of program hours scheduled as of the student’s withdrawai date minus the previously
earned 450. Further, because the regulations also specify that the scheduled clock hours to be
used “must be those established by the institution”, the denominator for this calculation in a
program with a schedule such as the one explained above should be 450. As further support for
the denominator being 450, consider an emasil from [ ESENEI United States Department of
Education Office of Postsecondary Education, responding to a question from Paul Pari, an
employee of Educational Compliance Management (ECM). This email exchange is included as
Attachment 4-A, The underlying question therein addresses the exact principle at issue here—if
a student does not successfully complete the first payment period until sometime after the 450"
scheduled hour of a 900 hour program or first academic year, how many scheduled hours are
included in the second payment period? [ G answers that the second payment period
will still include 450 scheduled hours, and that any scheduled hours past the 451" hour that the
student used to complete the first payment period are “brought over” inte the second payment
period. Tor all these reasons, Franklin is using the correct calculation in its R2T4 precedures.

The Report erronecusly focuses on how many hours students actually completed in their second
payment period as opposed to the number of scheduled hours, as reguired under the regulations.
The Report states, “It appears that the disbursement was paid based on the totel number of hours
offered, instead of the hours completed.” Compare this with the language of the regulation:
“dividing...into the mumber of clock hours scheduled to be completed as of the student’s
withdrawal date” {emphasis added).

The Report appears to confuse the process used for determining when an enrolled student
completes a payment period with the process used for determining how much aid a student who
has withdrawn has earned. The regulations are clear—it is not what percentage of the
subsequent payment period the student has successfully “completed” (or attended) but what
percentage of the subsequent period was “scheduled” through, or offered as of, the student’s date

of withdrawal.'®

How much a student has “completed” can be seen as a preliminary part of the calculation—for if
a student has “completed” more than 60% of the “scheduled” hours, that student is deemed to
have eamed 100% of the aid. 34 CFR 668.22(e)(2)(ii)}(B). Clearly, this would be in amy
institution’s interest to point out. Where this condition is not reached, however, the critical
number is the number of hours scheduled—not completed as stated and apparently confused in

the Report."”

' There is one caveat—a student mus: have a 70% attendance record in order to use scheduled hours in the R2T4
computation. In no case did Franklin use scheduled hours in determining aid earned for a student who completed
less than 70% of the scheduled hours as of the student’s date of withdrawal.

' As discussed in the prior footnote, where a student has completed, or attended, less than 70% of the scheduled
hours through the date of withdrawael, the student’s actual hours completed as opposed to the hours scheduled are
used in the calculation. Frankiin's policies comply with this rule, and this situation is not at issue in any of the cases
cited in the Report.
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As explained above, Franklin’s policy for calculating how much aid a student withdrawing in a
subsequent payment period had eamed is completely consistent with the governing regulation,
34 CFR 668.22, Nonetheless, Franklin notes that by letter dated February 9, 2005, Franklin
notified Region II of its intent to switch back to measuring progress in credit hours as opposed to
clock hours. Regardless of this change, Franklin continues to ensure that the governing
reguiatory requirernents are met.

FINDING #5: Disbursement of Title [V Funds

Franklin acknowledges there appear to have been errors made in disbursing aid for the two
students cited in this finding (Students #28 and #30), however it is unclear what general or
continuing violation this finding intends to establish. Rather this finding appears to involve two
students who did not complete sufficient hours to warrant a second disbursement. We agree that
as to these two students the disbursement was in error.

As Franklin has established in responding to earlier findings in this report, Franklin’s policies at
all times have complied with the statutory and regulatory requirements regarding the calculation
of disbursements and return to Title IV, While individnal instances of miscalculations may have
occurred on occasion due 1o human error, as in the cited cases of Student #28 and #30, Franklin
ensures that goveming regulatory requirements are met through its policies under and
participation in the Title IV program. Unlike the students included in Finding #4, these two
students withdrew before completing their first payment period and therefore should not have
received second disbursements.

FINDING #6: Verification

The reviewers cited three cases where Franklin failed to complete verification requirements.
Franklin responds to each cited case (Students #15, #26, and #37) in turn.

Franklin agrees that there was an error with regard to Student #15 during the verification process.
Accordingly, a needs analysis with the verified information was conducted, resulting in a change
of this student’s ERC from 1841 to 3677. A recalculation was conducted based on this revised
BEC. The results of the recalculation indicate that her award should have been decreased from
$1467 to $400. The revised S.N.A.P for this student is included at Attachment 6-A. The
coected information for line 79 appears on the SN.AP. and the resulting EFC and Award

appear in the upper right hand section of the page.

The reviewers point out that Section C of the verification worksheet for Student #37 was left
blank. This is the section where the student would confirm whether they filed a tax return and
report any income or benefits the student received during 2004. During the verification process,
it was confirmed that the student did not earn any taxable or non-taxable income during 2004 but
the student inadvertently failed to check the box indicating that no tax refum Wwas filed.
Accordingly, no recalculation of Student #37's award is required—the student was eligible for

all Title IV funds disbursed.
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The reviewers noted the same issue discussed regarding Student #37 for Student #26. Franklin
notes that Student #26 had not been selected for verification. The verification worksheet was
used with Student #26 for a purpose other than verification. As such, Franklin was not required
to complete the verification worksheet for Student #26. The student was eligible for all Title IV

funds disbursed.

As such, Franklin has determined the total Title IV aid at issue under Finding #6 is $1,167. A
copy of Franklin’s Verification Procedures are included at Attachment 6-B for your reference.

FINDING #7: Conflicting Information

For Finding #7, the reviewers believed Franklin failed to resolve conflicting information in the
records of four students (Students # 15, 28, 31, and 37) relating to Title I'V eligibility. Franklin
agrees with the reviewers in three of the instances and disagrees with the reviewers’ finding with
regard to one of the students cited.

Franklin acknowledges that there was conflicting information in the records of Students #13,
#28, and #37 relating to their eligibility for Title IV. Franklin was able to complete & corrected
needs analysis for Student #28, which resulted in the student’s EFC remaining at zerc. The
revised needs analysis (SN.AP.) is included with this respomsc at Attachment 7-A.
Accordingly, no recalculation of this student’s PELL Grant is required, and there was no impact
on this student’s award. As for Students #15 and #37, however, due to the amount of time that
has passed and the challenge in now trying to resolve the conflicting information, Franklin has
determined it will not be able to conduct a revised needs analysis for these two students. As
such, Franklin accepts liability for the funds awarded to Students #1535 and #37.

With regard to Student #31, Franklin disagrees with the reviewers’ finding. For this student, the
reviewers pointed to a Certification of Naturalization that the student submitted to document her
citizenship that indicated that she was married as contradicting the student’s 2005-2006 ISIR,
based on her FASFA completed in April 2006, which indicated she was unmarried. The student
separated from her husband in 2004. As per the Financial Student Aid Handbook’s Application
and Verification Guide, where an applicant is married but separated, the income of the spouse is
not to be included in calculating EFC. See e.g., 2005-2006 FSA Handbook, AVG pages 59, 61,
86. Attachment 7-B is a signed statement from Student #3] attesting to her separation and the
fact that she receives no support from her husband.

In sum, for Finding #7, Franklin has determined it owes ne liability with regard to Stedents #28
and #31 and accepts liability for Students #15 and #37. Franklin will continue to comply with

the verification requirements, including its Verification Procedures, referenced in Finding #6 and
included at Attachment 6-A.

FINDING #8: Authorization to Credit Federal Work Study Funds
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Under 34 C.F.R. §675.16(a), an institution may pay Federal Work Study (FW8) compensation to
a student by crediting the student’s account at the institution after obtaining a specific written
authorization from the student. The reviewers cited that Franklin’s Financial Ald Status &
Waiver Form, which is used to authorize retention of credit balances for students, does not
mention authorization by the student to credit FWS funds directly to their account. While that
form may not specifically authorize the credit of FWS directly to student accounts, Franklin has
always obtained such an authorization in advance of crediting FWS to a student’s account.
During the period of time at issue, this authorization was included on its Estimated Financial Aid
Work Sheet (EFAWS). Furthermore Franklin recently took steps to improve upon its established
process of obtaining such authorization,

Along with its Estimated Financial Aid Work Sheet (EFAWS), Franklin now includes an
additional, separate, authorization form for obtaining a student’s permission for FWS payroll to
be credited to the student’s ledger account. Franklin's independent auditor found its SFAWS to
be sufficient but suggested Frankiin create an additional authorization form beyond the language
in the EFAWS. Franklin incorporated this suggestion by creating an additional form that solely
addresses the authorization of crediting FWS compensation to a student’s account. Franklin
began use of this additional form in 2006-2007 and has continued use of this form through the
present time. A copy of the current EFAWS and accompanying form is included at Attachment
8-A,

FINDING #9: Student Eligibility for FWS Employment

The reviewers found that one student continued to work in her Federal Work Study (FWS)
position after completion of her program of study. Franklin agrees with the Reviewers finding,

Student #25 officially graduated on April 7, 2006, with her last scheduled day of attendance at
her externship being March 31, 2006. She was offered full time employment beginning May 1,
2006 and asked to continue working at the school through the month of April. Her request was
granted without realizing the student had officially graduated, the student contitued to be
compensated with FWS funds in error.

FINDING #10: Monitering of FWS Employment

In Finding #10, a finding that student work periods appeared to exceed New York State Labor
Department (NYSLD) guidelines concerning meal breaks and consecutive hours of work, the
Report misstates the NYSLD guidelines as requiring employees who work shifts of more than
four hours during the day to be provided a meal] break of at least 30 minutes. Actually, NYSI.D
guidelines entitle employees working shifts of more than six hours, not four hours, to a meal
break of at least 30 minutes. The state labor law is more detailed than simply entitling an
employee to & break of at least 30 minutes when working a shift of 6 or more hours, but there is
no requirement under state law or NYSLD guidelines that entities employees to a break for a
shift of less than 6 hours. Copies of Section 162 of the NYS Labor Law and the NYSLD
guidelines are included at Attachment 10-A.
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The Report asks Franklin to respond to clarify the circumstances regarding reviewers’ concerns
relating to two FWS students (Students # 11 and #30), The reviewers raised concerns that the
timesheets for Student #11 worked periods of more than five consecutive hours numerous times,
with as many as eight consecutive hours without a documented break. First, as discussed above,
NYS labor law does not require an.employee be provided with a break for any shift lasting up to,
but not more than, six hours. For shifts of more than six hours, Franklin’s policy has always
been in accordance with state labor laws and guidelines. Franklin has always treated such breaks
as unpaid. During orientation for FWS students selected for employment, Franklin trains its
student employees on its sign-in/sign-out procedures and the reporting processes, among other
orientation topics.

Although Franklin already had procedures in place to ensure students, including Student #11,
were not paid for breaks, Franklin has used this finding as an opportunity to improve its
procedures related lo monitoring of FWS employment. In particular, Franklin has revised its
sign-in/sign-out sheet to better reflect a break peried and imstituted new procedures whereby
FWS students sign a form acknowledging their understanding of having to take breaks under
certain conditions. The revised sign-in/sign-out sheet and the acknowledgement form are
included at Attachment 10-B.

With regard to Student #30, Franklin agrees with the reviewers concern that the smdent may not
have been paid for all hours worked during a given month. It appears five hours were
inadvertently omitted when the November FWS hours were being summarized, leading the
student to be paid for 54.5 hours of work as opposed to the 59.5 hours worked. In recognition of
this error, Franklin has prepared and mailed a check to the student for the five hours worked but
not paid. A copy of the check is included at Attachment 10-C.

FINDING #11: Eligibility for SEOG Award/Disbursement

Finding #11 questions the documentation supporting FSEOG awards to three students in the
program review sample (Students #15, #32, and #35). For all three students, the report says the
reviewers did not find any documentation as to when the students were awarded their FSEQG.
As such, the Report quéstions whether there is documentation to support that the students
received their FSEOG awards while enrolled and eligible.

Franklin agrees with Finding #11 as it relates to Student #32 only. Franklin acknowledges that
Student #32 was awarded FSEOG mistakenly after her last day of attendance; howsver, neither
Student #15 nor Student #35 was awarded FSEOG following their last days of attendance.

Student #15 was awarded $2,000 in FSEOG en 12/2/05 and received one disbursement of $1,000

that same day. This student’s Jast day of attendance was 12/3/05, not 11/28/05 as mistakenly
stated in the Report. Attachment 11-A inciudes Student #15°s attendance records for her
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externship, reflecting that she attended her externship on Saturday 12/3/05.!® Near the end of the
year, it was determined that the student was owed her second disbursement, which was made on

5/15/06.

Student #35 was awarded $500 in FSEOG on 3/15/06. Her last day of attendance was after that
time, as reflected in her externship attendance records, included at Attachment 11-B. As
reflected therein, ber last marked attendance for her externship was on May 26, 2006, the Friday
of the “Week of May 22, 2006”.

During 2006, Frankiin changed Data Processing systems to the Diamond 12 System. Since that
time 2!l students are awarded FSEQG at the beginning of the Award Year at the same time that
PELL and NY State TAP Grants are scheduled. The schedules of all of these disbursements are
on a Payment Period basis within each Award Year. The new computer system is an asset in
ensuring all awards have been made while students were still in school.

Franklin’s packaging procedures are included at Attachment 11-C, and a summary of Franklin’s
FSEOG awarding procedures are included at Attachment 11-D.

CONCLUSION

In closing, Franklin respectfully disagrees with a majority of the findings and required actions
issued in the Report and requests that they be reconsidered and revised accordingly. With regard
to the findings with which Franklin agrees, Franklin will await further instructions from the
Departient on how to proceed.

'* The Report erroneously states that this student’s last day of attendance was 11/28/05. This error may be due to a
quick reading of the attendance report, which records attendance by week. For the “Week of November 28, 20057,
the student was clearly in attendance through that Saturday, which was December 3, 2005.
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3105 South Strast, NwW

&B RUSTEIN Washington, DG 20007
MANAS EVIT, PLLC phone 202.965.3652

ATTORNEYS AT LAW fox 202.965.8913

brurman@bruman.com
www. bruman.com

July 7, 2011

Mr. Stephen Podeszwa
Institutional Review Specialist
U.S. Department of Education
32 O1d Slip, 25" Floor

New York, NY 10005

Re:  Requirement to Resubmit Program Review Response

OPE ID: 033283
PRCN 200640225454

Dear Mr. Podeszwa:

Please be advised that Brustein & Manasevit, PELC represents Franklin Career Institute
(“Franklin”) in this matter. Attached you will find Fraoklin’s response to your April 8, 2011
letter requesting a resubmission of the program review response and request for additional
information.

As noted in the resubmitted response, Franklin does not concur with the Findings set forth in the
Original Program Review Report or the Requirement to Resubmit Program Review Response
letter. We maintain Franklin’s understanding of, and policies related to, the requirements of 34
CFR § 668.151 and 34 CFR § 668.22 to be correct. Nonetheless, to comply with your request for
resubmission, Franklin has prepared and is herein submitting the requested documentation for
Findings # 1 and #4. Where appropriate, documents previously provided as attachments are
referenced as such.

As designated counsel for Franklin in this matter, we request that all further communications on
this matter be directed to our office. If you have any questions, please do not hesitate to contact
me.

Leigh M. Manasevit



Franklin Career Institute
Program Review Response Resubmission
OPE ID: 033283
PRCN 200640225454

Submitted to:

Mr. Stephen Podeszwa
Institutional Review Specialist
U.S. Department of Education

32 Old Slip, 25" Floor

New York, NY 10005

The Program Review Report, PRCN 200640225454, issued April 20, 2009 included eleven
initial findings. Franklin Career Institute (“Franklin”), in its July 13, 2009 Response to Program
Review Report (“Response™), disagreed with nearly all of the findings and detailed its
disagreement therein.  On April &, 2011 the United States Department of Education
(“Department™) sent a letter detailing Franklin’s Requirement to Resubmit Program Review
Response. The Department’s letter addressed only Findings #1 and #4 and requested additional
responses and documentation with regard to those findings. Franklin reserves its disagreements
with the original Program Review Report and cross references them herein as they apply to the
Requirement to Resubmit Program Review Response letter. As reflected in its Response,
Franklin maintains that all policies were compliant with the appropriate regulation. The
requested documentation has been attached and addressed below,

Finding #1: Administration of Ability to Benefit Tests

In its Requirement to Resubmit Program Review Response letter, the Department claimed
Franklin failed to comply with the federal requirements that an ability to benefit (ATB) test be
“independently administered” under 34 CFR § 668.151. The Department’s position is that ATB
test administrator (IS v 25 - former employee of Vocational Educational Testing
(VET) and did not meet the criteria of an independent test administrator as specified in section
34 CFR § 668.151(b)(2) of the regulation.

Franklin reserves and reasserts the position that (FINGGNIQNEN qualified at all times as an
‘independent test administrator’, \SENITNNEEN 110t VET, was the test administrator giving the
test. Moreover, BNEEN as an ndependent Contractor, and not an employee, of VET.
VET, in a contractor role, identified, recruited and contracted independent contractors who
would administer ATB tests at Franklin. At no time were the ATB administrators’ employees of
either VET or Franklin, (SINGEISEEEN; independent contractor status with VET is reflected in the
1099 forms she filed in 2004 and 2005, which were included in Franklin’s July 2009 Response
as Attachments 1-A and 1-B.



In its Program Review Report, the Department had also claimed that _NaS ineligible
as she was a former employee of Franklin. While this is not addressed in the Requirement to
Resubtnit Program Review Response lefter, we reiterate our position that [EINENESEEE s an
independent contractor throughout the use of her scrvices and never an employee of Franklin.
This argument is supported by the Internal Revenue Services (IRS) principles regarding
independent contractors including behavioral control, financial control and the relationship
between the parties.

During her work as an ATB test administrator, Franklin provided no training or iustruction, and
exercised no control on the performance of her work beyond providing testecs and a space for
administering the ATB test. Franklin never paid any expense related to her certification by the
test publisher as an ATB test administrator and did not restrict her ability to securc or serve other
clients. As to the type of relationship between Franklin and Ms. Fridman, there was no written
contract of employment, Ms. Fridman did not receive any ecmployee benefits, and she remained
free to adjust her schedule throughout the pertinent time period. Finally, the law has made clear
that the use of a W-2 form for tax purposes is not dispositive of an employee/employer
relationship. |

While Franklin continues to disagree with the Department’s position on Finding # 1, in an effort
to fully cooperate with the Department’s request, Franklin is providing herein at Attachment A, a
list of all Title IV recipients who were admitted under the ATB provisions for the award years
2004/2005 through 2606/2007. During this period there were two ATB administrators, Galina
Fridman and Lesma Miller-Drummond. Franklin maintains that both qualified as independent
testers,

Additionally, at Attachment B, Franklin is providing documentation for the three individuals
who have administered the ATB tests since the program review was conducted, Galina Fridman,
Elena Coman and Lesma Miller-Drummond. Included in Attachment B are current contact
information for these individuals and copies of testing agency approval and certification.

Additionally, for students admitted based on ATB tests administered during this period, there is
an extremely compelling reason that no significant interest of the Department has been harmed—
even assuming that there was noncompliance regarding the ATB testing. On October 29" 2010,
the Department issued Program Integrity Rules. The Department has since created an alternative
to the ATB test allowing students who satisfactorily complete 6 semester, trimester or quarter
credit hours, or 225 clock howrs, applicable toward a degree or certificate offered by the
institution to establish their Title IV, HEA eligibility.? While thesc regulations were enacted after
the years in question, they reflect a significant change in the Department’s view of the

! Independent Contractor or Employee.., Publication 1779, Department of Treasury, Interal Revenue Service,
{Rev. 8-2008), located online at: hiip:/Avww irs.govipub/irs-pdfp1779.pdf
? Department of Education Program Integrity Issues; 75 Fed. Reg. 66919 (Oct. 29, 2010)



importance of the ATB test. Under the current approach, students who would otherwise be
required to pass an ATB test to qualify for Title IV assistance would become eligible after
successfully completing 6 credit hours or 225 clock hours. Thus, even if there had been an ATB
violation, then these new regulations would be the appropriate guide for determining liability as
they reflect an important policy shift that is equally applicable to the situation at hand as it is to
new enrollees.

Finding #4: Return to Title IV

The Program Review Report claimed that Franklin failed to accurately account for the number of
hours scheduled and completed for the students who withdrew in the second and subsequent
payment periods. As stated in the Response, Franklin respectfully disagrees and belicves that its -
policies have complied with the statutory and regulatory requircments regarding the calculation
of return to Title I'V.

Franklin performed the calculation as directed by 34 CFR § 668.22(f)(ii)(a) by dividing the total
number of clock hours in the payment period or period of enrcllment into the number of clock
hours scheduled to be completed as of the students withdrawal date.

For the purposes of a Return to Title IV caleulation, a school must determine how much aid has
been earned during a scheduled payment period. In order to complete the calculation, a payment
period must be defined. Under 34 CFR § 668.4 (c)(2)(i), the payment period for a clock hour
program of one year or more is defined as

(A) The first payment period is the period of time in which the student successfully
completes half of the number of credit hours or clock hours, as applicable, in the
academic year and half of the number of weeks of instructional time in the academic
year; and

(B) The second payment period is the period of time in which the student successfully
completes the academic year.

As noted in our initial response, Franklin’s 1500 hour program was defined in accordance with
this provision; during the first academic year, the first payment period was 450 hours, the second
451-900 hours. During the second academic year, the first payment period was 901-1200 hours,
the second 1201-1500 hours.

Franklin has used the correct caleulation its return to Title IV procedures, and has relied on the
language of the regulations as well as statements from the Department, previously attached with
Franklin’s Response at 4-A. Franklin cross references herein the entirc argument made in its
initial Response to the Program Review Report for finding #4. In its Requirement to Resubmit
Program Review Response Letter, the Department states that there appears to be a “disagreement
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in the interpretation of the phrase the number of clock hours scheduled to be completed as of the
student’s withdrawal date.” Franklin's interpretation is based on its reading of the regulation.
The Department points to Part B of 34 CFR § 668.22 (f) as support for their understanding, but
as noted above, Franklin was and has remained in compliance with that provision.

While continuing to respectfully disagree, Franklin has reviewed all Title IV recipients who
withdrew from the school for the award years 2004/2005 through 2006/07 as requested. A
recalculation of Return to Title I'V has been conducted using the understanding of the formula
reflected in the Requirement to Resubmit Program Review Response. At Attachment C, Franklin
has attached a spreadsheet containing the requested information, including:

1) Student’s name

2) The amount of late, under-funded, or uimade refunds identified by program
3) The date the school determined the student withdrew

4} The last date of attendance

5) The date the refund was made.

Please note, with reference to the three requested dates associated with the review of R2T4
calculations, the following explanation explains why some of the dates might appear at first
gtance to be either late (Date of Refund greater than 45 days after the Date of Determination) or
impossible (Date of Refund before the Date of Determination).

I. In many instances, the student’s final PELL payment was a Post Withdrawal
Disbursement (PWD). In all cases, the students met the requirements for a Late
Disbursement and the PWD was made within the statutory deadline of 120 days (for the
time period under review). In those cases the Date of Refund is actually the date of the
PWD so time frames greater than the 45 days after the Date of Determination for refunds
are correct.

2. In other instances, the Refund Date is prior to the Date of Determination. In this instance,
the date listed does not reflect a “refund date” but the date of last disbursement of Title
IV funds. At the time the origina! calculation was made, there was no refund due as the
student had earned the full disbursement based on the attendance information in the
school’s recordkeeping system and the methodology {which is the basis for FCI%s
response to this finding) used at the time. As a result of the subsequent review of makeup
hours as well as a recalculation of the R2T4 using the methodology described in the
Program Review report, a refund has been calculated and that newly calculated refund
amount appears on the attached spreadshect.
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Franklin Career Institute-Program Review
Student information

¥ = Slugends duplrented R Fiading 2|

lact Circt Additional Refund  Date of Determination LDA Date of Refund
(b)) (bX7(C) 188.15 12/16/2005 11/23/2005 1/20/2006
52.75 4/7/2006  4/5/2006 5/1/2606
945,00 10/21/2005 7/15/2005 10/31/2005
202.40 4/7/2007 3/23/2007 5/15/2007
747.27 7/14/2006  6/14/2006 7/19/2006
382.00 5/13/2005  1/14/2005 5/27/2005
1,033.00 6/12/2005 5/30/2005 7/20/2005
4.45 5/26/2006 5/11/2006 6/8/2006
3.55 7/30/2004 7/15/2004 8/13/2004
2.30 10/22/2004 10/8/2004 10/28/2004
939.50 5/19/2006  5/2/2006 6/8/2006
133.75 3/18/2005 3/16/2005 4/772005
210.32 6/23/2006 6/15/2006 7/19/2006
1,350.00 9/1/2005 8/19/2005 9/13/2005
20.35 2/1/2005 1/19/2005 47772005
21.32 3/21/2007 3/12/2007 4/18/2007
254.65 9/13/2004 8/30/2004 9/30/2004
1,354.72 8/31/2004 9/23/2004 2/3/2004
888.97 3/4/2005  3/4/2005 3/4/2005
X 362.30 3/31/2006 3/23/2006 5/1/2006
A 133.65 2/24/2006  2/7/2006 3/1/2006
698.25 8/26/2005  8/9/2005 9/1/2005
913.27 8/27/2004 9/14/2004 3/8/2004
X 10.57 8/19/2005  8/4/2005 8/24/2005
67.22 6/2/2006 5/31/2006 6/8/2006
0.72 11/12/2004 9/21/2004 11/12/2004
X 757.7% 4/7/2006  4/6/2006 5/1/2006
1,372.05 2/3/2006 1/11/2006 3/1/2006
N 1,474.10 7/29/2005 6/28/2005 8/8/2005
332.27 12/16/2004 11/22/2004 8/13/2004
y 1,316.25 1/11/2007 1/11/2007 1/11/2007
1,030.00 11/4/2005  5/3/2005 11/9/2005
X 14.50 1/13/2006 12/13/2005 1/20/2006
500.00 9/9/2005 5/20/2005 9/13/2005
X 584.55 9/7/2006 8/24/2006 3/1/2006
99.32 8/19/2005 7/27/2005 8/24/2005
X 702.00 5/1/2006 3/24/2006 57172006
517.00 1/20/2005 12/7/2004 2/1/2005
X 14.40 6/3/2005  5/4/2005 6/22/2005
945,77 2/16/2005 173172005 3/2/2005
740.27 11/21/2005 11/1/2005 1/20/2006
X 1,723.27 8/14/2006 7/31/2006 7/19/2006
1,079.00 8/13/2004 7/27/2004 5/14/2004
X 94500 7/21/2006 10/28/2005 1/20/2006
1,057.00 3/3/2006 2/15/2006 4/3/2006
A 895.05 5/5/2006 4/24/2006 5/1/2006



Franklin Career Institute-Program Review
Student Information

last First Additional Refund Date of Determination LDA Date of Refund
{b)(6): B)FC) 339.97 4/25/2006 4/20/2006 5/15/2006
1,066.50 11/3/2006 11/2/2006 10/26/2006
44,95 10/1/2004 972472004 10/6/2004
42.20 5/6/2005 4/26/2005 5/10/2005
540.95 8/18/2005 8/13/2005 9/13/2005
139.50 12/15/2005  8/6/2005 1/24/2006
2,061.45 8/7/2006 7/10/2006 8/3/2006
15.30 A/8/2005 3/21/2005 5/10/2005
675.00 5/31/2007 5/24/2007 7/9/2007
872.30 10/6/2006 9/23/2006 12/6/2006
2,025.00 7/21/2006  7/14/2006 8/4/2006
9%4.60 4/5/2006 3/24/2006 5/1/2006
107.72 3/10/2005 2/14/2005 4/7/2005
94932 8/5/2005 7/20/2005 8/9/2005
1,246.95 4/28/2006 4/11/2006 5/15/2006
316.00 2/10/2006 1/19/2006 3/1/2006
316.00 2/10/2006  1/19/2006 3/1/2006
996.30 §/24/2005 6/15/2005 §/22/2005
247.00 4/28/2005 3/28/2005 5/10/2005
325.85 6/23/2006  6/6/2006 7/10/2006
409.32 3/16/2005 2/17/2005 41712005
630.00 4/20/2006 3/31/2006 5/1/2006
527.00 4/28/2006 4/17/2006 5/15/2006
152.10 4/13/2006  4/3/2006 5/1/2006
13.95 6/10/2005 5/23/2005 6/22/2005
469.90 2/17/2006  2/8/2006 3/1/2006
22.50 4/18/2005 4/12/2005 6/22/2005
21.55 8/30/2004 8/27/2004 9/9/2004
86.20 6/21/2006 12/6/2005 7/10/2006
708.57 5/26/2006 5/12/2006 6/8/2006
439.52 4/10/2006 3/24/2006 5/1/2006
1,046.92 10/26/2006 2/17/2007 10/26/2006
. 1,174.50 4/19/2006 3/24/2006 5/1/2006
P 91.17 5/6/2005 3/25/2005 5/10/2005
17.82 5/12/2006  5/8/2006 5/23/2006
1,308.15 9/13/2004 8/26/2004 12/19/2003
805.95 10/27/2006 10/20/2006 11/17/2006
791.77 1/25/2005 7/12/2004 1/28/2005
822.47 6/10/2005 5/25/2005 6/22/2005
336.60 4/19/2005 3/24/2005 5/10/2005
224.72 5/2/2007 4/27/2007 5/15/2007
1,358.77 10/1/2004 9/24/2004 4/14/2004
707.00 7/30/2007  7/13/2007 7/306/2007
291.10 7/13/2004  7/2/2004 7/26/2004
270.90 3/30/2007 3/23/2007 412042007
1,350.00 12/6/2006 9/23/2006 12/6/2006




Last

First

Franklin Career Institute-Program Review
Student Information

(b)(6); (b)(7(C)

_Additionzl Refund  Date of Determination LDA Date of Refund
267.47 6/10/2005 5/17/2005 6/22/2005
22.67 12/21/2006 1/11/2007 1/11/2007
1,746.40 10/22/2004 10/4/2004 11/12/2004
66.82 2/18/2005  2/8/2005 3/4/2005
74277 6/13/2007 6/13/2007 6/13/2007
121.60 3/14/2006 2/13/2006 4/3/2006
61.20 10/6/2005 9/23/2005 10/25/2005
168.17 3/14/2006 2/13/2006 4/3/2006
427.00 12/3/2004 13/5/2004 12/29/2004
140.05 2/3/2006 1/30/2006 3/1/2008
6.35 3/9/2005  2/3/2005 4/7/2005
26.15 7/5/2006 6/28/2006 7/10/2006
34,402 2/25/2005  2/1/2005 3/4/2005
980.10 2/18/2005  2/9/2005 5/14/2004
279.65 2/24/2006  2/1/2006 3/1/2006
0.10 3/14/2006 2/28/2006 47312006
1,991.25 12/1/2006 9/27/2006 12/8/2006
1,229.17 572672005 10/22/2004 10/6/2004
834.35 9/3/2004 8/15/2004 9/9/2004
24,75 3/2/2006  2/4/2006 4/3/2006
721.00 6/10/2005 5/27/2005 6/22/2005
222.25 12/16/2004 8/17/2004 12/28/2004
321.92 8f12/2005 7/22/2005 872272005
221.40 8/26/2005  8/2/2005 9/1/2005
824.17 7/1/2005 6/29/2005 6/22/2005
945.00 7/28/2005 6/27/2005 9/13/2005
26.22 3/2/2005 1/28/2005 4/7/2005
236.60 6/9/2006 5/23/2006 7/10/2006
153.45 5/1/2006 4/27/2006 5/15/2006
54.35 5/17/2004  9/1/2004 5/30/2004
844.42 6/2/2006 5/19/2006 5/15/2006
180.00 1/19/2005 1/10/2005 2/1/2005
1,093.50 5/9/2005  5/5/2005 5/10/2005
35.20 4/29/2005 4/14/2005 5/10/2005
3.77 2/3/2005  2/2/2005 4/7/2005
427.77 4/28/2006 471272006 5/15/2006
1,583.45 1/17/2006 1/12/2006 1/26/2006
520.82 12/10/2004 11/22/2004 12/29/2004
449,50 8/19/2005  8/8/2005 8/2472005
832.95 1/11/2007 1/11/2007 1/11/2007
1,603.80 571272006  4/7/2006 5/23/2006
1,125.00 12/16/2005 12/3/2005 1/20/2006
2,244 82 3/3/2006 2/15/2006 4/3/2006
968.00 9/16/2005 8/26/2005 10/25/2005
252.00 3/23/2005 10/25/2004 4/7/2005
45.00 5/27/2005 3/11/2005 6/22/2005




Last

(b)(6); (b)(7(C)

Franklin Career institute-Program Review
Student Informaticn

93,840.45

Additional Refund Date of Determination LDA Date of Refund

391.70 2/16/2005 1/19/2005 3/2/2005
2,025.00 10/25/2006 10/18/2006 8/1/2006
30.60 5/13/2005 4/18/2005 5/27/2005
158.00 7/16/2004  7/1/2004 8/13/2004
269.00 3/24/2006 2/21/2006 4/3/2006
56.97 12/10/2004 11/19/2004 12/29/2004
540.22 6/25/2007 6/15/2007 7/25/2007
994.50 8/2/2004 7/30/2004 8/13/2004
22.32 10/22/2004 10/8/2004 10/28/2004
78.52 8/19/2005 7/27/2005 8/24/2005
129.90 2/26/2007 2/15/2007 3/14/2007
12.G05 5/12/2006 4/20/2006 5/23/2006
1,101.60 6/1/2007  6/1/2007 4/20/2007
654,40 12/16/2005 11/22/2005 1/20/2006
146.20 S/4/2004 8/17/2004 9/9/2004
130.20 10/15/2004 9/231/2004 11/12/2004
4.55 8/13/2004 7/26/2004 8/13/2004
399.10 2/16/2006 1/15/2006 3/1/2006
55.17 1/6/06 12/12/2005 1/20/2006
917.32 5/5/2006 4/26/2006 5/1/2006
545.00 3/7/2006  2/24/2006 4/3/2006
528.35 12/29/2005 12/29/2005 1/20/2006
494.00 4/5/2006 3/7/2006 5/1/2006
403.05 12/1/2005 11/2/2005 1/20/2006
1,034.77 7/28/2006 7/17/2006 5/15/2006
1,275.75 7/8/2005 6/24/2005 5/10/2005
427.22 4/4/2007 372372007 471812007
35.10 7/30/2004 7/6/2004 8/13/2004
136.00 5/9/2005 10/18/2004 5/27/2005
842,40 11/11/2005 10/17/2005 8/24/2005
58.40 1/12/2005 1/10/2005 2/1/2005



Appendix F — Cost of Funds
Calculations




Ineligible Disbursements (Non-Loan) - Cost of Funds and Administrative Cost Allowance

Name of Institution: Franklin Career Institute- Findings #1,2,7,9 & 11
ineligibie Disburseme Return Paid No.of  Imputed To Inst
No.  Description/Name Disbrsmnt Program nt Date Date Days CVFR Federal Share To ED Accounts
(b)(8); (b)(7(C) $4,000.00 [Pell Grant 7/18/2005] 4/20/2009 1372 1.00% $ 4,00000(% 150.37 | § =
2 $4,0560.00 |Pell Grant 7118/2005| 4/20/2009 1372 100% $ 4050.00|% 15225 % =
$4.050.00 [Pell Grant 6/20/2005| 4/20/2009 1400 1.00% $ 405000 % 155.36 | $ 8
$4,050.00 |Peli Grant 6/20/2005| 4/20/2009 1400 1.00% $ 4,05000( % 15536 | § -
g2 $3,700.00 [Pell Grant 6/20/2005{ 4/20/2009 1400 1.00% $ 370000 (5% 141.93 | $ .
ng 7 $1,355.00 |FWS 6/30/2005] 4/20/2008 1390 100% $ 101925(% 3882 | % %
ng 7 $673.00 |Pell Grant 6/20/2005]  4/20/2009 1400 1.00% § 973.00 | § 3732 % =
$2,519.00 |Peil Grant 4/26/2006| 4/20/2009 1080 200% $ 2519.00( % 150.44 | $ -
o $352.50 |FWS 6/30/2006( 4/20/2009 1025 2.00% $ 26438 [ % 14.85 | § =
11 $400.00 |FSEOG 6/30/2006] 4/20/2009 1025 2.00% § 30000 [ $ 16.85 | § e
FITOMY T - UHUS $356,915.00 {Pell Grant 6/30/2008! 4/20/2009 1390 1.00% $356915.00 [$ 1359348 [ =
Finding 1 - 05/06 $72£,669.00 [Pell Grant 6/30/2005] 4/20/2008 1390 1.00% $725669.00{% 2763783 (3 -
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Late or Unmade Returns {Non-Loan) - Cost of Funds complete

Nama of Institution: Frarkin Carear instilute - Finding #4 Note: e withdrawal dale is necessary to determing if an
institution has 30 {defaul) or 45 days o return funds
Retum iraftiinrr Relun Pald RetmmDue Days  imputed Federal To Inst
No.  DescriptiordNama Amncunt Program WD Date Dat Date Date Date Lata CVFR . Shaera Ta ED Accaunts
1(b)(6); (b) 5§882.00 |Pei Grant 01/14/05] AiT3/2006]  4/20/2008] _ 06/12i06 1408 1C0% 8§ 38200 474§ E
L | (7(C) $1,033.¢0 |Pell Grant 05/30/058) &/12/2005 4242008 Q7N2/06 1378 1.09% 1.033.00 3900 | 3 .
L $3.55 |Pall Grant 07H15i04] 773062004 A20/2009 0812844 1685 1.00% 355 TI16 |3 =
| $254.65 |Pall Grant OB/30f04| 8/13/2004 42012009 10M13/04 185D 1.00% 254.65 11.81
- $1,354 72 [Pell Grant CaI31/04| 9/23/2004 2012002 10/23/04 1840 1.00% 1,384.72 €0 88 .
| $888.97 |Pell Grant 03/04/05]  3/4/32009 HI02009|  DAOADE 1478 1 00% 888.97 36.00 -
L. | %913 27 [Poll Grant 08M14/04] 92712004 41202008 10/27/04 1636 1.00% 3 91327 40.94 -
| $332.27 |Pell Srant 11/22/104) 12118104 20/2009 0t15M5 1556 1.00% § Az 1417 =
|| $1.030.00 | Psll Grant 050308 11/04/05 A4/20/2009 1204405 1233 1.00% $ 1.030.00 34.80 =
|| $500.00 [Fall Grant 05/20i05|  09I9/0S 2002008 10439/05 1288 1.00% 500.00 17.66 =
|| $517.00 [Pali Grant 1207/4|  01/20i06 4202009 02M8/05 1521 1.00% &17.00 21.85 =
L $945.77 |Pall Grant 41/31/05] 02605 4202008 Q3M80s 1454 1.00% § 94577 | ¢ 3B.72 =
|| $1.075.C0 |Pell Grant Qri27iod]| 0813104 42042009 0812104 1681 1.00% 3 1.078.00 4870 =
| 544.95 |Pell Gran 08/24/04]  10i01/04 Af20/2008 10/31/04 1632 1.00% 44 85 2.01 =
|| 54220 |Pall Grant O4/26/06| 05/C6/05 2002009 060605 1415 1.06% 42.20 1.64 -
L | 15.30 |Pal! Grant 03/21f05|  04/0B/05 4202009 05/08/05 1443 1.C0% 15.30 0.63 -
|| $107.72 [Pall Grant 02M14/05] D3MQWCs H2002008 Ca08/05 1472 1.00% 1G7.72 4.34 -
L | $409.32 [Paill Grant O217/48] 031605 4/20/2009 Q41505 1468 1.00% $ 40832 |3 16.44 -
| $21.85 |Pall Grant 08/27/04; OB/I3DAI4|  420/2008]  09/78/04 1664  1.00% 2155 498 -
L $1,308.1%5 |Pell Grant O8/26/04]  Q9M3/04)  4f20/2003[ 10H304 TTBED  1.00% 1,30815 5614 :
- $781.77 [Pall Grant D7{12104]  01425/05 H20f2009 D224/05 1518 1.00% F91.77 J2.89 3
L | $338.80 [Pall Gram 03724i05] 04118405 2002008 051805 1432 1.00% 336.60 1321 % £l
L $1,358.77 |Pell Grant 0512404  10/11H H20£2009 10131/04 1632 1.00% 1.358.77 ECTE | § =
| $291.00 |Pail Grant 0702104 0713004 4/20/2009 4812104 1742 1.00% 291,00 1366 | 3 2
|| $1,746.40 |Pell Grant 10404 10422104 42082008 12134 1611 1.00% 1,746.40 F7.06 | 8 E
L $427.00 {Pall Grant 11/05/04; 120304 AF2062009 01/02/05 1569 1.00% 427.00 18.36 | § B
| $980.10 [Pell Grant 02109/08]  02/18/05 472012008 03/20i05 1482 1.00% 980.10 4007 | § B
L | £1.228.17 [Pall Grant 10/22/04]  O5f26i05 A20r2008 DE25108 1385 1.00% 3 122917 | ¢ 46.98 B
] 834,35 [Pell Grant OEMS9A4) 0903104 A(2002008 10/03/04 1880 1.00% 3 B34.34 37.85 E
|| 721.00 |Pall Grant Q5427/05)  DRMOMS 4202008 Q710405 1380 1.00% F21.0 2726 -
- 3222.25 |Pell Grant 0BA7I04|  12/16/04 42072008 0115M5 1556 1.00% 22225 9.48 =
- $245.00 |Pall Grant 06/27/03|  O7/20i05 42012009 08/28105 1331 1.00% 945.00 34.46 =
|| §520.82 |Pall Grant 11220104 12M0/04 4/20f2008 01K8/05 1562 1.00% 820.82 2228 =
|| 252.00 |Pall Grant 10/25i04] 0323005 Af20/2009 Q422105 1459 1.00% 252.00 16.07 E
| | $381.70 [Pell Grant J3M18A05)  02/16/05 Af2002008 Q31805 1484 1.00% 381.70 603 | & -
[ $158.00 {Pall Grant Q7i01/04] 071804 420/2009 Q81604 3700 1.00% 158.00 7A0 |8 -
| | $994 50 |Pell Gramt 07/30¢04|  08/02/04 AR2042009 084104 16897 1.00% 994 .50 4611 G
L $146.20 |Pell Grant 0BMY7IO4]  0S/04/04 H20/2000 10/34/04 1858 1.00% p: 146.20 | § 6.65 -
] $130.2Q [Pall Grant DB/21/04) 10/15i04] 4/20/2008]  11/14i04 1618 1.00% 13020 577 -
| | $1.275.75 |Pall Grant CR/O8I0G]  OBf24/05 42072009 07124505 1366 1.00% 127575 47.75 -
|| $136.00 |Pell Grant 10118/04]  0509/05]  42002008]  oe/GRIDE 1412 1.00% 136.00 528 -
L $945.00 [Peil Grant O7MS/98] 10/21705]  4/20/2008) 11420005 1247 1.00% 94500 32.20 -
| 74727 |Pall Grant 05406  a7H4/08 Ar20f2009 0813106 981 4.00% 74727 850.34 B
| $1,350.00 [Pall Grant OBMDS]  08/04/06 4i20f2009 10105 1297 1.00% $ 1,350.00 47.98 =
| $1,372.05 |Pgll Grant CA/11/06) Q20306 472072009 03/05/06 1142 2.00% $ 137205 85.85 Aot
| $740.27 |Pall Grant 11/01405] 11721105 4/20/2009 1202105 1218 1.00% ? 74027 2486
L $1,057.00 [Pall Grant 02115/08]  DINH0E 420/2008 0402106 1144 2.00% 1.057.00 654.52 &
| $940.95 [Pefl Grant 08M8105]  0BA19/05 472042009 0848/05 1310 1.00% $ 54095 3377 =
L $135.50 |Pell Grant Q9r0&E/05]  12M15/05 A20F200G O114i06 11892 2.00% 139.650 g.11 =
|| $872.30 |Fall Grant 0S/23/06]  10K08/06 412072008 11420106 882 4.00% 87230 6432 -
|| $316.00 [Pell Grant DAS06|  02M0/06 412062009 0312406 1136 2.00% HE.0g i9.65 B
— | $527.00 [Pell Grant Q4N7106|  C4/28f08]  4/20/2008] 0572808 1056 2.00% P 52700 30.55 -
| 708,57 [Pel Grant 05/12/08]  05/26/06] 4720020050  O6250E 1030 2.00% 708.57 39.99 -
| 121.60 |Peil Crant 0213/06]  03N4/06 47202009 Q4306 1103 2.00% 12160 725 &
| | 153.45 |Pell Grant Qaf27/06]  05/010B| 4/2002008] D816 1055 2 00% 153,45 B.&7 -
| £1.593.45 IPell Grant D1A12/06  01M7106 42072009 D2HBAE 4158 2.00% 159345 10418 -
L 1,603.80 |Pall Grant M007/06|  05/12/06 420/2009 0611/068 1044 2.00% 1,603.80 81.74 -
|| $2,244.82 |Pali Grant 02115006  03/03/06 42012009 Q4206 1114 2 00% § 223482 137.04 -
- $968.00 [Pelt Grant 08/26/5]  09M16/05 42002009 10/16/05 1282 1.00% 96800 | § 3400 | § =
| _ | $2 025.00 [Pell Crant 10M8/08] 1042506] 42072008 1208060 BB A00% $ 202500 | & 19152 ¢ =




](b)(6); (b)(7 $78.52 [Pall Grant 0727705 C6/1G/05] _ 4/2013008]  Dwg/ce 1310 100% 5 7Baz |8 2823
L (C) $399.10 |Pali Grant 011506]  02118/06 H20f2009 J3H8ING 1129 2.00% 5 399103 2469 | §
L | $545.00 |Palt Grant 02r24/06|  Q3/07i06 42072008 040848 1110 2 00% 54500 | % 33151 5%
|| 3528.35 |Pail Grant 12/29/05 12425/05 4{2{42005 Q1/28/06 1178 2.00% 52835 1 % 24 143
|| 2434.C0 [Pl Grart CAOFI06]  04/05/06 420/2009 O5/15%/08 1081 2.00% E 484 00 29,26 | §
|| $405.05 |Pall Grant 11/02/06 12101/05 4120/2009 12/31/05 1208 1.00% 3 405.05 | ¢ 13.52 | &
| | |l $1,034.77 |Pall Grant AF76|  O728/06 42042009 211406 952 4.00% 5 1,034.77 107.96 | §
| | 202.40 [Pall Grant O3f23/07|  D4/07i07 HZ20f2008 0522107 695 4 Q0% 202 49 15.50
[ ] 224.72 |Pall {3rant 04427/07 | Q8i02/07 4202009 UM 07 674 4. 00% 224.72 16.60
|| 707.00 |Palf Grant Q71307 | Q730007 412042009 0813197 585 4.00% 7O7.00 45 33
|| 1 $270.50 |Petl Grant D3/2307]  03/30/07 4f2002009 Q5114707 707 4.00% 270.50 20.89
] $1,350.00 |Pell Grart LB722106 12/06/06 412012009 D120:07 821 4.00% % 1.,350.00 | 3 121.48
| 574277 [Pall Grant 0613007 0BMAanT 202008 072807 632 4.00% 74277 5144 [ &
E| $1.991.25 |Pall Grant Q927106 12101106 412002009 0115157 526 4.00% 1.991.25 | 3 18025
L | $B32.85 |Pall Grant 01107 107 412002008 32/25/07 785 4.00% #32.95 7166
| $540.22 |Pell Grant QBAE/07| Q625107 Af202009 0B/0S/aT7 520 4.00% 540.22 3BT
$129.90 [Pel Grant 02/15Q7] 0242B/7 42002005 04112407 739 4.00% L 125.80 10.62 | &
| $1,101.60 |Psil Grant £6/01/07] 0810107 47202008 O7MeIn7 Bd4 4.00% 3 1,101.60 7175
|| 3427.22 |Pall Grant 03723/07 D4804:07 AF20f2000 0319107 oz 4.00% 437 22 32.87
- $21.32 |Pall Grant 03112407 G3r21/07 412072008 {51057 716 4 L0 21.32 1.87
L $67.22 [Pall Grant 05(31/06|  08/02/06 420£2008 QFI02/06 1023 4.00% 67.22 7 .04
| §89.32 [Pall Grant O7f27/108|  Q8/19/05 22008 08/118/05 1310 1.00% 94.32 3.56 | 4
| | $86.20 |Palt Grant 12/06/05]  06/21/05 42012009 O7i21/08 1004 4.00% B5.20 545 | &
|| 17.82 [Poil Grani £5/08/08]  05M2/06 420012008 DEM1/06 1044 2.00% 3 17.82 102 | §
- | 22 67 {Pall Grart 01/11/07 12621707 472012088 D2/04/08 441 5.00% E 22.67 1.37
L | 66.82 |Pall Grant O208/05f  02M1AI05 A20f2008 03r20/05 1482 1.C0% ) 66.52 2.73
L 25,15 1Pall Grant Q828106  07/05/06 412042009 0B/04/08 980 4.0% ] 2615 2 B4
|| 524 75 | Pall Grant 02104/08]  03/02/06 H202006 Q40106 1115 2.00% 3 2475 151 | 8
| F26.22 [Pel Grant 01/2B/05]  Q3/02/05 412012009 04431/05 1480 4.00% % 28.27 1.06
L $54.35 [Pull Grant 02/01/04] 0917104 A20f2000 10/17/04  1B4B 1.00% 3 5435 2.45
|| 35.20 |Pall Grant Q414/05]  D4/25/05 412012008 CE2G9/65 1422 1.00% a5.20 1.37
L 545.00 |Pell Grant 031105 OB2TIDS A2002009 LE/Z26/5 1304 1.00% 45.00 1.72
|| 30.60 |Psell Grant 0441805 CSM3i08 44202009 061205 1408 1.00% 30.60 114
L 56,97 {Pall Grant 111804 121004 412042008 0105905 1562 1.00% 56.57 244 | 5
|| 22.32 |Pall Grant 10/08/04 10122104 42042009 112104 1611 1.00% 22,32 089
b $55.17 [Pall Grant 12/12/05]  Q1/06/06 H22005 C2/05/06 1170 2.00% 5517 3.54
- $35.10 [Pall Grant UHosi04|  O7iat04 Af20/2009 DE/28/04 1655 1.00% 3510 1.63
L 4. 45 Pell Grant O5M1/08!  0S/268/06 4120f2008 05/25/06 1030 2.00% £ 4 45 025§
| | 3230 |Pell Grant 10/08/04  1D/22/04 41202009 112104 1651 1.00% 5 2.30 010 &
L .55 [Pall Grant OFi26/04]  CBIM3ing 4120020089 0912/04 1681 1.00% 3 4.55 021138
Tatal Returns Totals [2 314342 3
Tolal Campus-Based |3 - |
Totals By Pragrarm Intarest Breakdown
Pall Grant 56312.22 Pall Grant 314442 | §
FSEQG = FSEOG - $
Parkins | ¢ E Parkins e
ACG - AGCG -
BMART | & o SMART -
TEACH - TEACH B =
FSEQG-No Match = FEEOQG-Na Match - 3
Perkins-No Match § - Parkins-Mo Match 5 $




Appendix G — FedWire
Instructions



Institution:

City, State:

PRCN:

TIN:
DUNS:

Reviewer:

Accounting Document — Prior Year Monetary Recovery (AD-PYMR)

Franklin Career Institute

Hempstead, NY

640225454

113408254
042646963

Christopher Curry

Region:

New York

Section A - Use if no adjustments are being made in COD

Date:

6/3113

| Programs ' Type Amount . Fu_ﬁ__d_i‘ng Code | Object C_l_ass'f"
I Federal Pell Grant Principal | 1,162,238 3220RNOYR 69017
| (Closed AY) Interest 45,318 1435RNOYR 64020
"ACG Principal 3220RNOYR " 69017
o ) Interest _ | 1435RNOYR . 64020
National SMART Principal 3220RNOYR 69017
L Interest ~ 1435RNOYR 64020
[ FSEOG (No FISAP Principal | 300 3220RNOYR [ 69017
Corrections) | Interest 17 1435RNCYR 64020
FWS (No FISAP [ Principal | 1,283 | 3220RNOYR 69017
Corrections) Interest 54 “1435RNOYR | 64020
Direct Loan and [ Principal 4253XNOYR 53020 or 53010
Direct Loan EAL | Interest i 4253XNOYR 53040
FFEL and Interest/ [ 4251XNOYR 53020
FFEL EAL SA/EAL |
" Federal Perkins [ Principal | "2915RNOYR | 53054

Section B: Use if the Institution is instructed to make adjustments.in COD

Add rows if
necessary

Peil, ACG, SMART,
TEACH

_ Direct Loan (do

[ T Amount

Program/ ' Principal
Award :
Year i
Program:’" _Il'r'l-p"l-..lt‘éd

| Award Interest

i Year

| Award Principal

Year

Page 1 of 2

Version: November 2, 2012

G5 Program
L Award #*
3875FNOYR | 69020
1435RNOYR | 64020
3875FNOYR | 69020






