November 29, 2021

Mr. Paul Pastorek Sent via email to:
President and CEO paul.pastorek@uagc.edu
The University of Arizona Global Campus

180 South Arizona Avenue, Suite 301

Chandler, AZ 85225- 9606

Re: University of Arizona Global Campus
OPE ID: 00188100

Dear Mr. Pastorek:

I am writing on behalf of the U.S. Department of Education’s (“Department’s”) office of Federal
Student Aid (“FSA”), to notify Ashford University (“AU”) of its failure to comply with the
regulatory requirements for continued participation in the student financial assistance 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”) following a change in ownership, and in response to
inquiries relating to the submission of audited financial statements. This letter provides AU with
an opportunity to comply with those regulatory requirements as described below, and notifies
AU that continued failure to comply will lead to loss of eligibility.

In short, for the reasons described below, AU must provide a December 1, 2020 consolidated
Same Day Balance Sheet/Statement of Financial Position (“SDBS”) at the level of its sole
corporate member, which is also the entity that submitted two years of audited financial
statements for the purposes of its materially complete application to continue participating in the
Title IV, HEA programs under new ownership: University of Arizona Foundation (“UAF”).
Submission of a SDBS is required by 34 C.F.R. § 600.20(h)(3)(i), and it must be submitted in
accordance with FSA’s directions so that FSA can assess the institution’s financial strength
under its new ownership structure. If UAF continues to refuse to provide a consolidated SDBS,
then UAF’s audited financial statements cannot be considered to meet the requirements for the
new owner financial statements required under 34 C.F.R. § 600.20(g)(2)(iv), and AU will be
considered to have failed to submit a materially complete application and its eligibility ended on
December 1, 2020, the date of the change in ownership. However, the Department is offering
UAGC an opportunity to provide the 25% Letter of Credit applicable to new owners (“New
Owner LOC”) in lieu of submitting the consolidated SDBS.

AU underwent a change in ownership that resulted in a change in control (“CIO”) on December
1, 2020 (“the Transaction). The CIO was accomplished pursuant to the terms of an Asset
Purchase and Sale Agreement (“APSA”) dated August 1, 2020 between Zovio, Inc., a Delaware
corporation (“Zovio”) and Ashford University, LLC, a California limited liability company, on
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one hand, and the Arizona Board of Regents, a body corporate, for and on behalf of the
University of Arizona (“UofA”), and The University of Arizona Global Campus, an Arizona
nonprofit corporation (“UAGC”), on the other hand. In conjunction with the CIO, Ashford
University changed its name to University of Arizona Global Campus (for simplicity, the
institution is referred to herein as “AU”).

An institution that undergoes a CIO that results in a change of control ceases to qualify as an
eligible institution upon the change in ownership and control. 34 C.F.R. § 600.31(a)(1).
However, the Department may, under the provisions of 34 C.F.R. § 600.20(g) and (h), continue
the institution’s participation in the Title IV, HEA programs on a provisional basis, provided that
the institution submits, under the provisions of 34 C.F.R. § 600.20(g), a materially complete
application, no later than ten business days after the change occurs. 34 C.F.R. § 600.31(a)(2)(i).

AU first notified the Department of the proposed CIO/nonprofit conversion that it ultimately
consummated on December 1, 2020 through a conference call on July 30, 2020. AU then
requested an abbreviated pre-acquisition review of the Transaction and submitted an electronic
application (“E-App”) with supporting documents for the Department’s review on October 7,
2020. According to AU’s October 7, 2020 letter, UAGC would be the level 1 owner of AU, and
UAF, the sole member of UAGC, would be the level 2 owner. AU stated in the letter that it
understood the purpose of the abbreviated pre-acquisition review was to determine whether the
Department would require a New Owner LOC to be posted to meet the requirements of 34
C.F.R. § 600.20(g)(2)(iv) (two years of audited financial statements for institution’s new owner)
as part of a materially complete application.

AU’s supporting documents included audited financial statements of UAF for the fiscal years
ended (“FYE”) June 30, 2020 and June 30, 2019, which were prepared in accordance with
Generally Accepted Accounting Principles (“GAAP”) and audited in accordance with Generally
Accepted Government Auditing Standards (“GAGAS”). AU specifically requested that the
Department confirm that the UAF financial statements met the requirements of 34 C.F.R. §
600.20(g)(2)(iv) and that as a result the Department would not require a New Owner LOC. AU
stated that UAF was in a “strong financial position”, and that its 2020 audited financials
disclosed that it had over $22 million in unrestricted assets and over $1 billion in restricted
assets. However, AU closed the Transaction on December 1, 2020, without waiting for the
Department to complete the abbreviated pre-acquisition review.

AU submitted its E-App for approval of the institution’s continued participation in the Title IV,
HEA programs, and its request to convert to a nonprofit institution for purposes of its
participation in those programs, on December 1, 2020. On December 9, 2020, the Department
sent a letter to AU requesting additional and updated documents for the Department’s post-
closing review of both the CIO and the request for nonprofit status (“December 9" Letter”). The
December 9 Letter provided AU with a chart summarizing the status of the documentation
required in 34 C.F.R. § 600.20(g)(2) for a materially complete application so that a Temporary
Provisional Program Participation Agreement (“TPPPA”) could be issued. The letter also
advised AU of the documentation required to comply with 34 C.F.R. § 600.20(h)(3) for
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continuation of the TPPPA.! The December 9" Letter further informed AU that failure to submit
a materially complete application in accordance with 34 C.F.R. § 600.20(g)(2)(1) (no later than
10 business days after the CIO) would subject the institution to a loss of eligibility pursuant to 34
C.F.R. § 600.31(a) and 34 C.F.R. § 668.14(g)(1). To meet the requirements of 34 C.F.R. §
600.20(g)(2)(iv) (as noted in the chart), the Department requires that new owner audited
financial statements be submitted at the level of the entity at the highest unfractured level of new
ownership. The chart reflected AU’s submission of the audited financial statements of UAF for
FYE June 30, 2019 and June 30, 2020 to meet the requirements of 34 C.F.R. § 600.20(g)(2)(iv).
The December 9" Letter also informed AU that although UAGC was a newly created entity, no
25% New Owner LOC would be required because UAF (UAGC’s sole member) had provided
two fiscal years of audited financial statements. If the Department had not accepted UAF’s
financial statements to meet the requirements of a materially complete application, a 25% New
Owner LOC would have been required. The amount of that LOC would have been
$102,562,872.

The December 9™ Letter also advised AU that should the Department grant AU a TPPPA, the
TPPPA could be extended on a month-to-month basis only if, prior to the expiration date (the
last day of the month following the month in which the CIO occurred), AU submitted the
documentation required by 34 C.F.R. § 600.20(h)(3). The Department again provided AU with a
chart summarizing the status of all the documentation required in 34 C.F.R. § 600.20(h)(3), and
informed AU that failure to submit the required documents would subject the institution to
a loss of eligibility. 34 C.F.R. § 600.20(h)(3)(i) requires the submission of an audited SDBS as
of the date of the ownership change. In regard to this requirement, the Department directed AU
to: “Please submit the “same day” statement of financial position at the Level Two (UAF) for
December 1, 2020 via the eZ-Audit system. The Department will determine if other financial
statements will need to be submitted after it reviews the documents submitted in response to this
letter.”

The December 9" Letter (at footnote 2) further informed AU that it could take advantage of the
6-month extension of the deadlines set forth in 34 C.F.R. § 600.20(h)(3) for the continuation of
the TPPPA provided in the Department’s May 15, 2020 electronic announcement by providing
the Department with a copy of the engagement letter for preparation of the audited SDBS by the
deadline set forth in 34 C.F.R. § 600.20(h)(3). The Department informed AU that if it elected to
take advantage of the extension, AU would continue under the TPPPA until all required
materials were received and reviewed by the Department.

On December 18, 2020, and again on January 8, 2021, AU notified the Department that it was
availing itself of the extension of the deadline for submission of the SDBS. AU stated that it
would provide an engagement letter from the auditing firm that would issue the SDBS by the end

' The TPPPA was issued on January 11, 2021, and expired on January 31, 2021 in accordance with 34
C.F.R. § 600.20(h)(2)(iii). An institution’s TPPPA is extended on a month-to month-basis while a CIO is
evaluated so long as the institution submits the documentation required by 34 C.F.R. § 600.20(h)(3)(i) —

@iv).
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of January 2021. The Department countersigned AU’s TPPPA on January 11, 2021, which UAF
had signed as the owner and sole member of AU.

On January 29, 2021, AU sent the Department a letter in which it represented that it was
submitting a copy of an engagement letter with Ernst & Young to perform an audit of UAF’s
statement of financial position as of December 1, 2020. What AU actually submitted, however,
was a January 11, 2021 letter of engagement from Ernst & Young LLP to audit and issue a report
on the financial statements of UAF as of November 30, 2020, the day before the CIO
Transaction, and for the period from June 30, 2020 to November 30, 2020. AU also submitted a
January 28, 2021 letter of engagement from KPMG LLP to audit UAGC’s statement of financial
position as of December 1, 2020.

On May 12, 2021, AU submitted (via the Department’s eZ-audit system) financial statements for
UAF for FYE 2019 and 2020, as well as financial statements for UAF for July 1, 2020 through
November 30, 2020 (the day before the Transaction closed).? It also submitted a SDBS for
UAGC as of December 1, 2020 (the day of the Transaction closed). The Department’s screeners
rejected the UAGC SDBS because it did not comply with GAGAS. On June 16, 2021, AU
submitted a SDBS for UAGC (only) for December 1, 2020, and financial statements for July 1,
2020 to November 30, 2020 for UAF. To date, AU has not submitted the required consolidated
SBDS at the level of UAF as of December 1, 2020, as required in the December 9™ Letter. AU
therefore did not qualify for an extension of its TPPPA after the six-month extension of the
expiration date from January 31, 2021 to July 31, 2021. Accordingly, AU is subject to loss of
eligibility to participate in the Title IV, HEA programs effective August 1, 2021.

As set forth above, the Department did not require a 25% New Owner LOC to be posted because
UAF, as the sole member of UAGC, provided the two years of audited financial statements
required to satisfy 34 C.F.R. § 600.20(g)(2)(iv). However, AU now states that it is unable to
provide consolidated financial statements to comply with the annual audit submission
requirements set forth at 34 C.F.R. § 668.23, and it failed to submit a consolidated SDBS for
UAF to satisfy the requirements of 34 C.F.R. § 600.20(h)(3)(1).

Specifically, in an October 26, 2021 email, Stephanie Cowsert, AU’s Vice President for
Financial Aid and Military Policy & Compliance, told the Department that “for financial
reporting purposes, UAGC cannot be consolidated with UAF, as it does not meet the
consolidation criteria in Accounting Standards Codification (ASC) 810, Consolidations, of the
Financial Accounting Standards Board (FASB).”* The Department has not found anything in

2 When AU submitted the UAF July 1 — November 30, 2020 financial statements it identified them as a
SDBS.

3 The email further explains that “[i]n preparing its annual financial statements for submission to the State
of Arizona Office of the Auditor General, UofA determined that while UAGC has a contractual affiliation
with the UofA, it does not meet the definition of a component unit, in accordance with the requirements
under the Government Accounting Standards Board (GASB). As such, UAGC'’s financial statements
cannot be consolidated with the financial statements of UofA.” However, the Department never
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ASC 810 that would preclude consolidation under the circumstances presented here - where
UAF audited financial statements were submitted for purposes of compliance with 34 C.F.R. §
600.20(g)(2)(iv) to demonstrate financial strength under the new ownership.

In its October 7, 2020 request for the abbreviated pre-acquisition review, AU explained that
UofA would not be financially responsible for the debts and liabilities of UAGC. Accordingly,
the Department did not require the financial statements to be submitted at the level of UofA for
compliance with 34 C.F.R. § 600.20(g)(2)(iv). Rather, and as explained above, because AU
represented in its October 7, 2020 letter that UAF is financially sound and would be responsible
for the debts of UAGC, the Department accepted UAF’s financial statements to satisfy 34 C.F.R.
§ 600.20(g)(2)(iv) (requirement that new owner submit two years of audited financial
statements). In its December 9™ Letter, the Department specified that the SDBS required to
satisfy the requirement of 34 C.F.R. § 600.20(h)(3)(i) would be the consolidated statement of
financial condition of UAF as of December 1, 2020. AU has not submitted the required SDBS.

AU has tried to have it both ways. It submitted UAF’s financial statements to meet the
requirements of a materially complete application to avoid a 25% New Owner LOC. But instead
of a consolidated SDBS at the level of UAF, it submitted the SDBS for UAGC and financial
statements through November 30th for UAF. And it proposes to submit future annual statements
on a combined basis for UAGC and UAF (rather than on a consolidated basis at the level of
UAF). If UAF cannot or will not submit a consolidated SDBS at the level of UAF, UAF’s
audited financial statements cannot be considered for the purpose of meeting the requirements of
34 C.F.R. § 600.20(g)(2)(iv). As aresult, AU failed to submit a materially complete application
and its eligibility ended on December 1, 2020, the date of the CIO. However, the Department
will give UAGC an opportunity to provide the 25% New Owner LOC in lieu of submitting the
SDBS on a consolidated basis.

Immediate action required of AU:

AU must comply with the following requirements within the stated deadlines. If it fails to do so,
AU will lose Title IV eligibility:

Within 10 business days of the date of this letter (by December 13, 2021), AU must:

1. Submit an engagement letter from an auditor that will provide the required audited
consolidated SDBS at the level of UAF, as previously requested by FSA; or

2. Notify the Department that it will post a 25% New Owner LOC in lieu of submitting
the consolidated SDBS. The Department will provide further instructions upon the
notification.

requested that UAGC’s financial statements be consolidated with UofA. Rather, the Department’s
requirement was for AU’s Level 2 owner, UAF, to provide consolidated financial statements and a
consolidated SDBS that includes UAGC as of the date of the CIO.
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Within 45 calendar days of the date of this letter (by January 13, 2022):
1. Submit the required audited consolidated SDBS; or
2. Submit the 25% New Owner LOC in the amount of $102,562,872.*

AU’s failure to comply with these requirements in this timeframe, will result in the following
actions:

e AU will immediately be placed on Stop Pay, precluding access to any further Title IV,
HEA program funds; and
e FSA will subsequently process a loss of eligibility.

Future submissions:

Audited financial statements must be submitted on a consolidated basis with UAF. However, if
the New Owner LOC is posted, AU may submit financial statements at the level of UAGC.

Please contact Jane Eldred at Jane.Eldred@ed.gov if you have any questions regarding the
content of this notice.

Sincerely,

Michael Frola
Division Chief
Multi-Regional and Foreign Schools Participation Division

Enclosures:
e Request for Information — Post-Acquisition Review of the Change in Ownership —
Ashford University, OPE ID 00188100 — letter issued December 9, 2020
e Temporary Provisional Program Participation Agreement, Effective January 11, 2021

4 The 25% New Owner LOC must be issued by a financial institution insured by the Federal Deposit
Insurance Corporation (“FDIC”). The expiration date of the 25% New Owner LOC must be no earlier
than 10 months following the end of the first full fiscal year following the date of the closing of the
Transaction. Once AU submits and the Department accepts and approves audited financial statements
that cover one complete fiscal year under the new ownership, along with an acceptable compliance audit,
the Department may determine that the 25% New Owner LOC can be reduced to an irrevocable 10% New
Owner LOC, under the same funding guidelines. If the 25% New Owner LOC is reduced to 10%, the
reduced New Owner LOC will remain in effect at least until AU submits and the Department accepts and
approves a second full fiscal year of audited financial statements under its new ownership. The expiration
date of the 10% New Owner LOC must be no earlier than 10 months following the end of the second full
fiscal year of the institution following the date of the closing of the Transaction.
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cc: AZ State Board for Private Postsecondary Education (via email at kevin.lamountain(@azppse.gov)
CA Bureau for Private Postsecondary Education (via email at
deborah.cochrane(@dca.ca.gov)
Western Association of Schools and Colleges - Sr. Colleges & Universities (via email at
jstudley@wscuc.org)
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December 9, 2020

Dr. Craig D. Swenson, President Sent via email to: craig.swenson@ashford.edu
The University of Arizona Global Campus

8620 Spectrum Blvd.

San Diego, CA 92123

Re: Request for Information - Post-Acquisition Review of the Change in Ownership
- Ashford University, OPE ID 00188100

Dear Dr. Swenson:

On July 30, 2020, the U.S. Department of Education’s (“Department”) was notified via a
conference call of a proposed change in ownership (“CIO”) transaction between the The
University of Arizona and Zovio, Inc. (“Zovio”) whereby Zovio would sell Ashford University
(“AU”) to a newly formed non-profit entity named The University of Arizona Global Campus
(“UAGC”) (“the Transaction”). On October 7, 2020, AU submitted an E-App along with many
supporting documents for the CIO and AU’s requested change in status to a nonprofit
institution. The Department has been advised that the Transaction closed on December 1,
2020. In conjunction with the closing of the Transaction, AU has changed its name to “The
University of Arizona Global Campus” (“UA Global”). However, for the sake of simplicity, the
institution will be referred to in the body of this letter as “AU.”

On December 1, 2020, AU filed its CIO electronic application (“E-App”) for approval of AU’s
continued participation in programs authorized by Title IV of the Higher Education Act of
1965, as amended, 20 U.S.C. §§ 1070 et seq (“Title IV, HEA programs”) and its request to
convert to a nonprofit institution for purposes of its participation in those programs. I am
writing to request additional and updated documents and information for the Department’s
post-closing review of AU’s CIO and request for nonprofit status.

On November 13, 2020, AU provided a chart that detailed the pre-Transaction and post-
Transaction ownership structures (“Ownership Structures”):

Federal StudentAid | o sovers
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Pre-Transaction

Ownership| Ashford University ("AU”) State and Date of | Type of Percent

OPE ID 00188100 Organization/ Entity Owned
Incorporation

Level 1 Ashford University, LLC California - LLC 100%
(“AU LLC") December 13,2013

Level 2 Zovio, Inc. (formerly Delaware - Publicly Traded | 100%
known as Bridgepoint May 21, 1999 Corporation
Education, Inc.)

Post-Transaction

Ownership| AU changed its name State and Date of | Type of Percent
to University of Arizona Global Organization/ Entity Owned
Campus (The) (“UA Global”) | Incorporation
OPE ID 00188100

Level 1 The University of Arizona Arizona - Nonprofit 100%
Global Campus (“UAGC”) July 29, 2020 Corporation

Level 2 University of Arizona Arizona - Nonprofit 100%
Foundation (“UAF”) June 12,1958 Corporation

The CIO was accomplished pursuant to the terms of an Asset Purchase and Sale Agreement
(“APSA”) dated August 1, 2020 between Zovio and AU LLC on one hand, and the Arizona
Board of Regents, for and on behalf of the University of Arizona, and UAGC on the other
hand. AU is now owned by UAGC, whose sole member is UAF. As noted above, both UAGC
and UAF are organized as Arizona nonprofit corporations. UAF was granted tax exempt
status by the Internal Revenue Service in April 1962.

L. UNINTERRUPTED PARTICIPATION IN THE TITLE IV PROGRAMS PRIOR TO
EXECUTION OF THE PROVISIONAL PROGRAM PARTICIPATION AGREEMENT

A. Requirements within 10 business days following the CIO

When a CIO occurs, the Department may continue an institution’s participation on a
provisional basis if the institution submits a “materially complete application” that is
received by the Department no later than 10 business days after the date the change
occurred. See 34 C.F.R.§ 600.20(g). If a materially complete application is submitted, the
Department may consider offering the institution a Temporary Program Participation
Agreement (“TPPPA”), pending the Department’s review of the institution’s participation in
Title IV, HEA programs following the CIO. If the institution’s continued participation is
approved after review of the institution’s submitted application, the Department and the
institution will enter into a new Provisional Program Participation Agreement (“PPPA”),
under terms or conditions as determined by the Department.
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The items that are required for a materially complete application are set forth in 34 C.F.R. §
600.20(g)(2). In the event an institution does not timely comply with the requirements of 34
C.F.R.§ 600.20(g)(2)(i)(no later than 10 business days after a CIO has occurred), the
institution will be subject to a loss of eligibility pursuant to 34 C.F.R. § 600.31(a) and 34
C.F.R. §668.14(g)(1).

AU submitted its E-App for CIO and change to nonprofit status on December 1, 2020. The
charts below provide information on the documentation that should be submitted to the
Department for its post-closing review. The references in these charts to “new owner” and
“former owner” are directed to any natural persons or entities within the new and former
ownership chain with at least a 25% interest in any member/shareholder/partner of any
owner. Without limiting the foregoing, the references to “new owner” include UAGC, UAF
and the references to “former owner” include AU LLC and Zovio/Bridgepoint. The status of
AU’s compliance with the regulatory requirements for a materially complete application is
set forth in the chart immediately below!:

Requirements Status

1 Complete E-App for Approval to On October 5, 2020, the existing E-App
Participate in the Federal Student Aid was updated to reflect the proposed
programs. transaction. On December 1, 2020, the

application was updated to reflect that
the Transaction had closed.

2 In accordance with 34 C.F.R. § On October 7, 2020, the Department
600.20(g)(2)(i), a copy of the institution’s | received a letter dated March 9, 2020
state license or equivalent documentation | from the Bureau of Private Postsecondary
that: Education, renewing AU’s approval to
operate in the State of California until
a) was in effect on the day before the CIO; | April 30, 2025.

and

b) authorized or will authorize the Please have the State of California
institution to provide a program of confirm there has been no change in
postsecondary education in the state in status.

which it is physically located.
If any updated documentation has been
provided by the State of California, please
provide it.

Please provide the required
documentation of authorization from
the State of Arizona.

1 The Department has numbered each of the document requests sequentially to facilitate the
institution’s response.
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3 In accordance with 34 C.F.R. §
600.20(g)(2)(ii), a copy of the accrediting
agency approval that:

a) was in effect on the day before the CIO
and granted the institution’s accreditation
status; and

b) includes approval of the non-degree
programs it offers.

On October 7, 2020, the Department
received a letter dated July 31, 2019 from
the WASC Senior College and University
Commission (“WSCUC"), verifying that
AU has completed the WSCUC
Institutional Review Process and its
accreditation has been reaffirmed by the
Commission for six years. AU’s next
reaffirmation review is scheduled with
the Offsite Review in fall 2024 and the
Accreditation Visit in spring 2025.

Please have WSCUC confirm that there
has been no change in status.

4 In accordance with 34 C.F.R. §
600.20(g)(2)(iii), audited financial
statements of the institution’s two most
recently completed fiscal years that are
prepared and audited in accordance with
the requirements of 34 C.F.R. § 668.23(d),
including audited financial statements
prepared on an accrual basis in
accordance with generally accepted
accounting principles (“GAAP”) and
audited by an independent auditor in
accordance with generally accepted
government auditing standards
(“GAGAS”).

The institution’s financials should be
submitted at the highest level of 100%
ownership under the former owner that
will remain following the CIO. If the CIO is
a sale of the institution’s assets alone, and
if separate institution financials are not
available, financials for the former Level 1
owner may be submitted.

NOTE:

e Regardless of the timing of the
closing of the Transaction, the
institution must submit its
financial statements for the most

AU has historically submitted audited
financial statements at the Zovio level.
Those financial statements do not meet
the requirements of a materially
complete application.

Accordingly, please submit audited
financial statements for AU for FYE
December 31, 2018 and FYE December 31,
2019 (these may be submitted at the AU
LLC level). The Department will determine
if other financial statements will need to
be submitted after it reviews the
documents submitted in response to this
letter.
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recently completed fiscal year end
to meet the requirements of a
materially complete application
even if the financial statements are
not yet required to be submitted in
accordance with 34 C.F.R. §
668.23(a)(4).

NOTE:

In accordance with 34 C.F.R. §
600.20(g)(2)(iv), a new owner is
required to submit audited
financial statements of its two most
recently completed fiscal years that
are prepared and audited in
accordance with the requirements
of 34 C.F.R. § 668.23(d), including
statements in accordance with
GAAP and audited by an
independent auditor in accordance
with GAGAS.

Except when otherwise determined
by the Department to assess
financial risk, the Department
generally requires the submission
of the financial statements for the
entity at the highest unfractured
level of new ownership.

Regardless of the timing of the
closing of the Transaction, the new
owner must submit its financial
statements for the most recently
completed fiscal year end to meet
the requirements of a materially
complete application.

[f the institution currently has a
letter of credit (“LOC”) on file, and
the LOC has been posted on behalf
of the institution and affiliated
institution(s), please identify all
affiliated institutions.

The Department has received the audited
financial statements of UAF for FYE June
30, 2019 and FYE June 30, 2020. Those
statements are subject to further review
for compliance with 34 C.F.R. §
600.20(g)(2)(iv). The Department will
determine if other financial statements
will need to be submitted after it reviews
the documents submitted in response to
this letter.

B.N/A
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B. Continuation of the TPPPA

In accordance with 34 C.F.R. § 600.20(h)(2)(iii), a TPPPA expires on the last day of the
month following the month in which the CIO occurred. At the Department’s discretion, the
TPPPA may be extended on a month-to-month basis only if, prior to the expiration date, an
institution submits the documentation required by 34 C.F.R. § 600.20(h)(3). If the
institution fails to submit these documents, it will be subject to a loss of eligibility. AU’s
compliance with these requirements is set forth below:

Requirements Status?

6 A “same day” statement of financial position

showing the financial position of the
institution, as of the date of the ownership
change, that is prepared in accordance with

Please submit the “same day”
statement of financial position at
the Level Two (UAF) for December
1, 2020 via the eZ-Audit system.

GAAP and audited in accordance with GAGAS.
The Department will determine if
other financial statements will
need to be submitted after it
reviews the documents submitted
in response to this letter.

7 Approval of the CIO from the state in which the
institution is located by the state agency that
authorizes the institution to legally provide
postsecondary education in that state and
nonprofit authorization for all states in which
the institution is located.

Please submit the approval of the
CIO from all states in which the
institution is located.

On November 25, 2020, the
Department received a letter
dated November 11, 2020 from
WSCUC approving the CIO.
WSCUC placed several conditions
on AU as a condition of approving
the CIO. Please notify the
Department when these conditions
have been satisfied.

8 Approval of the CIO and approval of the change
to nonprofit status from the institution’s
accrediting agency.

Z Depending on when a transaction closes, the deadlines set forth in 34 C.F.R. § 600.20(h)(3) for the
continuation of the TPPPA might be affected by the guidance that can be found at
https://ifap.ed.gov/electronic-announcements/051520UPDATEDGuidancelnterruptStudyRelCOVID19May2020. For
institutions that want to take advantage of the extension provided by the electronic announcement, please
provide the Department with a copy of the engagement letter for preparation of the audited same-day
statement of financial position by the deadline set forth in 34 C.F.R. § 600.20(h)(3). By that same deadline, an
institution should also submit confirmation from its state authorization and accrediting agencies that the
applications for approval of the CIO have been submitted and accepted for future action. Any institution that
elects to take advantage of the extension shall continue under the TPPPA until all required materials are
received and reviewed by the Department.



https://ifap.ed.gov/electronic-announcements/051520UPDATEDGuidanceInterruptStudyRelCOVID19May2020
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9

In accordance with the requirement under 34
C.F.R. § 668.14(b)(15), the institution must
submit a copy of its Default Management Plan
or confirmation that the institution will use the
default management plan recommended by the

Secretary of Education.

AU has confirmed on the E-App
that it will use the Default
Management plan recommended
by the Secretary.

To the extent the above items have not already been provided, if the institution fails to
provide them by the stated expiration date of the TPPPA, the TPPPA will expire on that date,
without further notice.

C. Additional Documents and Information Required for Department’s Review

In addition to the foregoing documents, AU must also submit the following documents and
information (or requested confirmations) for the Department to complete its review of AU’s
continued participation in Title IV, HEA programs following its CIO and request for
recognition of nonprofit status. The requested documents and confirmations must be
submitted within 30 days of the date of this letter:

chart showing the ownership structure
both before and after the Transaction,
including any interim steps. Include both
entity owners/interest holders and
natural persons. Each entity in the
ownership/interest holding structure
should be identified by its legal name, type
of entity, with the state of organization or
incorporation and the date of organization
or incorporation for each. As a part of,
and at the bottom of each structure, please

Requirements Status
10 A. A copy of the final agreement A. On October 7, 2020, the Department
(executed version) by which the received the draft of the Asset
CIO was consummated, including Purchase and Sale Agreement.
all schedules, appendices and
exhibits, and any related Please submit the final executed version
documents or agreements; and and redline any changes from the
version of the agreement previously
submitted.
B. A copy of the closing index for the | B. Please submit.
Transaction.
11 | An ownership/interest holding structure | On October 7, 2020, the Department

received the Organization Structure.

Please provide an updated chart to
include all of the information requested
here (as applicable).
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identify the OPE ID number of any
institution involved in the Transaction;
the highest level owner/interest holder
should be shown at the top of the
structure, with the Level 1 owner/interest
holder at the bottom of the structure just
above the name and OPE ID of the
institution. Indicate the percentage of
interest for each higher level person or
entity to its lower level entity on the line
connecting the higher level person or
entity to its lower level entity (or the
institution).

. For any statutory mergers or
changes of status (e.g., profit to nonprofit,
corporation to limited liability company),
please identify those steps in separate
charts, with the state law authority for
each step, noting the date for each change
that occurred.

. If an entity in the structure
changed names, include the date of the
name change and include the new name in
subsequent charts.

. For any limited partnership,
identify the limited partners and the
general partners.

. Identify the
members/shareholders/partners of any
entity with at least a 25% voting or
economic interest in any entity.

. Identify all natural persons
(together with his or her family members
(See 34 C.F.R. § 600.21(f)) with at least a
25% voting or economic interest in any
member/shareholder/partner of any
entity.

. Identify voting interests and
economic interests.






The University of Arizona Global Campus
OPE ID 00188100
Page 9 of 17

. Include any other participating
institution which is owned directly or
indirectly by any person or entity even if
the ownership interest is less than 25% in
the institution or in the other participating
institution.

NOTE: for nonprofit entities, please
indicate nonprofit status along with entity
information.

12 | A campus structure chart before and after | Please submit or state not applicable.
the Transaction if the new owner has Please advise the Department if AU
plans to reorganize the campus structure | intends to relocate its administrative
or close any main locations or additional offices from California.
locations in the first year after the
Transaction. Please include the campus
structure chart even if restructuring or
closure plans are tentative or if the details
are not finalized. If there are no current
plans under discussion to reorganize
campus alignments or to close any main
locations or additional locations within
one year of the Transaction, please
confirm in the narrative response to this
letter.

13 | Ifthe institution has plans to change Please submit.
programs in the first 24 months following
the Transaction, please provide a detailed | Ifthere are no current plans to make
list of all such plans by campus, including | program changes within 24 months of
plans to modify, add, or eliminate the Transaction, please confirm.
programs.

14. | A copy of all servicing or consulting On October 7, 2020, the Department
agreements (transition servicing, master | received the draft of the Strategic
servicing, etc.) including any schedules, Services Agreement.
appendices and exhibits, and any related
agreements. Please submit the final executed version

and redline any changes from the
version of the agreement previously
submitted.

Please submit any other applicable
agreements.

15. | Confirm that neither the former owner or | Please confirm or identify the

their family members (see 34 C.F.R. §
600.21(f)) have any relationship with the

relationships.
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institution or its new owner. Otherwise,
identify the relationships.

16.

A. To the extent not covered in other
requests, a copy of any
agreement(s) between the
institution (and/or their first and
second level owners), and/or any
former owner, officer, or director
(or any related person or entity).

e Agreements include, but are not
limited to: consulting,
employment, leasing, marketing,
and management services
agreements; and

¢ Include agreements with family
members (see 34 C.F.R. §
600.21(f)) of the persons or
entities described above.

B. If any related-party contracts (as
defined above in 16.A) currently
exist, please provide a financial
statement for the corresponding
contracting party; and

C. Ifany related parties (as defined in
16.A) have a current receivable
and/or liability due to or from
another [tem 16.A party, please
provide a financial statement
which identifies that receivable
and/or liability.

A. Please confirm or provide the related
agreements or arrangements.

B. Please submit.

C. Please submit.

17.

A. All agreements and documents
relating to acquisition and
operational financing, including
but not limited to anticipated
line(s) of credit for the first two
fiscal years of operations under the
new ownership;

B. Alist of all lenders identified in the
documents responsive to 17.A.,

A.On April 12, 2019, the Department
received the draft of the Promissory
Note and Loan Agreement.

Please submit for December 1, 2020
transaction the final executed version of
any promissory note and loan
agreement.

B-D. Please submit any updates or
confirm that no updates are needed.
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along with their respective interest
percentages of the financing;

C. For any non-bank lender with at
least a 10% stake in the acquisition
or operational financing, identify
the
members/shareholders/partners
(identify as general or limited),
including the identity of all natural
persons (together with his or her
family members (see 34 C.F.R. §
600.21(f)) with at least a 25%
ownership interest in any
member/shareholder/ partner
within the ownership chain of the
lender; and

D. Confirm that no employees,
officers, shareholders, members,
partners, and/or board
members/trustees of the parties to
the Transaction or the institution,
or their family members (see 34
C.F.R. § 600.21(f)) have any
relationship with any of the
lenders (including those with less
than a 10% interest). Otherwise,
identify the relationships.

institution or any institution directly or
indirectly owned by the new owner that
were closed within the most recent 5-year

18 | Alist of post-transaction board members On December 1, 2020, the Department
for the institution, for the new owner and | received a list of proposed post-
for any other entities in the structure. Transaction board members for AU.

Please submit for UAGC and UAF.

19 | Alist of all known open investigations for | On April 12, 2019, the Department
the institution or any institution directly received AU’s Narrative in response to
or indirectly owned by the new owner, this inquiry.

(including but not limited to local, state,
federal, foreign, and accrediting agency), Please provide any applicable updates.
identifying the agency or agencies
involved, and the purpose of the
investigation.
20 | Alist of all investigations for the On April 12, 2019, the Department

received AU’s Narrative in response to
this inquiry.
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period, including the purpose of the
investigation, the disposition of the
investigation, including a copy of any
settlement agreement or other
documentation closing the investigation.

Please provide any applicable updates.

and compliance audits pursuant to 34
C.F.R. § 668.175(d)(2)(iii).

[f the institution has been determined not
to be financially responsible solely
because its composite score is in the range
of 1.0 to 1.4 and that institution
participates under the zone alternative set
forth in 34 C.F.R. § 668.175(d), or if the
institution participates under the

21 | A copy of the preliminary and final report | On April 12, 2019, the Department
of all site reviews conducted by the received this documentation in
licensing authority within the most recent | response to this inquiry.
5-year period. Include any reports for
reviews closed within the most recent 5- | Please provide any applicable updates.
year period. In addition, indicate any
planned site reviews scheduled for the
future.

22 | Copies of any adverse action notices On April 12, 2019, the Department
issued by the institution’s accreditation received documentation in response to
agency within the past twelve 12 months. | this inquiry.

Please provide any applicable updates.

23 | Copies of any adverse action notices On April 12, 2019, the Department
issued within the past twelve (12) months | received documentation in response to
by the accreditation agency of any this inquiry, but the Transaction (and
institution directly or indirectly owned by | new owner) have changed.
the new owner.

Please respond or confirm n/a.

24 | An organization chart listing all executive | Please submit.
employees of the institution by job title.
Please also include the name of each
employee involved in the administration
of Title IV and the employee’s job title.

25 | After the consummation of the Please confirm.
transaction, the institution must submit a
change in fiscal year to match the new
owner(s)’ year end.

26 | Early submission of financial statements This issue will be evaluated once AU

submits its FY 2019 audited financial
statements and compliance audit.
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provisional certification alternative set
forth in 34 C.F.R. § 668.175(f) for the
reasons set forth in 34 C.F.R. §
668.175(f)(1)(i) (including for a composite
score under 1.0), or for the reason set
forthin 34 C.F.R. §

668.175(f)(1)(ii) (condition of past
performance), the Department may
require the institution to submit its most
recently completed fiscal year-end
financial statements and compliance audit
early.

If the Department requires such early
submission, the financial statements and
compliance audit must be submitted
within 60 days of the date of this letter, or
within the time specified under 34 C.F.R. §
668.23(a)(4), whichever date is earlier.

Additional Information Related to Requested
Change to Nonprofit Status (to be submitted at
the same time as items 6-26)

27 | Final IRS determination of tax-exempt On October 7, 2020, the Department
status and any correspondence with the received the final IRS determination
IRS related thereto, including all of tax-exempt status for UAF.
subsequent correspondence related to the
status. Please submit the final IRS
determination of tax-exempt status for
UAGC.
28 | Final state nonprofit authorization for all Please submit.
states in which the institution is located,
and any correspondence with the state
related thereto, including all subsequent
correspondence related to the status.
29 | Board minutes and/or resolutions On April 12, 2019, the Department

approving the transaction (former owner
and new owner).

received the draft Board Resolution
approving the transaction, but that
pertained to a different transaction.

Please submit the executed board
minutes and/or resolutions that
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pertain to the December 1, 2020

Transaction.
30 | The new owner’s current bylaws and any Please submit.
previous versions of the bylaws that were
in effect in the last 5 years for the new
owner.
31 | A copy of the institution’s and/or new Please submit.

owner’s conflict of interest policy as it
applies to all board members and
employees.

32 | IRS Form 990’s for the new owner (and all | Please submit.
subsidiaries) for the past five tax years (or
for such shorter period of 501(c)(3)

status).

33 e Any valuations prepared for the On April 12, 2019, the Department
Transaction, whether received this documentation, but that
commissioned by the former documentation pertained to a
owner or the new owner. different transaction.

e Any studies, reports, valuations or
reviews of any servicing Please submit documentation that

agreements if they are entered into | pertains to the December 1, 2020
with the former owner or a person | Transaction or confirm that no such
or entity affiliated with the former | valuations were prepared.

owner or the new owner.

The Department may also request additional documents as necessary to complete its
review.

Please provide a cover letter responding to all of the above categories to indicate
whether or not documents are being produced and to provide a narrative response
where appropriate. Please organize the responsive documents in folders that
correspond to the numbers in this letter (01, 02, etc.), naming each folder in
accordance with the following examples:

02 - State licenses
03 - Accrediting agency approvals

Please label each folder and document with a descriptive name using the fewest number of
characters possible.

NOTE: Sometimes the Department receives Freedom of Information Act (“FOIA”) requests
regarding transactions it reviews. Before a document is released under FOIA, the
Department reviews it to determine if any portion of the document may be exempt under 5
U.S.C. § 552(b). The Department is required to make an independent determination of each
exemption, including to determine if any of the documents are within the scope of the
exemption set forth in 5 U.S.C. § 552(b)(4) (“Exemption 4”). Exemption 4 protects matters
that are “trade secrets and commercial or financial information obtained from a person and
privileged or confidential,” as construed under governing federal law.
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When you submit the documents, please identify (but do not redact) any business
information that you believe to be exempt from disclosure under Exemption 4. In addition,
please provide a detailed written statement specifying all grounds under Exemption 4 for
denying access to the information, or any portion thereof - this statement does not need to
be submitted by the deadline for the documents, but please submit it no later than 14
days after you submit the documents required by this letter. Please note that your
designations of exempt material are not binding on the Department. A blanket designation
on each page of a submission that all information contained on the page is protected from
disclosure under Exemption 4 presumptively will not be considered a good faith effort. 34
C.F.R.§5.11(c)(3).

Also, if there is personally identifiable information (“PII”) in the submission, please redact
all PII contained in the documents that is not necessary for the Department’s review of the
transaction. Any such redactions should read “PII Redacted”. PII is any sensitive or
confidential information about an individual (some examples are social security number,
date, and place of birth). The loss of PII can result in substantial harm, embarrassment, and
inconvenience to individuals and may lead to identity theft or other fraudulent use of the
information. Names and signatures of all parties to the transaction and their agents,
including officers, authorized representatives or board members should not be redacted.

PLEASE DO NOT SEND PAPER COPIES OF DOCUMENTS. The documents can be
submitted via email to Shein.Dossa@ed.gov if the attachments are less than 20 megabytes
per email.

If the attachments are 20 megabytes or larger, please break the documents down into files
smaller than 20 megabytes in size and send via separate emails.

A manifest must be included with document submission that lists the types of files being
sent (a copy of the manifest must be retained by the sender).

IL. CONDITIONS FOLLOWING THE CIO

Although AU originally requested a pre-acquisition review of the Transaction,? it closed the
Transaction without waiting for the pre-acquisition review to be completed. Typically, the
Department notifies the institution in the pre-acquisition determination letter# of the
additional conditions that will be included in the institution’s PPPA (or the TPPPA) in
addition to the standard conditions for provisional certification (see Section B - “Special
Requirements” for provisional certification following a CIO). When additional conditions
are identified in a pre-acquisition determination letter, they are based on the Department’s
review of the materials provided to it during the pre-acquisition review and its historical
knowledge of the institution and/or its new owner. Even if additional conditions are not
identified in the pre-acquisition determination letter, conditions may be added, or identified

3 The Department conducted pre-acquisition reviews of two different transactions that AU had proposed
previously.

4 For an abbreviated pre-acquisition review, the notification of conditions is limited to whether an LOC will be
required to satisfy the requirements of a materially complete application.
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conditions may be modified in the TPPPA and/or the PPPA, as a result of the Department’s
review of a transaction following the closing of the transaction. The Department imposes
conditions to ameliorate financial, operational, and administrative capability risks. The
Department needs to review the documents requested by this letter to determine what
additional conditions, if any, will be included in the PPPA in addition to the standard
conditions (Special Requirements) described below.

A. Letter of Credit Determination - No Letter of Credit - Required to Meet
Requirements of a Materially Complete Application

As noted above, UAGC (Level One New Owner) is a newly created entity; however, its
parent, UAF (Level Two New Owner) has provided two fiscal years of audited financial
statements. Therefore, no 25% LOC will be required to meet the requirements of a
materially complete application under 34 C.F.R. § 600.20(g)(2)(iv).

Each submission of audited financial statements will be evaluated and if the submission fails
the financial responsibility standards or it is determined that AU is not administratively
capable, a separate financial responsibility LOC would be required, or any existing financial
responsibility LOC will need to be increased (“Financial Responsibility LOC”). Although AU
has not yet submitted its FY 2019 audited financial statement and compliance audits, the
Department has reviewed Zovio’s 10K for FY 2019. It appears that AU’s composite score
will fail for FY 2019. If it does, the Department will impose a Financial Responsibility LOC,
as well as other protective measures.

When a LOC is required to satisfy the requirements of a materially complete application, the
institution is also subject to growth restrictions. Although the Department has determined
that no LOC is required to meet the requirements of a materially complete application, the
Department’s final review of the Transaction will determine whether there are other
reasons for imposing a growth restriction as a condition of continued participation,
including a restriction on program changes, or adding new programs or locations not
already approved by the Department and included in AU’s Eligibility and Certification
Approval Report. Such a restriction would remain in place at least until AU has completed
an approved fiscal year of AU’s uninterrupted Title IV, HEA programs participation under its
new ownership.

B. Special Requirements for Substantial Changes Made During Term of
Provisional Certification

Following the submission of a materially complete application, AU may continue to
participate in Title IV, HEA programs on a temporary provisional status. Any institution
provisionally certified must apply for and receive approval by the Secretary for expansion
or of any substantial change (as hereinafter identified) before it may award, disburse, or
distribute Title IV, HEA funds based on the substantial change. Substantial changes
generally include, but are not limited to: (a) establishment of an additional location; (b)
increase in the level of academic offering beyond those listed in the institution's Eligibility
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and Certification Approval Report (ECAR); or (c) addition of any educational program
(including degree, nondegree, or short-term training programs).

If AU applies for the Secretary's approval of a substantial change, AU must demonstrate that
it has the financial and administrative resources necessary to assure AU’s continued
compliance with the standards of financial responsibility (34 C.F.R. § 668.15 and 34 C.F.R.
Part 668, Subpart L) and administrative capability (34 C.F.R. § 668.16).

Notice to the Department and Materially Complete Application. The CIO closed on
December 1, 2020. AU must complete all requirements for submission of a materially
complete application within 10 business days of the CIO.

Since AU has already submitted its electronic application, please send all documentation
requested in this letter to Shein Dossa at Shein.Dossa@ed.gov and Jane Eldred at
Jane.Eldred@ed.gov.

Further, the Department has not yet issued a decision on AU’s request for recognition as a
nonprofit institution. As such, the Department does not take a position with respect to AU’s
501(c)(3) tax exempt status with the IRS. However, AU (and all related parties) must
refrain from identifying AU as a “nonprofit institution” in any advertising, publications, or
other notifications. Use of the term “nonprofit” may be potentially confusing to students
and the public, who may interpret the use of “nonprofit” to mean that the Department has
granted AU nonprofit status under its regulations. The Department does not take a position
regarding statements that UAF or UAGC may make about their IRS status as a 501(c)(3) tax
exempt organization(s).

If you have any questions, please contact Jane Eldred, at Jane.Eldred@ed.gov or (646) 428-
3753.

Sincerely,
W% Frsle

Michael Frola
Division Chief

cc: Vickie Schray, EVP & Chief External Affairs Officer, sent via e-mail to:
Vickie.Schray@Zovio.com
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necessary to ensure proper and efficient administration of funds received from the Secretary or from
students under the Title IV, HEA programs, together with assurances that the institution will
provide, upon request and in a timelv manner. information relating to the administrative capability

(1) A guaranty agency, as defined in 34 C.F.R. Part 682, that guarantees loans made under the
Federal Stafford Loan and Federal PLUS programs for attendance at the institution or any of the
institution's branch campuses or other locations;

(iit) The nationally recognized accrediting agency that accredits or preaccredits the institution or any
of the institution's branch campuses, other locations, or educational programs;

v T 7 that lyautt i theinst _tion and any branch campus >tt - location
of the institution to provide postsecondary education; and

(v) In the case of a public postsecondary vocational educational institution that is approved by a
State agency recognized for the approval of public postsecondary vocational education, that State
agency;

(5) It will comply with the provisions of 34 C.F.R. § 668.15 relating to factors of financial
responsibility;

(6) It will comply with the provisions of 34 C.F.R. § 668.16 relating to standards of administrative
capability;

(7) It will submit reports to the Secretary and, in the case of an institution participating in the
Federal Stafford Loan, . .deral PLUS, or the Federal Perkins Loan Program, to holders of loans
made to the institution's students under that program at such times and containing such information
as the Secretary may reasonably require to carry out the purpose of the Title TV, HEA programs;

(8) It will not provide any statement to any student or certification to any lender in the case of an
FFEL Program loan, or origination record to t1  Secretary in the case of a Direct Loan Program loan
that qualifies the student or parent for a loan or loans in excess of the amount that the student or
parent is eligible to borrow in accordance with sections 425(a), 428(a)(2), 428(b)(1 XA) and (B),
428B, 428H and 455(a) of the HEA,;

(9) It will comply with the requirements of Subpart D of this patt concerning institutional and
financial assistance information for students and prospective students;

(10) In the case of an institution that advertises job placement rates as a means of attracting students
to enroll in the institution, it will make available to prospective students, at or before the time that
those students apply for enrollment--

(i) The most recent available data concerning employment statistics, graduation statistics, and any
other information necessary to substantiate the truthfulness of the advertisements; and

(i1) Relevant State licensing requirements of the State in which the institution is located for any job
for which an educational program offered by the institution is designed to prepare those prospective
students;

(11) In the case of an institution participating in the FFEL Program, the institution will inform all
eligible borrowers, as defined in 34 C.F.R. Part 682, enrolled in the institution about the availability
and eligibility of those b wers for State grant assistance from the State in which the institution is
located, and will inform borrowers from another State of the source of further information
concerning State grant assistance from that State;

(12) It will provide the certifications described in paragraph (c) of this section;

(13) In the case of an institution whose students receive financial assistance pursuant to section
484(d) of the HEA, the institution will make available to those students a pr~~am proven successful
n as...tir  students in obtaining the recognized equivalent of a high school wiploma;

(14) It will not deny any form of Federal fin cial aid to any eligible student solely on the grounds
that the student is participating in a program of study abroad approved for credit by the institution;

(15) (i) Except as provided under paragraph (b)(15)(ii) of this section, the institution will use a

htips:/feligcert.ed.gov/eapp/owalppa_doc?ope=0018618id=58641 6/18
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(3) Any available drug counseling, rehabilitation, and employee assistance programs; and

"1 The penalt ithatmay! imposed upon aploy for drug abu violations occurring in
the wor‘ace;
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(d) Notifying the employee in the statement required by paragraph (a) that, as a condition of
employment under the grant, the employee will -

(1) Abide by the terms of the statement, and

(2) Notify the employer in writing if he or she is convicted for a violation of a criminal drug
statute occurring in the workplace no more than five calendar days after such conviction;

(e) Notifying the agency, in writing, within 10 calendar days after receiving notice under this
subparagraph (d}(2) from an employee or otherwise receiving actual notice of such conviction.
Employers of convicted employees must provide notice, including position title, to: Director,
Grants and Contracts Service, U.S. Department of Education, 400 Maryland Avenue, S.W.,
Washington, DC 20202. Notice shall include the identification number(s) of each affected grant;

(f) Taking one of the following actions, within 30 calendar days of receiving notice under
subparagraph (d)(2), with respect to any employee who is so convicted -

(1) Taking appropriate personnel action against such an employee, up to and including
termination, consistent with the requirements of the Rehabilitation Act of 1972, as amended;
or

(2) Requiring such employee to participate satisfactorily in a drug abuse assistance or
rehabilitation program approved for such purposes by a Federal, State, or local heaith, law
enforcement, or other appropriate agency;

(g) Making a good faith effort to continue to maintain a drug-free workplace through
implementation of paragraphs (a), (b), (c), (d), (e), and (f).

2b. Drug-Free Workplace (Grantees Who Are Individuals)

As required by the Drug-Free Workplace Act of 1988, and implemented at 34 C.F.R. Part 84,
Subpart C, for recipients who are individuals, as defined at 34 C.F.R. Part 84, § 84.300 -

1. As a condition of the grant, the Institution certifies that it will not engage in the unlawful
manufacture, distribution, dispensing, possession, or use of a controlled substance in conducting
any activity related to the award; and

2. If any officer or owner of the Institution is convicted of a criminal drug offense resulting from a
violation occurring during the conduct of any award activity, the Institution will report the
conviction, in writing, within 10 calendar days of the conviction, to: Director, Grants and
Contracts Service, U.S. Department of Education, 400 Maryland Avenue, S.W., Washington, DC
20202. Notice shall include the identification number(s) of each affected grant.

3. Debarment, Suspension, and Other Responsibility Matters

As required by Executive Order 12549, Debarment and Suspension, and implemented at 2 C.F.R.
Part 180, for prospective participants in primary covered transactions as defined at ~ C.F.R. Part
180, §§ 180.200 and 180.210, the Institution certifies that it and its principals (per 2 C.F.R. §
180.335):

(a) + . _stpresently debarred, suspended, << sed for debarment, voluntarily exclude * or
disqualified;
(b) Have not within a three-year period preceding this application been convicted of or had a civil

judgment rendered against them for commission of fraud or a criminal offense in connection
with obtaining, attempting to obtain, or performing a public or private agreen 1t or transaction;

https:/feligcert.ed.gov/eapp/owalppa_doc?ope=001881&id=58641
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violation of Federal or State antitrust statutes, including those proscribing price fixing between
competitors, allocation of customers between competitors, and bid rigging; commission of
embezzlement, theft, forgery, bribery, falsification or destruction of records. making false

ce;

that seriously and directly affects their present responsibility.

(c) Are not presently indicted for or otherwise criminally or civilly charged by a governmental
entity (Federal, State, or local) with commission of any of the offenses enumerated in paragraph
(b) of this certification; and

(d) Have not within a three-year period preceding this application had one or more public
transactions (Federal, State, or local) terminated for cause or default.

4. Drug and Alcohol Abuse Prevention

As required by the Drug-Free Schools and Communities Act Amendments of 1989, which added
section 1213 to the Higher Education Act, and implemented at 34 C.F.R. Part 86, the undersigned
Institution certifies that it has adopted and implemented a drug prevention program for its students
and employees that, at a minimum, includes--

1. The annual distribution in writing to each employee, and to each student who is taking one or
more classes for any kind of academic credit except for continuing education units, regardless of
the length of the student's program of study, of:

* Standards of conduct that clearly prohibit, at a minimum, the unlawful possession, use, or
distribution of illicit drugs and alcohol by students and employees on its property or as part
of any of its activities.

¢ A description of the applicable legal sanctions under local, State or Federal law for the
unlawful possession or distribution of illicit drugs and alcohol.

* A description of the health risks associated with the use of illicit drugs and the abuse of
alcohol.

* A description of any drug or alcohol counseling, treatment, or rehabilitation or re-entry
programs that are available to employees or students.

* A clear staternent that the Institution will impose disciplinary sanctions on students and
emplo} : (consistent with local, State and Federal law), and a description of tt e
sanctions, up to and including expulsion or termination of employment and referral for
prosecution, for violation of the standards of conduct. A disciplinary sanction may include
the completion of an appropriate rehabilitation program.

2. A biennial review by the Institution of its program to:

 Determine its effectiveness and implement changes to the program if they are needed.
* Ensure that its disciplinary sanctions are consistently enforced.
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Y —.iclus --Lower Tier Covered ..ansactions," without modification, in all lower tier
covered transactions and in all solicitations for lower tier covered transactions.

7. A participant in a covered transaction may rely upon a certification of a prospective participant in
a lower fier cavered trancaction that js not debarred, su=~2nded, dis~nlified, or voluntar’-
Ceaol, W, i8S .. .. J0WS At vud CEI.____a__ Tl .. EITONEOUS. A
participant may decide the method and frequency by which it determines the eligibility of its
principals. Each participant may, but is not required to, check the Nonprocurement List.

8. Nothing contained in the foregoing shall be construed to require establishment of a system of
records in order to render in good faith the certification required by this clause. The knowledge
and information of a participant is not required to exceed that which is normally possessed by a
prudent person in the ordinary course of business dealings.

9. Except for transactions authorized under paragraph 5 of these instructions, if a participant in a
covered transaction knowingly enters into a lower tier covered transaction with a person who is
suspended, debarred, disqualified, or voluntarily excluded from participation in this transaction,
in addition to other remedies available to the Federal Government, the department or agency with
which this transaction originated may pursue available remedies, including suspension and/or
debarment.

NOTE: A completed copy of the "Certification Regarding Debarment, Suspension, Disqualification
and Voluntary Exclusion--Lower Tier Covered Transactions" form must be retained by the
Institution. The original blank certification must be returned with the PPA.
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