MEMORANDUM

Date: February 11,2022

To:

U.S. Department of Education

From: Jessica Ranucci and Johnson Tyler, Negotiators for Legal Assistance Organizations That

Re:

Represent Consumers

Issue Paper 1 — Ability to Benefit

We appreciate that the Department is seeking to establish minimum standards and certification
procedures for eligible career pathway programs (“ECP Programs”) offered by institutions to
students who lack a high school diploma or equivalent. In order to ensure that these students are
protected from false certification abuses and are offered high-quality programs that provide the
training necessary to succeed in specific in-demand occupations, we propose the following
modifications to the Department’s most recent proposal.

1)

2)

3)

Require Training from Adult Education Providers that Offer Valid High School
Diplomas or GEDs: To avoid the fraudulent use of bogus high schools, we propose
that the Secretary require that the component of an ECP Program that must enable an
ATB student to obtain a high school diploma or equivalent be provided by a public
secondary school, a regionally accredited secondary school, or an adult education and
literacy provider eligible under 34 CFR §463.1, or a secondary school recognized as
providing a valid high school diploma or its equivalent by the state or a public school
district in which the student resides. These requirements should apply to all three
eligibility processes provided for in proposed 34 C.F.R. § 668.32.

ECP Program Must Be an Integrated Education and Training Program: In order to
ensure that students receive targeted, high-quality training that will lead to an in-
demand occupation, as intended by Congress, we support the February 1, 2022
proposal of David Socolow to limit ATB eligibility to programs that provide
coordinated Workforce and Innovation and Opportunity Act of 2014 (WIOA) Title 11
and Higher Education Act (HEA) Title IV Partnership coursework within an
Integrated Education and Training (IET) program. These requirements should apply
to all three eligibility processes in proposed 34 C.F.R. § 668.32.

Same ECP Program Requirements Should Apply Regardless of Approval Process:
Proposed § 668.1157(b) should be clarified to state that the Department shall apply
the standards in § 668.157(a) to verify the eligibility of ECP Programs that do not
enroll students through a state-approved process.
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Introduction

From the 1980s through July 1, 2012, many for-profit institutions engaged in aggressive schemes
to falsely certify the ability-to-benefit (ATB) of thousands of students without high school
diplomas in order to maximize Title IV revenues. The Department has extensive evidence of
common fraudulent schemes, including (1) faking ATB test results; (2) providing test answers to
students; and (3) permitting students to retake a test multiple times until they pass.' After July 1,
2012, when Congress repealed the ATB eligibility provision, many institutions found fraudulent
means to continue to falsely certify these students. They often (1) stated on students’ electronic
FAFSAs, without their knowledge, that the students had a high school diploma or GED when in
fact they did not or (2) facilitated the provision of invalid high school diplomas while falsely
representing that these diplomas were valid to both the government and the students.?

The ATB provision was reenacted in modified form as of July 1, 2014. It includes a new
requirement that ATB students be concurrently enrolled in narrowly defined ECP Programs.
Despite the well-documented history demonstrating the for-profit institutions’ ability to adapt
their fraudulent ATB schemes to changing legal requirements, the Department has allowed
institutions to offer ECP Programs with no oversight or minimum standards for over seven years.
As a result, legal aid organizations are starting to see for-profit college abuses.

A legal aid client in Los Angeles, Ernesto Alvarez,® never finished high school or earned a GED.
Starting when he was 29 years old, Mr. Alvarez attempted on two separate occasions, in 2011
and 2014, to earn his high school diploma through adult education programs offered by the
public school district. He dropped out of both programs because the classes were too difficult.

In 2016, Mr. Alvarez searched online for an education program that could lead to a new career
and better life for himself and his family. He came across an advertisement for a for-profit
college chain and entered his contact information. Almost immediately, he began receiving calls
from the college and eventually visited the campus.

'In 2017, for example, the Department agreed to group false certification discharges for as many as 36,000 students
who attended the Wilfred Academy of Hair and Beauty Culture and Robert Fiance between 1986 and 1994, based on
ATB abuses. Patricia Cohen & Emily Rueb, U.S. To Help Remove Debt Burden for Student Defrauded by For-
Profit Chain, NEW YORK TIMES (Aug. 9, 2017).

2In 2016, for example, the Department cut off financial aid to 23 campuses of the Marinello Schools of Beauty after
determining that the school had engaged in a scheme to procure invalid high school diplomas for students who were
otherwise ineligible for federal financial aid. Samantha Masunaga & Chris Kirkham, Marinello Schools of Beauty
abruptly shut down after federal allegations, LOS ANGELES TIMES (Feb. 5,2016). As another example, in 2015, the
Department of Justice indicted the owners of FastTrain College in Miami for allegedly obtaining federal financial
aid by misrepresenting to the government that 1,300 students were high school graduates. See Second Superseding
Indictment, U.S. v. Amor, U.S. Dist. Ct., S. Dist. of Fla., Case No. 14-20750-CR-LENARD (Sept. 29, 2015).

3 This name has been changed to protect the privacy of the borrower.



https://www.nytimes.com/2017/08/09/business/wilfred-student-debt.html
https://www.nytimes.com/2017/08/09/business/wilfred-student-debt.html
https://www.latimes.com/business/la-fi-marinello-closing-20160205-story.html
https://www.latimes.com/business/la-fi-marinello-closing-20160205-story.html
https://www.republicreport.org/wp-content/uploads/2015/10/amor-2d-superceding-indictment.pdf
https://www.republicreport.org/wp-content/uploads/2015/10/amor-2d-superceding-indictment.pdf
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During the campus tour, the recruiter pitched an 8-month dental assistant program. Mr. Alvarez
told the recruiter that he was worried about his ability to successfully complete such a program.
He explained his impression that only “smart people” could be dental assistants. He also shared
that he did not have a high school diploma and had dropped out of two adult diploma programs
because they were too difficult for him. The recruiter and at least four other college staff assured
Mr. Alvarez that he was smart enough to succeed in the dental assistant program. Mr. Alvarez
felt like these recruiters, and their school, understood his needs and was impressed with the
dental facilities, the promises of hands-on training and lab time, and the promises that he would
have no problem getting a job as a registered dental assistant upon graduating. After he took an
ATB exam, which the college told him he passed, he enrolled immediately. He was happy and
proud because he had finally made it to college.

The college enrolled Mr. Alvarez in an ECP Program. The school required him to successfully
complete an online GED program offered by a separate busines, called C4L Academy, while
attending dental assistant classes. The college provided a room of computers where he and other
ECP Program students could drop in at any time, login to the GED program, and work through
19 different modules. They were required to pass a final test once a week for each module,
before moving onto the next one. Because the online sessions were limited to one hour, Mr.
Alvarez never had enough time to finish the computer assignments, which he often could not
understand. Neither the college nor C4L Academy offered him much content-based assistance
with his GED program. Instead, one college employee was responsible for making sure that the
ECP Program students signed in at the GED computer room and offered assistance when she
could. Because this employee was overwhelmed by the number of students she had to attend to,
she rarely helped Mr. Alvarez. Although he met occasionally with an advisor, the advisor
focused on his attendance, punctuality, and the modules he still needed to complete in order to
graduate, rather than on helping him learn from and successfully complete his online modules.

Although Mr. Alvarez was told that he had failed some modules, Mr. Alvarez passed his GED
classes according to a transcript for the GED program.* Despite this, neither the college nor C4L
Academy gave him a GED or high school diploma.

Although Mr. Alvarez found the dental assisting classes extremely difficult, he graduated. Mr.
Alvarez then discovered that the dental assistant program did not in fact qualify him to be a
registered dental assistance, which requires 15-months of dental assistant work to establish
eligibility to take the registration exam. Despite this, he submitted over 20 applications for
dental assistant positions at dental offices. Although he was hired for three trial period jobs, all
three fired him because he lacked the skills necessary for the job. Other than this, Mr. Alvarez
has never worked as a dental assistant. Mr. Alvarez is unemployed and struggling to pay down
his student loan debt, which amounts to over $16,000 in federal student loans and a $3,100
private student loan.

4 A copy of the C4L Academy transcript for Mr. Alvarez, along with a disclosure regarding the ECP Program from
the college, is attached hereto as Exhibit A.
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1. Require Training from Adult Education Providers that Offer Valid High School Diplomas or
GEDs:

According to public records, including from the California Department of Education, C4L
Academy is a for-profit sole proprietorship established in 2015. It is not accredited by a regional
accrediting agency recognized by the U.S. Department of Education. Because it is not regionally
accredited, it is unclear whether C4L Academy diplomas are recognized as valid by public
school districts or colleges.

In order to protect vulnerable ATB students from fraud and ensure that their investments in ECP
Programs will pay off for themselves and taxpayers, it is incumbent on the Department to ensure
that top-notch educational entities provide the high school diploma or GED component of ECP
Programs. Colleges with ECP Programs should be required to partner with an entity that has a
demonstrated and successful history of (1) evaluating and providing basic skills and literacy
training to adults; (2) teaching adult students the skills and knowledge expected of high school
graduates; and (3) awarding adult students valid high school diplomas or an equivalent.

Unfortunately, most states do not license or otherwise determine which high schools or adult
programs provide valid high school diplomas. For the purpose of evaluating whether a college
properly certified a student’s eligibility for financial aid, however, the Department applied a
policy for determining the validity of a high school diploma. This policy could serve equally well
here, with some modifications.

In a Final Program Review Determination from 2015 regarding the closed for-profit college
ICDC, the Department determined that high school diplomas from an online school called
Century High School were invalid for the purpose of establishing financial aid eligibility. Based
on this determination, the Department ordered the college to return the Title IV funds paid on
behalf of students with Century High School diplomas who did not pass ATB tests. It stated:

With respect to a determination that a high school diploma is considered valid, the
Department relies on a state’s authority in this regard. In the absence of a state’s
determination that a high school is legitimate, we rely on a local education
agency’s determination. The State of California is silent on whether specific
private high schools are recognized or provide recognized high school credentials.
Therefore, the Department, in this case, relies on the Los Angeles Unified School
District (LAUSD), in its capacity as the local education agency, to determine
whether a high school credential is legitimate. With respect to Century High
School (and other select schools), the LAUSD has determined the school does
‘not meet the standard of equivalency to a recognized high school diploma . ...
(from LAUSD website). . . . ICDC either knew or should have known that
Century High School diplomas are not valid high school credentials and failed to
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live up to its fiduciary duty to assure that only eligible students received Title IV
assistance.’

We propose that the language proposed by the Department for 34 C.F.R. § 668.2(b)(6) be
modified as follows to include similar requirements for ECP Programs:

§ 668.2 General definitions.

(b) Eligible career pathway program: A program that combines rigorous
and high-quality education training and other services that —

(6) Provides training by a secondary school or adult education and literacy
provider eligible under 34 C.F.R. § 463.1 that Eenables

an individual to attain a secondary school diploma or its recognized
equivalent, and at least one recognized postsecondary credential;. For the
purposes of this section, the secondary school or other entity providing the
training for a secondary school diploma or its recognized equivalent must
be a public secondary school, a private secondary school with regional
accreditation, an adult education and literacy provider eligible under 34
C.F.R. § 463.1, or a secondary school recognized as providing valid high
school diplomas or their equivalent by the state or the public school
district where the student resides. The entity offering the training must
have a demonstrated record of providing high school diplomas or a
recognized equivalent to students not enrolled in eligible career pathway

programs.

A similar change should be made to the Department’s proposal in 34 C.F.R. § 668.157(a)(6).
This section, as currently drafted, refers to 34 C.F.R. § 668.16(v) for a definition of a valid high
school diploma. There is, however, no 34 C.F.R. § 668.16(v). We therefore propose the
following amendment:

§ 668.157(6) Eligible Career Pathway Program.

(a) An institution demonstrates to the Secretary that a student is enrolled in an
eligible career pathway program, as required under 668.156(a)(3) of this part, by

5 See pp. 5-6 of the Final Program Review Determination, attached hereto as Exhibit B. Unfortunately, we are not
able to provide a more legible copy, as this is what was received from the Department in response to a FOIA
request.
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documenting a partnership between adult education and a postsecondary
institution providing that:

(6) The program is designed to lead to a valid high school diploma or its

equivalent as defined in § 668.2+6(+-of this-part-eritsrecognized-equivalent.

2. ECP Program Must Be an Integrated Education and Training Program

The ECP Program described in the example above was not the kind of program that Congress
intended for ATB students. As described in David Socolow’s proposal memo, Congress intended
ECP Programs to be narrowly construed as intensive, hands-on IET programs designed to
provide adult education and literacy activities together with workforce preparation and training
for very specific occupations, along with other workforce preparation activities that are often the
first step on low-wage, low literacy workers’ career pathways.

It is unlikely the college above did research that led to a determination that the dental care
industry in California or the regional economy was in need of, and unable to find, sufficient
numbers of skilled dental assistants.® While the college provided some counseling, it did not
provide the counseling most needed by Mr. Alvarez — tutoring to help him master his on-line
high school and dental assistant classes and counseling to help him achieve his career goals.’
Neither the dental assistant program, nor the GED program offered by C4L Academy, were
“organize[d] . . . to meet the particular needs of [Mr. Alvarez] in a manner that accelerates the
educational and career advancement”® of Mr. Alvarez. Mr. Alvarez received no special tutoring.
Neither the college nor 4CL Academy evaluated his literacy or potential learning challenges in
order to craft a specialized joint high school diploma and dental assisting program that would
allow him to succeed in his programs and as a dental assistant. Indeed, Mr. Alvarez’s C4L
transcript lists courses such as “Introduction to Literature,” “World History and Geography,”
“Earth and Space Science,” and “Physical Education” — none of which addressed Mr. Alvarez’s
history of difficulty understanding adult high school diploma courses or helped him to attain the
basic high school knowledge necessary to successfully stay in a dental assisting job.’

High-quality IET programs help adult learners without a high school diploma or equivalency
gain college credits and improve basic skills through dual enrollment that allows them to achieve
gains faster than if they separately enroll in traditional adult education programs and title IV-
eligible postsecondary education.

620 U.S.C. § 1091(d)(2)(A).
720 U.S.C. § 1091(d)(2)(C).
820 U.S.C. § 1091(d)(2)(E).
9 See Exhibit A.
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IET is a service approach that provides adult education and literacy activities
concurrently and contextually with workforce preparation activities and
workforce training for a specific occupation or occupational cluster for the
purpose of educational and career advancement (34 CFR §463.35). An IET
program must include the following three components: adult education and
literacy activities, workforce preparation activities, and workforce training
(§463.36). In addition, as part of a career pathway (§463.37), the design of an IET
program should support the local and state workforce development board plans as
required under the Workforce Innovation and Opportunity Act (WIOA).!°

The Department of Education’s Institute for Education Science (IES) What Works
Clearinghouse (WWC) confirmed IET as an evidence-based practice with gold standard research
in three random control trial studies that meet the WWC criteria. This analysis documented
impacts for tens of thousands of students in nine states, with positive effects on industry-
recognized credential, certificate, or license completion, and short-term employment gains. !

As noted in a Department-sponsored publication,

[c]entral to a successful IET is [adult education] AE programs’ development of
well-defined partnerships with service providers who can assist in delivering
required IET program services. Successful IET programs also have explicit
processes for determining adult learners’ skills, interests, and abilities and for
matching those learners to technical training that aligns with their skills, interests,
and abilities. Successful programs also connect adult learners with professional
development and technical assistance. The OCTAE-supported Integrated
Education and Training Program Design Toolkit provides guidance on all phases
of IET program planning, design, implementation, and evaluation. '

3. Same ECP Program Requirements Should Apply Regardless of Approval Process

As currently drafted, the Department’s proposed language is not clear about what ECP Program
documentation an institution must submit in order to certify ATB student eligibility under the
non-state alternative processes (§§ 668.32(b)(2), (5)). Proposed § 668.157(a) states, “An
institution demonstrates to the Secretary that a student is enrolled in an [ECP Program], as
required under § 668.156(a)(3) of this part, by documenting that . . ..” (emph. added). §
668.156(a)(3) applies only to ECP Programs that enroll ATB students through a state process.

0ys. Dep’t of Educ., Office of Career, Tech. and Adult Educ., “Integrated Education and Training (IET) Guide.”
" Inst. of Educ. Sciences, Nat’l Center for Educ. Evaluation, What Works Clearinghouse, Designing and Delivering
Career Pathways at Community College: A Practice Guide for Educators (Mar. 2021).

25A Alamprese. & I-F. Cheng, Compendium of innovative practices: Adult education bridge programs and
integrated education and training (IET) programs (Dec. 2020). See also U.S. Dep’t of Educ. Office of Career,
Tech., and Adult Educ., “Integrated Education and Training Design Toolkit” (Oct. 2021).



https://lincs.ed.gov/sites/default/files/IET_checklist508FINAL_0.pdf
https://ies.ed.gov/ncee/wwc/Docs/PracticeGuide/WWC-PraxGuide-Career-Pathways-full-text-Final-508.pdf
https://ies.ed.gov/ncee/wwc/Docs/PracticeGuide/WWC-PraxGuide-Career-Pathways-full-text-Final-508.pdf
https://www.abtassociates.com/insights/publications/report/compendium-of-innovative-practices-adult-education-bridge-programs-and
https://www.abtassociates.com/insights/publications/report/compendium-of-innovative-practices-adult-education-bridge-programs-and
https://lincs.ed.gov/sites/default/files/2021-07/IET_Toolkit_Compressed_508.pdf
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Proposed § 668.157(b), on the other hand, applies to ECP Programs that do not enroll ATB
students through a state process. The Department, however, does not state that these ECP
Programs must also document the criteria specified in § 668.157(a).

We hope that the Department intended that the documentation requirements of § 668.157(a)
apply to all ECP Programs, regardless of whether they enroll ATB students through a state or
federal process. All ECP Programs should be subject to the same minimum federal requirements
to avoid confusion caused by different documentation requirements and standards. In addition,
all ATB students (who have no say in whether their financial aid eligibility is certified through a
state or federal process) should be protected from low-quality ECP Programs by the same
minimum requirements.

We therefore propose the following amendment to § 668.157(b):

§ 668.157 Eligible Career Pathway Program.

(b) For eligible career pathway programs that do not enroll students through a
State process as defined in § 668.156 of this part, the Department will verify the
eligibility of eligible career pathway programs pursuant to subsection (a) of this
section for title IV, HEA program purposes. The Secretary provides an institution
with the opportunity to appeal any adverse eligibility decision.




Exhibit A
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G718 2am
Ms. Anna Berger. President
International Career Development Center Cerified Mail
5422 Sunset Boulevard Return Receipt Requested
Hollvwood, CA 90027 #7007 D710 0001 056D 1171
Rl:  Final Program Keview Determination

OPE D 03393300
PRON: 200840926738

Fear WMy, Bereer:

The LS. Pepartment of Education’s {Depariment’si School Participation Team  San
Francisco/Seattle issucd o program review report on December 18. 2000 covering Intemational
Career Development Center (1C1C) = administration of programs authorized pursuant 1 Title
IV uf the Higher Fducation Act of 1965, s amended, 20 US.C. §§ 1070 et seq. {Title [V. HEA
proprams), for the 2006-2007 and 2007-2008 award years, [C1Xs inal respotise was reccived
on July 78. 2010, A copy of the program review report (and related attachments) and [CDCs
response are attached. Any supporting documentation submitted with the response is being
retained by the Department and is available for inspection by ICDC upon request. Additionally,
1his Final Program Review Determination i FFRTY), related attachments, and any supporting
documentation may be subjeet o release under the Freedom of Information Act (FOLA) and van
be provided to other oversight entities after this FPRD s 1ssued.

Purpose:

Fina) determinatiuns have been made conwerning all of the cutstanding findings of the program
Teview report. 1he purpose of this letter is to: (1) identity liabilities resalting from the findings of
this program review repor. (23 provide instructions for payiment of said Labilities 1o the
Department, {3 notily the institution of its right 1o appeal, and (4} close the review.

The tota] ligbitities due from the institution from this program review are $7.872.73. This final
propram review determination contains detailed information about the liabihity delermination tor
all findings.

L8 Dreparbient of ducation, Federal $tudent Add. Schosl Pariopation | zam - San Frinc oo Seattle
a0 Heale Street. Suite 95001 San Francsee, UA 31151863
wwvw FederalStudem Aid.ed.guy

FEDERAL STUDLNT Al FSTART HERE GO FURTHER.




International Career Developmen Center
OPE 117 03395300

PRON: 200840926718

Page 2 of £

Prutection of Personally dentifiable Intormution (PIT):

PIT is any information about an individual which can be used to distinguish or trace an
individual's identity {some cxanples are name, social security nuraber. date and place of hirth).
The lass of P11 can result in substantial harm. embarrassinent, and inconvenience w individuals and
may lead to identity thelt or other fraudulent use of the information. T o protect PIL the findings in
the attached report do not contain any student PIL [nstead, each finding references studeunts only
by a student numbur created by Federal Student Ald. The student numbers were asslpned in
Appendix A. Student Sample. The appendix was encrypted and sent separately to the instilation
vig ¢ mail.

Appeal Procedures:

“This constitutes the Department s final program review determination with respect 1o the
liahilitics identified from the December 18, 2009 program review report. 10 T1CTIC wishes to
appeal to the Secretary for a review of monetary liabilities established hy the final program
review determination, the institution must file a written request for an administrative heariny,
The Department must receive the request no later than 43 days from the date JCDC receives thiy
final program review determination. An original and four copies of the information ICDC
submits must be attached to the request. The request for an appeal must be sent 1o

Ms. Mary E. Gust, Director

Administrative Actions and Appeals Division
LS. Department of Fducation

Federal Student Aid/PC/SEC

830 First Street, WE - UZCP3. Room 8472
Washington, D 20002-8019

1CDC s appeal request must:

{1} Indicate the findings. wssues and facts being disputed;

(2 State the institution”s position, together with pertinent facts and reasons supporting its
posIlion:

{3+ Include all documentation it believes the Depariment shoufd consider in support of
the appeal. Any documents relattve W the appeal that include PLE data inust be redacted
cxcept the student’s name and last four digits of his £ her sociat sceurity number { pleasc
see the attached document, “Protection of Persomally ldentiNable Information,”™ for
instructions on huw to mail “hard copy” records containing P11 and

{4} Include a copy ol the final propram review determination. The program review
contral namber {(FRONY must also accompany the request for revicw,



Intemationa: Career Dove.opment Center
CHPE 13395300

PRON: 200840926758

Puge 5ol ¢

1f the appeal reguest 1s complete and umels, the Department will schedule an administrative
hearing 1n accordance with § 487(b3(21 of the HEAL 20 LLB.CL§ 1994001 21 The procedures
followed with respeet to ICDC s appeal will pe these provided in 34 CF.R. Part 668, Subpart H.

Record Retention:

Program records Teigting 1o the period covered by the program review mus. be retained until the
later of resoiution of the loans. claims o expenditures questioned ir ke program review; or the
end of the retention period otherwise applicabie w the record under 34 C.F.R. §§ 608.24(el(1,
{e)2), and (e)3).

The Departmer.: expresses its appreciation o7 the courtesy and cooseration extended during te
review, If the tasitation has any guestions regarding this Jeuter, please comact Rick Allen.
Program Review Specialist at (415 486-3601. Questions relaling to any appeal of the final
program review determiination should ne direeted o the address noted in the Appeal Procedures
section of this lener,

Sincerely,

b)(6)

{artinz Ferrandez-Rosario
Area Case Drrzctor

Enciosures:

Protection of Personally Identifiabie [rfomation
Final Program Review Determination

Program Review Report

1CDC Response 10 tie Program Review Repor:
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PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

Personally ldentifiable Information (P11 being subinitted to the Department must be protected. PU
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).

P11 being submitted electronically or on media (e.z., CD-ROM, floppy disk, DV must be
encrypted. The data must be submitied in a zip file encrypted with Advaneed Lneryption Standard
(ALS) encryption {236-bit is preferred). The Department uses WinZip. However, files created with
other encryption software are also accepiable, provided that they are compatible with WinZip
Version .07 and are encrypted with AES cnerypiion. Zipped files using WinZip must be saved as
Legacy compression (71p 2.0 compatible).

The Department must receive an access password 1o view the encrypted information. The password
must be e-mailed separatcly from the encrypled data. The password must be 12 characters in length
and use three of the following: upper case letter. lower case letier, number, special character. A
manifest most be included with ihe e-mail that lists the Lypes ol (iles being sent (a copy of the
mamfest must be retained by the sender).

Hard copy files and media containing PI1 must be:

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

- douhle packaged in packaging that iz 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 inciuded in the inner package that lists the types of files in
the shipment {a copy ol the manifest must be retained by the sender).

P17 data cannot be sent via fax.
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Prepared by:

LS. Department of Educztivn

Federal Student Aid

School Participation Tcam — San Francisco/Seattle

Final Program Review Determination

SO Beabe Street. Suite 9800 San Franciseu, CA 941051863
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A Institutional Information

International Career Development Center

5422 Sunsct Bowlevard

Los Angeles, CA 90027-5704

Type: Proprietary

Highest Level of Offering: Non-Degree 1 Year

Acerediting Agency: Accrediling Commission of Career Schools and Colicges
Current Student Enroliment: Approximately 1300 {2007-2008)

i of Students Receiving Title Iv: 91%  {2007-2008)

Title IV Participation (Soutce: Postsecondary Fducation Participants Systeml:

2006-2007 2007-20G08
Federal Pell Grant (FPell) §4.520.177 53,122,540
Federal Supplemental Educational
Opportunity Grant (FSEOG) b ] $ 271401
Federal Family Fducation Loan (FTLL)  S7.168,573 $8.873.418
Default Rate FELL: 2T Hee
2006 3%

2005 4%
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B. Scope of Review

The L.5. Depariment of Iducation (e Department] conducted a proyrac, roview at
International Career Development Center (ICDC) from July 28, 2008 to Augast 1. 2008,
The review was conducted by Rick Allen, Marcis Clark, and Shane Dunre.

The focus of the review was to address conceras regarding possible invalid High Schoo.
Diplomas and violation of the 90410 rule. 1he review consisted of ar. examination of 1CT3Cs
daa and records.

e

A sample of 30 {iles was idemified for review from the 2006-2007 and 2067-2008 award vears.
The files were selected randomly from « statistical sample of the 0%l population receiving
Title IV, HEA oprogram funds for cack award vear. Appendix A Lists the names of the students
whose files were exarined during the program review, A program revicw report was issued
on December 1B, 2009

Disclaimer:

Although the review was thorough, it caniot be assumed o be 2ll-inclusive. The absence of
statements ‘r. *he report concemning iCDC s specific practices and procedures must not be
construed as acceprance, approval. or endersement of those specific practices and procedures.

Furthermore. it does not relieve 1C1C o7 its onligation to comply with all of the statitory or
regulatory provisions governing the Title IV, (1EA programs.

C. Findings aod Final Determinations

Resolved Findings

1CDC has taken the corrcetive actions necessary 1o resolve findings ## ©. 3 and 5-11 of the
Program Review Report {(PRR). Therefore, these findings may be considered closed.

Failure 1o Ensvre Accuracy/Consistency of Records

Satisfactory Acadcmic Progress (SALY Policy Not Followed

Failure to Comply with Verification Reguirements

= Incorrec: Reporting on Fiscal Operations Repert and
Application te Participate (FISAP) Income CGrid

Findi 7 Return to Title [V {R2T4) Caleulation Errors

Finding #8  Federal Pell Grant Underpayment

Finding #¢  Improper Use of Professional Tudgmen:

Finding 210 Crime Awareness Requirements Not Met

Finding 21.  Credit Balarce Deficierciey

Finding =
Findirg

Findin

=]




International Career Development Center
OFE T 053393300

PRON: 20082092673

Page 4

[he conscquenees ot the program violations identitied in the remaining Sndings are discussed
beiorw,

Findings with ¥inal Determinations

The program review report findings, as wrinen i the Deparimueny's December L, 2000
Program Review Report, is guoled verbatim below initalies. Al the conelusion ol the program
review fnding is & sutamary of IC1Cs response 1o the finding. and the Department's fina,
determination for ikat finding.

Finding 2. Failure to Comply with Student Eligibi'lity (Admissions) Reguirements

Citation: A sudent is eligibie to receive Tufe [ HEA program assistance if the student among
ather criteria. has a figh school dipioma or ity reeognized eguivalent or has obtained « passing
scare an an independently admintstered test. 30 C PR ¢ 648 10, and fe)li).

Noncompliance: The following students hid copies of invalid High School Diplomes un file
The filex also did not have proof that amy of the studvats had a vadid CGELD vertificate or fook an
independenti. administered text approved by the Secretary. commonts referved fo as an Abiligy
to fenefit (ATB) lest. Euch of these students had a copy of a high school diplomu on fite from
Century High School, Loy Angeles. a scioul noted on the Los Angeles Unified Schuol Dismict's
wel site as not meeting the stundard of eguivalercy to a recogrized Righ school diptomu die to
luck of wcereditation from one of six regional acerediting agencies ur their affiflicres: =2 =4
#]5 A4y =30

In addition there was ro evidence of receipt of a high school diploma GED certificate or ATH
test on file for student 472,

Required Action: in order 1o be eligible to receive Title IV, [IEA program funds. u stucdent
st have a valid high school diploma, o GED certificate, or have taken and pussed an
approved ATB test The students cited In this finding do aol have the reg wired credenfial.
Withont such documeniation, these studenrs are a eligible for Title IV ITEA program funds,

Students noted ahove who were vdmitted o IO and received Title I, JTIRA wsistance on the
baxis of having kigh school diplomay from wnrecognized high schools may need to be reported
to the Dupartment and to the Netional Studen Loan Data Syseem 'NSLDS) in accordance w ith
instructions for reporting overpayments provided in Volume > of the Federal Studend Aid

particularl, since these stedents may alio have recetved Title T wred for which the institition
fay opposed to e student) iy liehle. The inssitution is alse advised juwever, that future
occurrences of this finding may result in the astuablivhment of liahilides to the schoul and-or
additionc! administrative actions taken against [CDC
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In addition. evidence of student 512 3 high school diploma, GED centificate. or official ATH
test pesults must be submitied with JCDC s respunse to this report. In the absence of efigibic
admissions documentation. all Tile 11 HE disbursements made 1o this student ave fahilivies
diie to the Depaviment from FCDC Ttormation on disbursements wade 1o this student, By
award vear and vpe of Tide IV program. musi he provided.

1CICs Response: [CDC indicated that siudents #6 2. 8. 12, and 30 had successfully completed
valid Ability 3o Benefit (AT tests prior tu thelr envollment at ICDC, ard the institution provided
documentation of sheir start dates and ATB test results. These ATB tests were not ip the stagen:
files when te 1cam was on-site conducting the review.

JCDL [wnther asseried thal students #= 15 and 19 had high schoo! diplormas that satisfy cument
federal reguiations. 1CDC argued that altrough students are required 1o have nigh school
diplomas o their eguivalents in licu of passing ar. A1 test in order o be considered eligible
students, the word “valid” does not appear in <ke current regulations aid “soime states do not FEave
a means of recogrizing ever all the legitimare high schools operating in<heir state. . In. alddition,
TCDC stated the Program Review Repert indicates that only igh school diplomas mesting te
standard of eguivalency to those recognized oy the Los Angeles School Disirict are valid in the
State of CaliZomia. Per ICDC, “The Los Argeles Unified Schoo! Distnet has exercised its
discretion to not aceey high school diplomas frem high schools that are not regionally aceredited.
However. regior.e, acereditation ol a kigh seheel is not required by efther California or the .5,
Department of Education in order for a higk schcol diploma to be vilid™ Therefore. argues
ICDC, Century High Schools acereditation siaus has no bearing on its validity as a high schoo

in California. Witk regard to the sludents noted above, ICDC claims it exercised its diseretion and
accepted their Centary High School dinlomas.

Final Determination: The Departmert is satisficd that students 7 2. 8. 12, and 30 have passed
an approved ATD tes: and, thercfore, meet this particular cligibility criierion. However,
disbursemens to stadents #2 15 and 19 are a lizbility and must be paid pack to the Departmert for
the followinyg reasons, The students do not meet the definilion of an eligibe sludent by virtue of
the fact that they de rot have valid high schnol diplomas, or their eguivalents, and they did not
pass an approved ATD test. While the Department does not use the specific word “valid” ir the
regulations, implicit i the term “high sehocl dip'oma" is the (zet that it is a valid diploma The
Department assumes there is an undersiunding thar invalid documents are not acceptable “or arny
purposes it admiristering Title 1v, HEA assistance. There s, therefore, no need io specify, in e
regulations, that valid documents are the caly acceptable documens,

With respeet to 2 determination that a high school diploma is considered valid, the Deparmen:
relies on a staze’s authority in this regasd. n the absence of a swte’s determination that a high
school is legitimate. we rely on a loca) education ageney’s determination. The State of C “ifornia
is silent v whether specific private high schools are recognized or provide recognized
school credertia’s. Therefore, the Department. in this case, relies om the Los Angeles Unified
School Pistrict (LAL'STY), in its capacity as tie jocal education agency, wr determine whether a
high school's credential is legilimate. With respeel 1o Centory High Schoel (and other select
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sckaols). the LALUSD has determined this school does “not meet the standard of equivalency 10 a
recegnized hiph school éiploma .7 (from LAUSD web siie). The reasons, including lack of
repioral accereditution, are noted ir the LAUSD wen puge. ut are immaterial te the fact that
the nigh schools listed do ot previde recognized credentials,

I either knew or should have xcown that Century High School diplomas are not vieid high
schoo. credentials and failed 1o lve up o its fiduciary duaty 5o wsswre that onlv cligible sudents
received Title 1V assistance. Therefore, the Departmen: has determined the twe stadents noted
above received improper dishursements of aid, the itabiliny for whick is the schoal™s
responsioiity.

“Pell | FSEOG | Subsidized _ Unsubsidized Comment

Tgroes 312732 §1940 Stadem #15 .
JS40BG B200 _$2.54624 $3.88D Studem #1¢ _ _
'S5205 %200 S381936 85820 TOTAL

The estimated actual ioss for the ineligible joans is based on [CDC's most recen: cohor: default
rate avaiable. As a result. tae estimated actual loss that [CDC must pay to the Deparerent for
the ‘neligible loans 1s §64C.36. A copy of the resclts of that caleulation is included 25
Appendix E. Pavment instructions may be found in Sectior. F of this Final Pregram Review
Determiration (FPRI).

Finding 4. Failure to Comply with Leave of Absence (LOA) Requirements

Citation: An institution’'s feqve of absence policy is & “formal pelicy” if the policy (4, 15 in
vriting and publicized to studenis. and (B requires siudents to provide @ written. signed, and
dated reguest. that includes the reason fur the request prior (o the leave of absence. However,
if unforeseen circumsiances prevent a studews from providing a prior writfen reguest. the
institution may grant the student s reguest for o leave of absence if the institution doctments
irs decision and colfects the written reguest ar @ later date. 34 CF R 5 66822030y,

Noncompliance: I0CDC did ot have appropriate LU docwmenration on file for the following
studehits fur the regsons staled helow:

Student =1 The studens listed “personal veasons ' as the reason for the vequest. Studuats
must lixt the actual reasonts, for requesting un L0

Student 211 — The student did rot sign either of the twe LOA requess.

Studenr =14 The student did not sign the reguest.

Studznt 216 The student did not sign the reguest for an 104

Reguired Action: [CDC must enforce the procedures for obialning student signatures on L0A
requests and for ensuring students ideatifi the reasons for the LOA on the reguest. In responye
to tiis PRR, the enforcement xteps that will be teken must he described
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o addition 1000 must report on the above-noted sudents and whether they vefurned o
school afrer their 1045 f they did return o sehool. ne further action iy reg wired o those
individuals Title 1) LIEA dishursements 50z students did not return i school. FEC et
complete @ Return o Title {1 - R2T4 worksheet for each student wihe did rot return, using the
date the LOA hegan as the withdrawal Jure. and pay any eefind due o the Department. J01DC
Bt report. i response to thiv PRR onowhether these shadeats returned (o school ar a R2l
calewiation was performed. Ifa R2T4 calouiation was perfarmed. intormation on the amount
of refind due and paid to the Title JI7 1IEA programs must be provided. Evidence of panmient
of the refunds must be provided in the form of copics of cancelied checks ffront and backs or
proof of electronic pavment.

ICDC?s Response: Per 1CIDC7s response. student 71 submitted and siyned an TOA fonm whick
was approved By school officials. Although the siudent inchuded “personat reasons™ on the form,
she talked witk a counselor who annetated in the counsclor notes what the personal reasons were.
Student #11 was grarted an emezgeney LOA by telephone. She did not retum [rom the LOA as

expected. and a R34 caleulation was perlormed. Student #14 did stgn ker LOA form wher. she
retumad to senool. Student #16 couldn™ sign the TOA fonn hecause she did not retum from: the

[.0A 50 she was withdrawn as of the Srst day ol the LOA.

Final Determination: The counselor™s mures for student #1 submitted by the institution are
different than the notes copied by the soview wam while on-site. However, the Department
accepts the notes a5 “revised.” assuming it was an oversight un the past of the student’s counselor
that this paricular rote was not made otiginaily.

FCLIC has satisfactorily responded o inding =
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D. Summary of Liabilitics

Initjal Fell FSEQG | DL TEALF T
| Liabilities | (Closed FFF1. FFEL
’ Award '
| Year)

$640.36 |
$640.36

CFindimg® . $6,205 [ S200  $9.630.36
L 5

"Sub fotal | S6.205 [ S200 0 S9.639.36

InterestSA_| §807.84  $1953
SubTotal | 580784 $19.53

i TOTAL  : ST.012.84 | 5219.33

:_P_ayable

To 1 l
" Department $7,012.84 | $219.53 $640.36 isa'?.s.?z.'.’“«
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E. Fstimaied Actual Loss

In liew of requiting the mstitution to assume the risk of default by purchasing ineligible
loans from the holder, the Department has asserted a lability not for the loan amaount, bt
rather for the estimaled actual or potential loss that the government may incur with
respect 10 the inedigible loan or loan amount. The estimated actual loss ta the Depattment
that has resulied or will result from those ineligible Juans is based on ICLDC s most recent
cohort default rate available.

The Fstimated Actual Loss Formula (FALF) is used for only certain types of findings on
inelipible FFET. and Direet Loan liabilives, The EALF estimates 1) the principal
amourt that has or will default: and (2) the inierest and special aflowance on the entire
mneligible loan amount.

The FALF uses an institution’s applicable cohort default rate (CDR) to estimate the
amount of defaults from the incligible principal amount. This is usually the institution’s
latest published CDR. Draft CDRs are not used unless there is no prior CDR.

ixample: lnchigible Principal Loan Amount  $H00.000
Cohort Defuult Rate 1003,
Estimated Default Amount Due $ 10,000

The EALY calculates interest and special allowance (SAY. where applicabie, ou the entire
amount of ineligible loan principal. The number of davs used o caleufate interest and
special allowance is based on average historical data for various time periods for different
mpes of schoots.

P‘Lr]ud S%;_if(ml Type  One-Year l\ ar _._}inur_—"f’ear ) Rate Tvp o
IDisbursement to Kepayment S84 774 969 Interest & SA
Repayment 1o Defaull 418 498 619 SA

. Repayment w Paid In Full 1659 1580 me SA

The EALF uses the actual interest rates in eftect when the incligible loans were disbursed
and an annualized average of the quarterly special allowance rates in effeet. The EALE
divides the number of days in cach time period so that changes in interest and special
allowancee rates are considered. The EALF also assurnes that the ineligible loans were
made in two disbursements after a 30-day delay.

Examnple for the Disbursement (o Repayment Period for a Two Year Insttution {2004~
(3}
Variable Rate Incligible Loans: $40.000 subsidived and $60,000 unsubsidized
imerest Rates: 04-05 (2773, 05-06 (4.70), 06-07 1650
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54 Rates: 03-03 {1,451, 03-06 (1 .35). 06-07 10,53}

Sibsidized [oan Ameunt {Interest and Special Allowance]
SA0.000° 2 x (455 x (04223650
+$40,0002 5 730 5 {0623/3651)
440,000 2 x 36T X (0HT07365 ) 84,964 .01
[ nsubsidized Loan Amoeun (Speciai Allowanee Oaly)
SEMLOGG 2 x4 x [.O1457363))
+ 60,0002 x (730 x (0155/365))
+ 6000072 % 1367 x L003373065)) - §1,627.56

NOTE: The nurber of dayvs of 774 for this time period is doubled to 1548
-451-730-367) because <k prineipal amount is divided o two.

Similar caleulations are made for the other two periods. 1he tetal lHability is the sum of
<k defzalt umount with 118 ‘nterest and special al.owance calculations for all three
pericds.

F. Pavment Instructions
Liabilities Owed to the Department More Than 51,000 but Less than S100,000
ICDC ewes o the Department $7.872.73, Payment must e made by forwarding a check
made pavable o the “U.S, Depariment of Tducation™ to the following address within 43
davs of the date of this letter:

1.8, Depariment of Educaion

P.0). Bex 979026

§t. 2.ouis, MO 63197-9000
Remit checks only. De rot send comespondened 1o this address. Payment must be
made via check and sent to the above Post Office Box: pavment and/or adjustments

made via GAPS/GS will not be accepted as payment of this liability.

The following identifzation data must be provided with the payment:

Adnount: 7 87273
DUNS: 319780311
TIN: 954554343

PRON: 200840926738
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Terms of Payment

As aresult of this final determination, the Department has created a recetvable for this
liability and payment must bu received by the Department within 45 days of the date of
this letter. 1f payment is not received within the 45 day period, nterest will accrue in
menthly increments from the date of this determination. on the amaunts owed 1o the
Jepariment, at the current value of funds raie in effect as established by the "Treasury
Department. unti] the date of receipt of the pavement. [CDC 15 also responsible for
repaving any interest that acerues. 1f you have any questivns regarding interest aceruals
or pavment credits, comact the Department’s Accounts Receivable Group atl

(2021 377-3843 and ask to speak 10 10Dy sceount representative.

If full payment cannot be made within 48 days of the date of this letter, coutact the
Department’s Accounts Receivable Grroup to apply for a pavment plan. Interest charpes
and other conditions apply. Written request may be sent w:

L8, Depanment of Edocation
OCFO Accounts Receivable Group
Attn: Nancy Hoglund

830 First Street, NE

Umon Center Plaza, Boom 2207
Washington, [DC 20202-446]

If within 45 days of the date of this fetter, ICT)C has neither made payment in accordancs
with these instructions nor crtered into an arrangement to repay the lability under terms
satisfactory to the Department, the Department intends to vollect the amount due and
payable by administrative offset apainst payments due ICDC trom the Federal
Government. JODC may object to the collection by offsct anly by challenging the
existence or amount of the debt. To challenge the debt, ICDC 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 abjection o
olfsct. No separatc appeal opportunity will be provided. 1f a timely appeal is filed.
the Department will defer offset until completion of the appeal, undess the Department
determines that ofiset is necessary as provided at 34 CF.R. § 3028, This debt may also
be referred to the Department of the Treasury for Turther action as authorized by the Diebt
Collection Improvement Act of 19%6.
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(. Appendices

Appendix A, Student Sumple contains persenally identifiable information and will he
cmailed to ICDC as an encrypted Winip file using Advanced Encryption Standard. 250~
bit. The password needed to open the enerypted WinZip file will be sent in a separate cmnail,
Appendis 1 &2 Estimated Actual Loss Worksheets Finding 2

Appendix 3 Cost of l'unds and Administrative Cost Allowance  Non-Loans
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Appendix B 2006-2007 Lstimated Actual Loss

lwinlvd
OPL 1D 03388300
I"RCHN PODEZDSZE7IB

Ap;pendix D Estimated Actual Loss Workshaet

Name of institLbon ICDC - Finging 2 o

7 Swiwect Type [ _@

2. Solwct Award TeEr ° 200607

3. Enter Cohoit Defaul e 1 cEs
andfor Perkine Gotaul, Rawe — _

4§ niwr Inelgible Prnoipal ineligible Principal Estitnated Dafaults
a J_ Bubmcued ) _! £} )
o il Unsubsideed - 5 -,
c. FFRE. Hubsiczre 3 FIENH 3 1C 8
d. “FLL Lngud & 1540 F 14 87
& PLUS DL FHLL: - ¥ ___ i
T Perkins b -

Dusk ' Fopayren:
Revaymenl ‘c Detaa!
Renayment ic PiF

Fatimatan Actusl Loss
Interest ard Spacisl
Allowance Breskdowr

DL Subsrdizud
L Sub
= Linaug
Firperyrmen! p Dol
FFLL Subesid.cis)
FFEL Unsab
Rppaymenrt ia FIF
11 LL Bukesiozed
FELL Uaut
PerfiiE Inlpemsl

Totals - Estimated Actal O Sibsinired

toss By Program DL Ungubsigized

fireiding frterest and FFi-L Subscheas

Special Allowsrce) F=EL Unzsu>
PIUS DL FAELY
s

Tatat Estimated Actus! Loss Liablity

Ih= a3l apprapniale sakan anzaulk rae poalmacs oy the Decairierd,
1Pe Dmpar=rt's i7as fo: w2 3ek bubl Mkl 331010 I2=ders [0 iresgaee (Gans 5 sslimaled by o rg ihe Tvarane aumiber of Jops hom
Biatesmemer s enl

iepaymer o ael
repanTners Ic uaid o ful

Ta avarages Lsad 3 F3m Ielonzal ol gles s 18e 10 T Deaanmatl Fam 2 guarariee aysa e
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Appendix 2 Z007-2008 Estimated Actual Loss
G0

DRE N (5300
PROMN 200082 1925758

Appandix O Estimated Aciual Loss Worksheat

Hame o |stitan ICOE - Finding 2

1. Sefact Typu H Tot-Yes |

2. Selggt Award Year 200

3. Enter Gohor Defaul Rate
anckigr Pere ns Default Rme e

4. Entar meligile P nopal Inaligible Principal Estimated Defaults
3 DL Sunsidzed ! . . -
@ DL idzed ! -
¢ ETEL Supsiczes 5 231824 ¢ f FRELR
a. FFEL Jnsak z 3860 OC . : 21.04
= SLUS{ZL FFEL H -
f Perkrs -

Dhso b Rapaymen
Repaymert ta Cafacll
Repayment la FIF

Cstimamed Actual Loss Dish lo Repaymart
Intarest and Special CL Subsidized
Altowance Sragkdowr FFEL 5ub
FFEL Unsur
Rapayment io DeiFol

FFEL Subsid zee :
EFEL Urs:b E

Ropaymant fo o
FFE Subsiized 1
FFEw Unsub

Perkins leres

Totaly - Estlmated Actual DL Subs-drad
Losx By Program DL Uspubsidizea -
[irciuting intecest and F Suopsidized 38274
Special Allowance) F Linsut 9288
PLUS i[. FFELY -
Parkins -

Total Extimtared Actual Loss Lizhility I 5 AZ1.75 I

The' Tesal Ealvraled LIl BRawr &0 Uus aarkshaal is ke Degarimer: s esl mace o dbe ‘aciLalioss 1o (ke Dapanmen| tha: nas ar
el azull o e mes 1 ko FFEL anAd TG [0 prDOYST 2aMs made by pour nabrul o Gabennte detin 15 an cAIgulAea using
= inasl eapacnale cshed G=lavt fate fudlsher by Ihe Leaadresl

The Dmoa frmerss 1253 far excass subk dis 28 39 1 ek e IEAQTIA GACE, & §3P0A% Dy WG T average nTILe” of 93p8 am
- disbumemer: o enbering 13wyl
- repEyTIE In: drfall, ard
- LRI 1 B3It

Tha Bus 8064 ubed At IFoA A4 i3l MTANARCT 5 J0E'IBE 52 Ihe SECaAmer! Ym0 | GHarlee 3aenca
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Appendix 3 Cost of Non-Loan Funds

Inahighble Dhsbursgments (Non-Loan] - Cost of Funda and Aginmistrativa Cost Allgwance

e il 1C0C Appndlz 3 R
I L LI B e tase
Ko Caapeswwave  Usksk Greet o Je ome Uz mlemal bederd Sedie TCRT Argannns
HERE TN i [T -
HE [TV |
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