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Call to Order
The lowa College Student Aid Commission met for a regularly scheduled meeting on July 18,
2014 via telephone conference call. Commission Chair Adams called the meeting to order at

10:00 am with a guorum present.

Executive Director’s Report

Ms. Misjak provided an update on the application process for the second statewide Gear UP
grant from the USDE that the Commission submitted on July 7, 2014, The difference in the new
grant from the previous one is that staff will be following the cohort though their first year of
college and that the total request was for $22.4 million dollars for the seven year grant. Ms.
Misjak shared that staff was able to assemble a network of 55 partner organizations who have
documented in-kind match for the grant totaling more than $25 million.

Ms. Misjak shared that staff will be exhibiting at the lowa State Fair again this year in the Varied
Industries Building and this year’s booth will focus on the importance of higher education and it's
potential to positively impact the lives of lowans.

Ms. Small gave Commissioners an update on the status of Corinthian Colleges, Inc. (CCI). CCl
is a large for-profit educational corporation that owns 4 brands, including 85 campuses in the
United States and fully online programs. Three of the CCIU brands have an lowa nexus:
Everest College — Phoenix, Everest University Online, and QuickStart.

For the past six months, the US Department of Education has been pursuing CCl to provide
data to justify its job placement rates and student enrollment data to justify its requests for
federal student aid disbursements for about 175,000 students. On June 12, after the USDE had
not received all of the data it requested, the USDE placed CCl on heightened cash
management. This meant that CCI must credit student accounts in the amount of the student's
federal student aid eligibility using its own funds, submit student enrollment data to the USDE
for verification that CCl was eligible to receive federal student aid funding, and wait 21 days
while USDE reviewed CCl's enroliment records before CCl received reimbursement from the
USDE. CClis a publicly traded company that must report its financial status to the Securities
and Exchange Commission (SEC). In a subsequent SEC report, CCl disclosed that the USDE
action would create a shortfall in operating cash flow that would cause the corporation to be
unable to continue as a going concern.

In an effort to avert the immediate and massive failure of the Corinthian institutions, the USDE
reached an agreement with CCl on July 3 that shortens the timeframe during which CCI must
wait for funds reimbursement from the USDE. However, as part of that agreement, CCl must
either teach-out and close, or sell all of its US institutions within the next six months. Corinthian
has chosen to sell all but 2 of its US institutions. Potential buys are not known at this time.
There is significant concern among state regulators and others that CCI may be unable to sell
all of its institutions for reasons including the need for a new owner to accept some future
financial liability for CCI's noncompliance. In its agreement with CCI, the USDE also stated that




it reserved the right to defer reimbursement of federal funding in the future for a longer period,
or terminate federal student aid funding for some CCI institutions that the USDE found ineligible
to participate in the federal student aid programs due to its investigation.

Based on the best information available at this time, we have 67 lowans enrolled in fully online
programs at Everest University Online, 32 lowans enrolled in fully online programs at Everest
College - Phoenix, and an unknown number of lowans enrolled in individual technology courses
offered through CCI's brand QuickStart that established an instructional site at 699 Walnut, 4™
Floor, Des Moines. The last time the Commission was contacted about compliance with our
postsecondary registration laws was in mid-2010, before the Commission implemented a policy
to address distance education programs. That policy was in place and being enforced in early
2011, and enacted into law effective July 1, 2012, In addition, regardless of whether an out-of-
state distance education provider meets the conditions for registration under lowa Code Chapter
261B, staff have been enforcing the separate bonding provisions of lowa Code Section 714.18
and the tuition refund policy for students that withdraw from for profit schools found in lowa
Code Section 714.23. Corinthian has not demonstrated compliance with any of these laws. On
June 24, 2014, Ms. Small requested from CCl a list of lowa residents currently enrolled in online
programs offered by Everest College —~ Phoenix and Everest University. Ms. Small has not
received that list or additional communication about that request.

After several consultations with agency counsel, we determined that it was necessary to take
action quickly to protect lowans from the risk posed by this corporation. On the morning of
Monday, July 14, 2014, the Executive Director notified Corinthian via email that it must cease
hew lowa resident enrollment immediately. We requested confirmation by our close of business
on the same day, July 14, 2014, that CCl would comply with our instruction to immediately
cease new enrollment. The Executive Director has not yet received a response from Corinthian
Colleges, Inc.

Additionally, our notice to CCl permits the corporation to teach out lowans currently enrolied in
their programs, but only if — within 60 days — CCl files evidence of responsibility (a corporate
surety bond payable to the state of lowa) and demonstrates that its institutional refund policy
provides at least the benefit to a withdrawn student that is guaranteed under lowa law. This
stipulation applies to currently enrolled lowans at Everest College ~ Phoenix, Everest University
Online. The bonding requirement applies to currently enrolled lowans through QuickSmart in
Des Moines.

During the past several weeks, Ms. Small has been working on text for a Commission web page
devoted to Corinthian students that summarizes the corporation’s financial and compliance
issues, encourages lowa residents who are concerned about the future of their CCl school to
consider an lowa school, explains the benefits of attending an lowa school, provides tips of
finding an online program, a list of all lowa schools that offer programs in any nontraditional
format, a list of lowa schools that offer fully programs that are similar to Everest College -
Phoenix and Everest University, and guidance on evaluating a transfer to a new school, the
impact of withdrawal on tuition charges and federal student aid eligibility. During the same
period, Ms. Small has contacted ali sectors of lowa schools requesting transfer consideration for
Everest College — Phoenix and Everest University students. Responses will be used to create a




matrix of lowa schools that offer online programs similar to the two Everest schools. This list will
be accompanied by appropriate caveats stating that every school has the right to establish its
own admission and transfer of credit policies. The web text has been reviewed by counsel and
the Executive Director and staff hopes to have it online next week.

Mr. Porter advised Commissioners about its choices for a response in the event that Corinthian
Colleges, Inc. failed to notify the Executive Director that it would veluntarily comply with staff's
July 14, 2014, notice to cease new lowa resident enroliment. The Commission could vote to
issue an order to Corinthian Colleges, Inc., to show just cause why the Commission should not
issue a cease and desist order against the school, or authorize counsel to initiate the show
cause order and then vote on any further action based on Corinthian Colleges’ response to the
show cause order. Commissioners discussed the need for a prompt Commission response in
the event Corinthian Colleges failed to confirm its willingness to voluntarily comply with the
Executive Director's July 14, 2014, notice to cease new lowa resident enroliment. The
Commissioners agreed that in the event the Executive Director received no response from
Corinthian by the following Thursday, the Commissioners would initiate a special meeting by
telephone no later than the subsequent Friday (or as soon as possible thereafter in order to
comply with public notice requirements) to discuss next steps.

Consent Agenda

Motion: Commissioner Shull moved to approve the consent agenda at written.

Minutes of Meeting- May 16, 2014
Administrative Rules
Move to propose amendments to Administrative Rules:
» Chapter 5 - Contested Cases
* Chapter 24 — Rural lowa Primary Care Loan Repayment
Program
» Chapter 25 — Rural lowa Advanced Registered Nurse
Practitioner and Physician Assistant Loan Repayment
Program
Move to adopt amendments to Administrative Rules:
» Chapters 28 — Teach lowa Scholar Program
Gear Up Trust Disbursement

Commissioner Wells seconded the motion which passed unanimously.

Human Resources and Nominations Committee Report

Motion: Commissioner Varner moved to approve the Human Resources and
Nominations Committee nominations for FY 2015 Committees.
Commissioner Shull seconded the motion which passed unanimously.

Motion: Commissioner Varner moved to appoint Commissioner Janet Adams as
the Chair and Commissioner Crystal Ford as the Vice Chair for FY 2015.
Commissioner Wells seconded the motion which passed unanimously.




Legislative Committee Report

Ms. Leeper shared that the committee discussed a regulatory plan that the staff submits on an
annual basis to the Governor’s office and the upcoming 2015 Legislative session. The
commitiee began to strategize the 2015 agency bill and discussed the Administrative Rules that
were passed oh the consent agenda. Ms. Leeper said the commitiee also discussed the report
“States in the Driver's Seat” and agreed to invite one of the author's of the report to speak to the
Commission. Ms. Leeper is going fo send the report to all Commissioners following the
Commission Meeting,

Staff Reports
Ms. May gave a report on the FY 2014 year to date financials.
Commission adjourned at 10:41 a.m.
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