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ANn ey

President Certifroct Mait Roturn Recet Requestad
Collegs of Visual Ars 7012 1640 000 0215 7682

344 Summit Avenye
Saint Paul, MN 55102-2199

RE Final Program Review Determination - Closed School Loan Discharges
OPE ID 00746200
PRCMN. 2014-4.05-23803
Closure Date  June 30. 2014

Dezr ks Ledy

fhe U'S Departmen: of Education's {Department's) School Participation Team - Chicago/Denvar
'ssued a program review report on October 3 2014 covering Caollege of Visual Aris (CVA; administration
Of programs authorized pursuant to Tile IV of the Higher Education Act of 1965 as amended. 20U S C
$§ 1070 g seg (Title IV, HEA programs)  Attached is a capy of the program review report and related
attachments  The Department has made final determmations based on information obtained during the
pragram review  This Final Program Review Determinalion {FPRD) and related attachments may be
subject to release under the Freedom of Information Act {FOIA) and can be provided to other oversight
entities after this FPRD is issusd

Every mstiution that executes a Program Participation Agreement with the Department agrees that it vl
=omaly wath alf statutory provisions of or applicable to Title IV of the HEA and all applicable requtatory
provisions prescnbed under that statutory aulhonty 34 CF R § 663 14{b) Among the provisions
aephcable to institutions that close are statutory and requlatory provisions relating to the Secretary's claim
fer resttution on discharged Title IV, HEA lcans

rhe Depatment's records indicate that CVA, located in Saint Paul MN. closed on June 30" 2013 After
CYA's closure. some students who received Title IV, HEA loan funds for attendance at Cva filed clamms
‘o discharge of therr Title IV, HEA foans due to CVA's closure

Purpose

= hnal determmation has been made concerning the finding of the ofi-ste program review  The purpese
g leften s to 1) dentify lizbrittes resulting from the hnding of the program revieny (2) provaidfe
nstructions for payment of habilities to the Department (3} notify CVA of itg faht o appeal. and (4) closs
ne review

bilities wientied from s pregraum revies are 518 207 This FRRD contzuns detsiled
arcui the lighity determination for s finding
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Protection of Personally ldentifiable information {PII}:

Cllis any aformauer abow an individual which can be used to distrguish o b ace an ndividuals ifeny
F0ME Sxamples are name gocnal securty number dafa and place of bt . The loss of Bl car resyl o
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fraudutent usa of tha information  Tg protect P the finding m the attached report does not contain an
student Pil Instead. the finding references students anly by a student number created by Fedsrat
Student Aid. The student nurmbers wera assigned m Appendix A, Student List Thrs abpendix was

encrypled and sent separately to the institution via e-mait ta its attornay [(bh)(6): (b)(7 |
C

Appea! Procedures

This constituies tha Department’s final determmation with respect to the financial liabihties identified
durng the off-site pregram review conducted September 23 20144 through September 23. 2094 If CVA
wishes 1o appeal to the Secratary for 3 review of the financial hiabilities established by the FPRD vz
must fite & written request for an administrative hearing The Department must receive the request no
later than 45 days from the date CVA receives this final determination. An original and four coples of the
infarmation CYA submils must he attached tc the request. The request for an appeal must be sent tor

fAs Mary £ Gusl. Director

Administrative Actions and Appeals Service Group
U & Department of Educatior

Federal Student Aid/PC

820 First Street. NE - UCP3. Rgom B4FD
YWashinglton DC 20002-8019

CVA s appeal request must.

{1)indicate the findings, 1ssues and facts being disputed.

{21 stata the institubion's position together with pertinant facts and reasons supporting its position,
i3 include all documentation it believes the Department should consider in support of the appeaal
Aronstitution may provide detaileg liabihty information fram a complate file review to appeal a
rrojected habiity amount Any docurnemts relative to the appeal that mclude PIl data must ba
redacted except the student’s name and last four digits of his / her saciai secunty number (plezcse
se2 the altached dacument. "Protection of Personally Identifiable Information * far mstruchions on
how to mat! “hard copy ' records containing Plt}. and

t4}include a copy of the final program review detzrmination  The program raview control numbar
{PRCN1 must also accompany the request for review

If tihve appeal request is complete and Umely. the Departrment will schedule an administrative: hearing in
accordance wilh § 457(b)(2) of the HEA of 1965 as amended. 20U S.C § 1094(by(2) The proecedures
felloweed with respect to CVA's appeal will be those provided in 34 CF R Part 658, Subpar; H

Record Retention

Program records refating lo the penon covered oy the off-site program review mus: be retained iy the
latier of resolution of the inans clarns or expenditures questioned in the program review or the end of
fre ratentoo perod otherwise appheable 1o the record under I CER §668 24



If the institution has any guestions regarding this letter. please contact Mary Murray of my staff at (312}
730-1715 Questions relating to an appeal of the FPRD should De directed to the address noted in the
Appeal Procedures section of this letter

Sincerely.

(b)(6)

Douglds Parrott
Division Director

Enclosures

cc. Mark Myvyan. Fredrikson & Byron. 200 South 6™ Street Suite 4000 Mmneapalis. MN 55402
Minnesota Office of Higher Education
North Central Association of Colleges, Higher Learning Commission
MN Consumer Services Division: MN Attorney General's Office
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&, Institutional Informaticn
Ccollegs of Visua Ans
344 Summit Ave
St Paul MN £5102-275%
Type Private nongrofi
Highest Leve! of Offz-ing: Bachelor
Aczraditing Agency. N/A Schoal voluntarily withdrew June 30 2012
Current Studant Enroilment N'A School valuntarily withdraw June 30 2013
% of Studanis Recelvng Titie IV HEA funds: N/A School voluniasily withdrew Jung 3C. 20132

Tive IV, HEA Program Participation PCNat

2012-2013
Pell Grant Program 3 325583
Willizm D. Ford Direct Logn Pregram (Dirsct Lean) S1 388 <8¢
Fedearal Wark Study (FIWS) S 30771
Federzl Supplementsl Ecucatonai Opportunity Grant S 24.9¢2

Defzult Rate FFEL/DL 2011 1.7%
2010 8 6%
20061 8%



B. Scope of Review

the U8 Depariment of Education (Depanment) conducted an off-site program review of the Col'ege of
Visual Arts iCVA) from July 1. 2012 to June 30, 2014, The raview was conducted by Mary Murray
tegin~ing on September 23, 2014,

The focus of the review was 10 determine CVS's ligbility for the discharge of Wilkam D Direct Lean
Program due to CVS's closure on Juna 30, 2013, The review consisted of ar examrination of forme:r
student records in the National Student Loan Datz Sys:em (NSLDS). NSLDS detz imcludes applications
‘or discharges filec by studenis who were unzbls to complets their orograms due (o CVS closure.

Disclaimer

Ofien schoo! liabilities continue to acerue following resolutions of any ciose-out audit or progra review
issuas. For exampls. borrowers may in the future submit additional succassfui applications far closed
schoole discharges of the Title V. HEA loans taken out to permii siuderis to attend CVS. W that occu-s,
t1g Department will use the program review process o recover those liabilities from CVS at that time.
Neimer tha Depanment's tssuzarce of this leter. nor paymert by CVS of the habilities identified. inary
way wzives the Department’s right to reguire payment of lizbilities sither existing now but unknown o the
Depariment. or accruing 1n the futurs.



C. Finding and Final Determinations

pa 1SE 10 t"1e mmru awd the D\:Dartmm-v- final d ste r'nmauor for mc.t nd1 g_ |he
i jewermination is below. A cocy of the program review repas issuad an
ashed as Appendix C.

Note: Any add ticnzl costs to the Department. including interes:. special sliowances cost of fund
uneariad administrative cost gllowance, gic. are nof atiribuied to individual find'ngs but are mclu:jed in &
summary lisiing 2t the enc of the report

Finding # 1 Closed Loan Discharges

A closed schoc' is required to repay 1o the Depariment for all closed ioan discnarges siacessfully
crocessed afier the school cioses The Department has identified three borrowers with 10zars that were
successiully discharged through the closed lozn discharge process befween July 1. 2013 and June 30,
2014 six ioans that totaled 527,000 were discharged (See Appendix A) These loans wera not includsed in
the close-out cudit submitted by CVA in 2073 1ACN: 05-2013-30670;.

Citation Summary: Citation: "34 C.F.R. § 685.21472a)(1) The Secretary discharges the borrower's {and
any endorser's) obhigziion 1o repay a Direct Loan in accordance with the provisions of this section if the
Lorrower {or the student on whose behalf a parent borrowed) did nof complete the program of siudy for
which the lcan wes made because the school al which the borrower [or student) was enrolled closed.

Additicnaify. under 34 C.F R, § 685.214(3;(2) lor purpcse of the ciosed school discharged
authiorized by this section -

iy & school's closurs date Is the date that the schoo! ceases o provide educational instruction i all
programs s deiermined by the Secretary. snd

(ii* "Schoal” means a schocl's main campus or any location or &ranch of the main campus
regsrdiess of wwhelherthe school or its tocaiion or hranch is considerad aligible.

34 CFR §885 21419 "11) Uzon discharge under this seciion. ihe corrowser is desmed o have assigned
‘o and relinquished nfaver of the Secrer‘"'y wy nghl te g foan refund fup (o the amcunt dischargsd) that
the DOF’C! er {or student) may have by contract or applicable fave vt i

by

chich the losn waz re




by the e,-';g."':)nb ininshiviicn oy msttution faned 10 make 2 refund 2flozn procssds which the
institution owed ic the such studant & r?dﬂr then the Secretzry shall dischargs fne borrawer s liability oa
the loan (incluting interest and coliechion of fees; by repaying the emount owed on the loan and shalf
subsequently pursue any claim avatiable to such borrowsr against the institutions affiliztes and
principals,”

Additionafly under. 34 C R § 835.402(d)(1} states "the Secretary raimburses the holder of a loan
received by a borrowsr on or alter Jenuary 1. 1986. and discharges the borrower's obligation with respect
to the Ioan in eccordancs with the provisions of paragraph (d) of this section. Iif the borrower {or the
student for whom a parent recesived @ PLUS loan} could not complate the program of study for which the
foan was intended because the school at which the borrower for studeni) was enmollsd. closed. or the
borrower {or student} withdrew from the school not more than 90 days pricr to the date the schoo! closed
This 90-day period may be extended if the Secretary determings that exceplional circurmstances relatad
to g school's closing would justify an exfension.”

Noncompliance Summary: CVA ceased providing instruction and closed on June 30, 2013,
Subsequent to the closure and the filing of the "Fina! Audit Datermination” dated

March 11, 2014, twa students filed applications for. and received approval o° the discharge of Dirsct
Loans, Each student certif ed that he or she was unaole to complete bis or har program of study due to
the closure of CVA

The direct cost to the Departrert for the closed school loar discharges 15 318,000 2n amount that CVA
must return to the Depanmsant CVA s furthar liabie for the imputsd interest on the cost of the discharge
amounts paid by the Departrrant,

Dugplicated Lighility: After it ceased providing instruction, CVA provided the required clese-out audit. and
the Deparment issued a Frral Audit Determination {(FAD) on March 11, 2013, urder ACN 05-2613-
30870 That FAD estzblished a lizbil'ty for the estimated amount of actuzal loss for all the Direct Loars
funds disbursed during the un-zudited period The amount of estimatad actual toss lizbility essociated
with the logns discharged for the two students who have filed for a closed school Ican discharge is
514,500 in principal and $127 in imputed. Trase liahiltes will not be dupliceted in this FPRD

CVA's Pespornse Surmmary: CVA 1ssUed a response 10 ke Progra=m Revisw Report daisd
October 3. 2014 or Octobar 5 2014 CVA's resporseas &re summarzed below

1, CWA asseris tha! they "objected to the dischargs of the ioan ‘o the studentborower dentifi
Dz pchr“c'w Final Aud: Df—term| aum I'F.r-\D d -d M rcn 11 20447 WA ackn cwrledc &3 H‘a
zpoeal wed ' o

(9%




CvA cces not pshave trat the swdents and /or borrowy

Rzpor dated Ociober 3. 2074 have indzgendent ng“: rETOvVE”

of recovery to which s Se-:r"ta ry may suce eed under 34 CF R )
studzntborrowers mzy discharge their Ican obligations the Secratary should
discnarged amoun:e irom CVA

Final Determination

CWA is liable for the $18.300 paid to dischargs loans for studen®s who were unabls to COI"WpIe & thair
programs of stucy due to CVA's closure as wellas S 33? i imputed interest calculzted afier the loan
discharge payment by the Department through December 14, 2013 Accordingly. the total lizbility for this
finding is  18.307 The Depariment acknowlgdges that the $8.000 loan to the student identified as
"Student #37 in the Program Review Report datad Ostober 3. 2014 was includad in the FAD datad March
11,2014 ard ad udizated in the appeal of the FAD. Student #3's loan repornad in tha Program Review
Report as & 9000 liabifty is not ircludea in the Final Datarmrinahicn of Liabilities.

Instructions for payment arz set forth in the Payment Instructions saction of this Firal Program Review
Determination

D. Summary of Liabilities

Description of Liability - Payableto Amount
Total Amount of Closed Scheoo: Loar Discharges _ Department $15.000
Imputed Interest ] ~ Deparment 3307
Total Liability 518,307
Net Due - e 518,307

E. Payment Instructions

CvA cwes o t1ng Deparment $18 307 Paymsert must be made by forwarding 2 o
the "U 5. Deparmsent of Educalior” 0 tha f lowing =ddress wittn 45 ZEYS Ciins




A8 @ resuit of tus finel determination the Department has sreated a recaivanie for tas hanility and
payr*en . .J‘:t b2 recaived by the Decartment within 45 days of the date of this letter. |f payment is rot
receved within ing 45-Jay per od. interast will accrug in menihly increments f-om the date of this
oetermm" ticn. on the amounts owed to the Depaniment. at the current value of funds rate in effact as

l}

tadlished by the Traasury Degartment until the date of receipt of the paymert. CVA s also responsipie
r’or repaying any interest that zccrues  If you have any questions rega xding intergst eccruals or payment
credis :“ntacl the Department's Accounts Receivab'e Group a* (202: 245-8080 and ask to spezk to
CVA accour: repraseniative.

i full peyment cannot be made within 45 days of the date of this lettz-. contact the Depariment's
Acceunts Recevable Group to zpoly for 2 payment plan. Interast chargss and cthar conditions zpply.
Writler request may be sentio;

U.2. Departmeant of Education

OCFO Finarcial Management Qperations
Acceunts Receivable Group

£50 12th Strest, SW.. Room 8111
Washingtan DC 20202-4481

Attn: Nancy | Heglund

i within 45 days of the date of this letter, CVA has naither mace payment in accordance with these
instructions nor entered into an arrangament to repay the lizbility under terms satisfaciory to the
Decartment the Dapaniment intends to collect the amouni due ard payasle by administrative offset
agamst gaymenis due CVA from the Federal Governmeant. CVA may object to the collection by offset
only by challenging the existence or amount of the debt, To challenge the debt. CVA must timely
appeat this determination undear the procedures described in tne "Appeal Procedurss” section of the
cover letter. The Depznment will use those procedures to consider any objection tc offset. No separate
appeal opportunity will be provided. If 2 tmely appeal s fied, tha Degantment will defer offsat until
comp'etion of the appeal. unless the Department determinas thai offset is necessary as provided at 34
C.F R §30.28 This debt may aiso be referred ic the Department of the Treasury for further action as
authonzed by the Debi Coliection Improvement Act of 1286,



