
















Exhibit 1 
 

Date Transmitted: Nov. 16, 2017 
 

From: Higher Learning Commission  
 

Subject: Pre-approval Notice 



 
 
 
November 16, 2017 
 
 
VIA ELECTRONIC MAIL 
 
Elden Monday, Interim President 
The Art Institute of Colorado 
1200 Lincoln St. 
Denver, CO 80203 
 
Josh Pond, President 
Illinois Institute of Art 
350 N. Orleans St. 
Suite 136 
Chicago, IL 60654 
 
Brent Richardson 
Chief Executive Officer 
Dream Center Education Holdings, LLC 
7135 East Camelback Road 
Phoenix, AZ 85251 
 
Dear President Monday, President Pond, and Mr. Richardson:  
 
This letter is formal notification of action taken by the Higher Learning Commission (“HLC” or 
“the Commission”) Board of Trustees (“the Board”) concerning Illinois Institute of Art (“IIA”) 
and the Art Institute of Colorado (“AIC”) (“the Institutes” or “the institutions,” collectively). 
During its meeting on November 2-3, 2017, the Board voted to approve the application for 
Change of Control, Structure, or Organization wherein the Dream Center Foundation (“DCF”), 
through Dream Center Education Holdings LLC (“DCEH” or “the buyers”) and related 
intermediaries, acquires certain assets currently held by Education Management Corporation 
(“EDMC”), including the assets of the Institutes; however, this approval is subject to the 
requirement of Change of Control Candidacy Status. The requirements of Change of Control 
Candidacy Status are outlined below. In taking this action, the Board considered materials 
submitted to the Commission including: the Change of Control, Structure or Organization 
application, the Summary Report and its attachments, the additional information provided by the 
Institutes throughout the review process, and the Institutes’ responses to the Summary Report.  
 
As noted under policy, the Commission considers five factors in determining whether to approve 
a requested Change of Control, Structure, or Organization. It is the applying institution’s burden, 
in its request and submission of related information, to demonstrate with clear and convincing 
evidence that the transaction meets these five factors and to resolve any concerns or ambiguities 
regarding the transaction and its impact on the institution and its ability to meet Commission 
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requirements. The Board found that the Institutes did not demonstrate that the five approval 
factors were met without issue, as outlined in its findings below, but found that the Institutes 
demonstrated sufficient compliance with the Eligibility Requirements to be considered for pre-
accreditation status identified as “Change of Control Candidate for Accreditation,” during which 
time each Institute can rebuild its full compliance with all the Eligibility Requirements and 
Criteria for Accreditation and can develop evidence that each Institute is likely to be 
operationally and academically successful in the future.  
 
The conditions set forth by the Board in its approval of the application subject to Change of 
Control Candidate for Accreditation are as follows:  
 

The institutions undergo a period of candidacy known as a Change of Control Candidacy 
that is effective as of the date of the close of the transaction; the period of candidacy may 
be as short as six months but shall not exceed the maximum period of four years for 
candidacy. 

 
The institutions submit an interim report every 90 days following the date of the 
consummation of the transaction until their next comprehensive evaluations on the 
following topics: 

• Current term enrollment at the institutions. This should include the number of 
full- and part-time students, as well as comparisons to planned enrollment 
numbers. The institutions should also provide revised enrollment projections 
based on enrollments at the time of submission; 

• Quarterly financials, to include a balance sheet and cash flow statement for DCF, 
DCEH and each institution, as a means to ensure adequate operating resources at 
each entity and at the institutions;  

• Information regarding any complaints received by DCF, DCEH or any of the 
institutions; 

• Information regarding any governmental investigation, enforcement actions, 
settlements, etc. involving DCF, DCEH, its related service provider Dream Center 
Education Management, (“DCEM”), or any of the institutions; 

• Information regarding any stockholder, student, or consumer protection litigation, 
settlement, judgment, etc. involving DCF, DCEH, DCEM or any of the 
institutions; 

• Information regarding reductions in faculty and/or staff at any of the institutions; 
• Updated student retention and completion measures for each of the institutions;  
• Copies of any information sent to the U.S. Department of Education (“USDE”), 

including any information sent in response to the USDE’s September 11, 2017 
letter (or any updates to that letter); and 

• An update on the activities and findings of the Settlement Administrator through 
2018, and on findings from audit processes conducted by an independent third-
party entity acceptable to HLC subsequently implemented after the conclusion of 
the work of the Settlement Administrator. 

 
The institutions submit separate Eligibility Filings no later than February 1, 2018, 
providing detailed documentation that each institution meets the Eligibility Requirements 
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and Assumed Practices, as well as a highly detailed plan with timelines, action steps, and 
personnel assignments to remedy issues related to Core Components 1.D, regarding 
commitment to the public good; 2.A, regarding integrity and ethical behavior; 2.B, 
regarding public disclosure and transparency; 2.C, regarding the autonomy of board 
governance; 4.A, regarding improving program outcomes; 5.A, regarding financial 
resources; and 5.C, regarding planning, with specific focus on enrollment and financial 
planning. The outcome of this process shall be reported to the HLC Board of Trustees at 
its spring 2018 meeting. 

 
The institutions host a visit within six months of the transaction date, as required by HLC 
policy and federal regulation, focused on ascertaining the appropriateness of the approval 
and the institutions’ compliance with any commitments made in the Change of Control 
application and with the Eligibility Requirements and the Criteria for Accreditation, with 
specific focus on Core Component 2.C, as it relates to the institutions incorporating in the 
state of Arizona, and Eligibility Requirements #3, 4, 5, 6, 7, 8, 9, 13, 14, 16 and 18. 

 
The institutions host a focused visit no later than June 2019, to include a visit to the 
Dream Center Foundation and Dream Center Education Holdings, on the following 
topics: 

• Core Component 1.D: 
o The institutions should provide evidence that the missions of the institutions 

demonstrate a commitment to public good. Specifically, that the institutions’ 
operations align to the pursuit of the stated missions in terms of recruiting, 
marketing, advertising, and retention.  

• Core Component 2.A: 
o The institutions should demonstrate that they possess effective policies and 

procedures for assuring integrity and transparency.  
o DCEH and the institutions should provide evidence that the parent company 

and the institutions are continuing to perform voluntarily the obligations of the 
Consent Agreement, as assured by DCEH to the Higher Learning Commission 
in writing. 

• Core Component 2.B: 
o DCEH and the institutions must demonstrate that policies and procedures 

following the Consent Judgment have been fully implemented and are 
effective in ensuring the proper training and oversight of personnel. 

• Core Component 2.C: 
o Evidence that the DCF, DCEH, DCEM and the Art Institutes organizations, as 

well as related corporations, demonstrate that they have organizational 
documents and have engaged in a pattern of behavior that indicates the 
respective boards of the institutions have been able to engage in appropriately 
autonomous oversight of their institutions. 

• Core Component 4.A: 
o Evidence that the institutions have engaged in effective planning processes to 

address programs that have failed the USDE’s gainful employment 
requirements (when those requirements were still applicable), as well as those 
that are “in the zone.” The institutions should also provide any plans that have 
been implemented to improve program outcomes.  
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• Core Component 5.A: 
o Evidence that the institutions have increased enrollments to the levels set forth 

in the application for Change of Control, Structure, or Organization. This 
should include any revised budgetary projections and evidence of when the 
institutions intend to achieve balanced budgets. 

• Core Component 5.C: 
o The institutions should provide any revised plans or projections that occur 

following consummation of the transaction. 
 

If at the time of the second focused evaluation, the institutions are able to demonstrate to 
the satisfaction of the Board that they meet the Eligibility Requirements, Criteria for 
Accreditation and Assumed Practices without concerns, the Board shall reinstate 
accreditation and place the institutions on the Standard Pathway and identify the date of 
the next comprehensive evaluation, which shall be in no more than five years from the 
date of this action. 

 
The Board will receive and review the Eligibility Filing, related staff comments, and the report 
of the first focused visit team to determine whether to continue the Change of Control Candidacy 
status. If the Eligibility Filing and focused evaluation does not provide clear, convincing and 
complete evidence of each institution meeting each Eligibility Requirement and of making 
substantial progress towards meeting the Criteria for Accreditation in the maximum period 
allotted for such Change of Control Candidacy as indicated in this letter, the Board may 
withdraw Change of Control Candidate for Accreditation status at its June 2018 meeting. 
 
The Board provided the Institutes and the buyers with fourteen days from the date of receipt of 
this action letter to accept these conditions in writing. If the institutions and the buyers do not 
accept these conditions in writing within fourteen days, the approval of the Board will become 
null and void, and the institutions will need to submit a new application for Change of Control, 
Structure, or Organization if they choose to proceed with this transaction or another transaction 
in the future. In that event, the Institutes will remain accredited institutions. However, if the 
Institutes proceed with the Change of Control, Structure or Organization without Commission 
approval, the Commission Board of Trustees has the authority to withdraw accreditation.  
 
Assuming acceptance of these conditions, the Institutes and buyers must provide written notice 
of the closing date within 24 hours after the transaction has closed. The Institutes are also 
obligated to notify the Commission prior to closing if any of the material terms of this 
transaction have changed or appear likely to change. By Commission policy the closing must 
take place within no more than thirty days from the date of the Board’s approval. If there is any 
delay such that the transaction cannot close within this time frame, the Institutes must notify the 
Commission as soon as possible so alternate arrangements can be identified to ensure that the 
Board’s approval remains in effect. 
 
The Board based its action on the following findings made in regard to the Institutes:  
 

In reference to the first, second, and fourth approval factors and, related to the continuity 
of the institutions accredited by the Commission and sufficiency of financial support for 
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the transaction, the institutions and the buyers have provided reasonable evidence that 
these factors have been met. 
 
In reference to the third approval factor, the substantial likelihood that following 
consummation of the transaction the institutions will meet the Commission’s Criteria for 
Accreditation, with specific reference to governance, mission, programs, disclosures, 
administration, policies and procedures, finances, and integrity, the institutions and the 
buyers have provided reasonable evidence that this factor is met, although the following 
Criteria for Accreditation are Met with Concerns: 

• Criterion One, Core Component 1.D: “The institution’s mission demonstrates 
commitment to the public good,” for the following reasons: 
o Neither institution has demonstrated evidence that its underlying operations, 

in addition to its tax status, will be transformed to reflect a non-profit mission; 
o Neither institution has demonstrated significant planning required to 

undertake a mission that includes the responsibility of educating a potentially 
very different student population represented by the Dream Center clientele; 
and 

o The buyers have not provided evidence that the institutions’ educational 
purposes will take primacy over contributing to a related or parent 
organization, which will be struggling in its initial years to improve the 
enrollment and financial wherewithal of a large number of institutions 
purchased from EDMC. 

• Criterion Two, Core Component 2.A: “The institution operates with integrity in 
its financial, academic, personnel, and auxiliary functions; it establishes and 
follows policies and processes for fair and ethical behavior on the part of its 
governing board, administration, faculty, and staff,” for the following reason: 
o Although each institution is making changes to procedures specifically 

identified in the November 2015 Consent Judgment, neither institution has yet 
established a long-term track record of integrity in its auxiliary functions. 

• Criterion Two, Core Component 2.B: “The institution presents itself clearly and 
completely to its students and to the public with regard to its programs, 
requirements, faculty and staff, costs to students, control, and accreditation 
relationships,” for the following reasons: 
o Changes being made by the institutions to ensure transparency, particularly 

with students, are recent in nature and have yet to fully penetrate the complex 
organizational structure of which the institutions are a part; and 

o Given the replication of that operational structure and the continuity of 
personnel following the transaction, the potential for continuing challenges is 
of concern. 

• Criterion Two, Core Component 2.C: “The governing board of the institution is 
sufficiently autonomous to make decisions in the best interest of the institution 
and to assure its integrity,” for the following reasons:  
o There remain questions about how the governance of DCEH, its related 

service provider Dream Center Education Management, and the Art Institutes 
will take place after the transaction and how that governance will affect the 
governance of the AIC and IIA, and the mere replication of the EDMC 
corporate structure with new non-profit corporations does not resolve the 
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question of how these new corporations will function in the future to assure 
autonomy and governance in the best interest of the institutions;  

o An apparent conflict of interest exists owing to an investment by the DCEH 
CEO of 10% in the purchase price for which limited documentation exists; 
and 

o No evidence was provided indicating that either institution’s board had yet 
engaged in significant consideration of the role that typifies non-profit boards. 

• Criterion Four, Core Component 4.A: “The institution demonstrates responsibility 
for the quality of its educational programs,” for the following reasons:  
o Neither institution has demonstrated that improvements have been made to 

academic programs identified since January 2017 by the USDE as having 
poor outcomes, or that such programs have been eliminated; and 

o The risk of harm to students admitted to such programs absent such 
improvement or elimination is of concern, regardless of the institutions’ tax-
status or whether they are subject to gainful employment regulations. 

• Criterion Five, Core Component 5.A: “The institution’s resource base supports its 
current educational programs and its plans for maintaining and strengthening their 
quality in the future,” for the following reasons: 
o Despite the adoption of certain cost-reducing and related measures, the impact 

of which are yet to be determined, the ability of each institution to sustain its 
resource base and improve enrollment beyond 2019 depends on the 
occurrence of several contingencies, most of which are assumptions tied to the 
institutions’ change in tax status, and none of which are guaranteed; 

o The ability of the buyers to provide the cash flow infusions necessary to 
sustain the institutions over the next five years are also linked to assumptions 
related to the institutions’ change in tax status and the long-term debt taken on 
by DCEH and DCF in addition to the debt acquired for the purchase price; and 

o Although the buyers are expected to have $35 million in cash at closing 
(based on debt as noted above), these funds are intended to support multiple 
transactions within Argosy University, South University and the Art Institutes, 
and the potential need for and access to additional debt financing on the part 
of the buyers is of concern. 

• Criterion Five, Core Component 5.C: “The institution engages in systematic and 
integrated planning,” for the following reasons: 
o Neither institution has demonstrated that the impacts of the transaction have 

been accounted for in their strategic planning; and 
o IIA’s strategic planning process is still in the process of maturing. 

 
In reference to the fifth approval factor, the experience of the buyers, administration, and 
board with higher education, the officers (CEO and CDO) of the buyers have some 
experience in higher education but do not have any experience as chief officers of a large 
system of non-profit institutions or with the specific challenges pertinent to EDMC 
institutions, including challenges related to marketing and recruitment policies, 
governance, administration, and student outcomes across institutions with many 
campuses and programs operating across the United States. 
 





Exhibit 2 
 

Date Transmitted: Jan. 12, 2018 
 

From: Higher Learning Commission  
 

Subject: Public Disclosure Notice 
 



 
       
 

Public Disclosure: 
Illinois Institute of Art and  
 Art Institute of Colorado  

From “Accredited” to “Candidate” 
Effective: January 20, 2018 

 
The Illinois Institute of Art located in Chicago, Illinois, and the Art Institute of Colorado located in 
Denver, Colorado, have transitioned to being a candidate for accreditation after previously being 
accredited. The Higher Learning Commission Board of Trustees voted to impose “Change of 
Control-Candidacy” on the Institutes as of the January 20 close of their sale by Education 
Management Corp. to the Dream Center Foundation through Dream Center Education Holdings.  
 
This new status also applies to the Illinois Institute of Art campus in Schaumburg and its Art 
Institute of Michigan campus in Novi, Michigan. 
 
In spring 2017 EDMC requested approval of a Change of Control seeking the extension of the 
accreditation of these institutions after their proposed sale to the Dream Center Foundation.   
During its review process of the Change of Control, HLC evaluated the potential for the institutions 
to continue to ensure a quality education to students after the change of ownership took place. The 
period of Change of Control-Candidacy status lasts from a minimum of six months to a maximum 
of four years. During candidacy status, an institution is not accredited but holds a recognized status 
with HLC indicating the institution meets the standards for candidacy. 
 
What This Means for Students 
Students taking classes or graduating during the candidacy period should know that their courses or 
degrees are not accredited by HLC and may not be accepted in transfer to other colleges and 
universities or recognized by prospective employers. Institute courses completed and degrees earning 
prior to this January 20, 2018, change of status remain accredited. In most cases, other institutions 
of higher education will accept those credits in transfer or for admission to a higher degree program 
as they were earned during an HLC accreditation period.  
 
All colleges and universities define their own transfer and admission policies. Students should 
contact any institution they plan to attend in the future so they are knowledgeable about the 
admission and transfer policies for that institution.  
 
Next Steps 
HLC requires that the Institutes provide proper advisement and accommodations to students in 
light of this action, which may include, if necessary, assisting students with financial 
accommodations or transfer arrangements if requested.  
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Dream Center Education Holdings and Dream Center Foundation are required to submit a report 
to HLC every 90 days detailing quarterly financials to assess adequate operating resources at each 
entity and both Institutes.   
 
The Institutes will each submit Eligibility Filings no later than March 1, 2018 providing 
documentation that each institution meets the HLC Eligibility Requirements and Assumed 
Practices. The Institutes will also host a campus visit within six months of the transaction date as 
required by HLC policy and regulation. The HLC Board will consider reinstatement of Accredited 
status at a future meeting. 
 
About the Higher Learning Commission 
The Higher Learning Commission accredits approximately 1,000 colleges and universities that have a home base in one of 19 
states that stretch from West Virginia to Arizona. HLC is a private, nonprofit accrediting agency. It is recognized by the U.S. 
Department of Education and the Council for Higher Education Accreditation. Questions? Contact info@hlcommission.org or 
call 312.263.0456. 



Exhibit 3 

Date Transmitted: June 28, 2019 

From: Higher Learning Commission  

Subject: Response to Committee Questions 

 



1

From:
Sent: Friday, June 28, 2019 4:28 PM
To:
Subject: Response to your questions.   

When the two Art Institutes accepted the Commission’s November 2017 conditional approval of the change of control 
request (which the schools accepted in a signed letter dated January 4, 2018), they agreed they would automatically 
assume “candidacy status” on the date the DCEH transaction closed. An institution in candidacy status is not accredited. 
The two Art Institutes remained in candidacy status at all times after January 2018 until their closure. 
 

 
 

 
 

 
 

From:    
Sent: Thursday, June 27, 2019 1:51 PM 
To:   
Subject: Re: Quick Call 
 
Thank you.  

Sent from my iPhone 
 
On Jun 27, 2019, at 1:43 PM,   wrote: 

Will respond as promptly as possible, particularly to question 2 

From:    
Sent: Thursday, June 27, 2019 1:36 PM 
To:   
Subject: RE: Quick Call 
 
My afternoon is rapidly filling up and I think I’ll be in meetings for a bit. Can you email me a response 
instead? 
 

1. Once HLC put the DCEH schools in candidate status they were not accredited by HLC, and 
remained not accredited by HLC through closure, correct? 

2.  
 

  
 

 

 
Thanks, 

  



Exhibit 4 
 

Date Transmitted: Feb. 7, 2018 
 

From: Higher Learning Commission 
 

Subject: Revised Public Disclosure Notice 
 



 
       
 

Public Disclosure: 
Illinois Institute of Art and  
 Art Institute of Colorado  

From “Accredited” to “Candidate” 
Effective: January 20, 2018 

 
The Illinois Institute of Art located in Chicago, Illinois, and the Art Institute of Colorado located in 
Denver, Colorado, have transitioned to being a candidate for accreditation after previously being 
accredited. The Higher Learning Commission Board of Trustees voted to impose “Change of 
Control-Candidacy” on the Institutes as of the January 20 close of their sale by Education 
Management Corp. to the Dream Center Foundation through Dream Center Education Holdings.  
 
This new status also applies to the Illinois Institute of Art campus in Schaumburg and its Art 
Institute of Michigan campus in Novi, Michigan. 
 
In spring 2017 EDMC requested approval of a Change of Control seeking the extension of the 
accreditation of these institutions after their proposed sale to the Dream Center Foundation.   
During its review process of the Change of Control, HLC evaluated the potential for the institutions 
to continue to ensure a quality education to students after the change of ownership took place. The 
period of Change of Control-Candidacy status lasts from a minimum of six months to a maximum 
of four years. During candidacy status, an institution is not accredited but holds a recognized status 
with HLC indicating the institution meets the standards for candidacy.  The institution remains 
eligible to become accredited again as noted below under Next Steps.  
 
What This Means for Students 
Students taking classes or graduating during the candidacy period should know that their courses or 
degrees are not accredited by HLC and may not be accepted in transfer to other colleges and 
universities or recognized by prospective employers. Institute courses completed and degrees earning 
prior to this January 20, 2018, change of status remain accredited. In most cases, other institutions 
of higher education will accept those credits in transfer or for admission to a higher degree program 
as they were earned during an HLC accreditation period.  
 
All colleges and universities define their own transfer and admission policies. Students should 
contact any institution they plan to attend in the future so they are knowledgeable about the 
admission and transfer policies for that institution.  
 
Next Steps 
HLC requires that the Institutes provide proper advisement and accommodations to students in 
light of this action, which may include, if necessary, assisting students with financial 
accommodations or transfer arrangements if requested.  
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Dream Center Education Holdings and Dream Center Foundation are required to submit a report 
to HLC every 90 days detailing quarterly financials to assess adequate operating resources at each 
entity and both Institutes.   
 
The Institutes will undergo a campus visit within six months of the transaction closing, as required 
by policy and federal regulation, and a second visit by June 2019. If at the time of the visits, the 
Institutes demonstrate compliance with HLC standards, accreditation may be reinstated by the HLC 
Board.   
 
About the Higher Learning Commission 
The Higher Learning Commission accredits approximately 1,000 colleges and universities that have a home base in one of 19 
states that stretch from West Virginia to Arizona. HLC is a private, nonprofit accrediting agency. It is recognized by the U.S. 
Department of Education and the Council for Higher Education Accreditation. Questions? Contact info@hlcommission.org or 
call 312.263.0456. 
 



Exhibit 5 

Date Transmitted: Aug. 2, 2018 

From: Principal Deputy Under Secretary Diane Auer Jones 

Subject: Email to Shelly Murphy re: Accreditation Compliance Information 









Exhibit 6 

Date Transmitted: Apr. 19, 2018 

From: David Harpool (Dream Center Education Holdings - Affiliate) 

Subject: Re: HLC – Call from Outside Counsel 

 







Exhibit 7 

Date Transmitted: May 31, 2018 

From: Ronald Holt (Dream Center Education Holdings – Affiliate) 

Subject: RE: FW: The Illinois Institute of Art and The Art Institute of Colorado 









this communication in error, please resend it to the sender and delete the original message and copy of it from your computer system.
Opinions, conclusions and other information in this message that do not relate to our official business should be understood as
neither given nor endorsed by the organization.

 

 

This email has been scanned for spam and viruses by Proofpoint Essentials. Click here to
report this email as spam.

 

--
Randall K. Barton
Mobile:  
 

 

This email has been scanned for spam and viruses by Proofpoint Essentials. Click here to
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Exhibit 8 
 

Date Transmitted: June 30, 2017 
 

From: Dream Center Foundation  
 

Subject: Partial Dream Center Foundation Form 990 
 



Form 990 Return of Organization Exempt From Income Tax 

Under section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except private foundations) 

► Do not enter social security numbers on this form as It may be made public. iJ 
Department 01 Iha Trea516}' \ ,.._ /' 
Internal Revenue Service ► Go to www.lrs.gov/Form990 for Instructions and the latest Information. l )l .,. 

0MB No 1545-0047 

2017 
Open to Public 

· ''1rispe~tlon 

A For the 2017 calendar year, or tax year beginning 01-01 , 2017, and ending 06-30 , 2017 
B Check if applicable- c Name of orgernzetlon The Dream Center Foundation D Employor ldentlncetlon no. 

□ Address change Doing business as 41-2269686 

□ Name change Number end slreat (or PO. box 1f mall ls not delivered to street address) I Room/suite E Telephone number 

□ lnibel return 2301 Bellevue Ave 

□ Final return/lermlneted Clly or town, state II' province. country, and ZIP or foreign postal code 0 Gross receipts 

□ Amendetl return Los Anaeles CA 90026 s 8,350 316 

□ Apphcabon pending F Name end address of principal officer: H(a) bl 11'11 ■ group return lor ■uboldlnalu? LJ Yes IKJ No 

- H(b) Are all subordinates included? 0Yes □ No 
I Tax-exempt status: l&J so11c)(3l I I so11c11 l ◄ (Insert no ) D 4947(e)(1)or ((527 C . !::, If "No," attach e llsl (sea lnstrucllons) 

J Website: ► www.dreamcenterfoundation.ora H(c) Group exemption number ► 
K Form of organizallon: !xi C01J)Oretlon 0 Trust O Assoaahon D Other ► \ I L Year of formation. 2008 IM Slale of legal dornlcde CA 
I Part.I I Summary \ 

1 Briefly describe the organization's mission or most significant activities: Dream Center Foundation eartners with 

a, community centered organizations to erovide housing, clothing, food, medical care, training 
u 
C and education to the chronically underserved individuals and communities. ca 
C ... 
Cl) 

Check this box ► D if the organization discontinued its operations or disposed of more than 25% of its net assets. > 2 0 
(!) 

3 Number of voting members of the governing body (Part VI, line 1 a) 3 37 115-... 
..... 

111-
a,:> 4 Number of independent voting members of the governing body (Part VI, line 1 b) 4 34 
:2--• 5 Total number of individuals employed in calendar year 2017 (Part V, line 2a) 5 47 
~~ 6 Total number of volunteers (estimate if necessary) ....... . 6 u 
<--1 7a Total unrelated business revenue from Part VIII, column (C), line 12 7a 0 . 
>- b Net unrelated business taxable income from Form 990-T, line 34 . . . 7b 0 ~.-
~ 

Contributions _and grants (Part VIII, li~e 1h) •• ~\ • 

Prior Year Current Year 

0 8 20 645 716 8.176.183 
La, 9 Program seMoe '"'°""" (Part Vlll, lme 29) , - • • • • REC. . . . ---~ v~- 0 .::i 
cc 

Investment income (Part VIII, column {A), lines 3, 4\ and-7d)~ • • • ~ • ~CII 10 350 012 174.133 .t> 
Other revenue (Part VIII, column {A), lines 5, 6d, Bc\@fi,\1oc,~p<F,11e)9 2.0,i · · ·CF) • ,rGJ 11 

Total ravenue - add """' 8 thnmgh II (must"""'' P~•m. coJ,ma (A), nae .,J If . (21,916) 6 
12 20.995.728 8 328,400 ff)) 

13 Grants and similar amounts paid (Part IX, column {Ajt lin~ - QE."N • \:.ff· • · l • . 19.424 923 7 026.362 

14 Benefits paid to or for members (Part IX, column {A),~----~ • 0 

Ill 
15 Salaries, other compensation, employee benefits (Part IX, column {A), lines 5-10) 837.702 351.307 

a, 16a Professional fundraising fees (Part IX, column {A), line 11e) 0 Ill ......... 
C 
Ill b Total fundraising expenses (Part IX, column (D), line 25) ► 96.346 . -
a. 
)( 

17 Other expenses (Part IX, column (A), lines 11a-11d, 11f-24e) 767,650 462 958 UJ ..... 
18 Total expenses. Add lines 13-17 (must equal Part IX, column {A), line 25) . . 21 030 275 7,840.627 

19 Revenue less expenses. Subtract hne 18 from line 12 . . . . . . . . . . (34 547) 487 773 

oe Beginning or Current Year End or Year 
.sc 20 Total assets (Part X, line 16) . 35,100 125 35 568 012 ~ .............. 
:::il! 21 Total liabilities (Part X, line 26) 618,535 598 649 c('D ............. . . . 
-c zz 22 Net assets or fund balances. Subtract line 21 from line 20 . 34.481.590 34 969 363 

I Part~ll--1 Signature Block 
Under penelUes of pelJWY, I declare that I have examined this relum, Including accompanying schedules end slalernenls, end lo the besl of my knowledge end belief, 11 1s 
lrUB, correct, end complete Declaration of preparer (other than office ased on informalion of preparer as any knowledge. 

Sig)( ► Caroline Barnett 
Signature or officer 

Here 

► 
Caroline Barnett, Executive Director 
Type or print name and hUe 
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SCHEDULE 0 
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Oepartmenl of lhe Treasury 
lnlemal Revenue Service 
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Supplemental Information to Form 990 or 990-EZ 
Complete to provide information for responses to specific questions on 

Form 990 or 990-EZ or to provide any additional information. 
► Attach to Form 990 or 990-EZ. 

► Go to www.irs.gov/Form990 for the latest information. 

The Dream Center Foundation 

01. Officer, directors, etc. family relationship (Part VI, line 2) 

Caroline Barnett Mathew Barnett 

Director President 

Married 

Tommy Barnett Mathew Barnett 

Chairman President 

Parental 

Jack Care Sandra Care 

Director Director 

Married 

Rodney Jerkins Joy Enriguez 

Director Director 

Married 

Dr Cecil Stewart Evelyn Stewart 

Director Director 

Married 

Dr. Morris Cerullo Theresa Cerullo 

Director Director 

Married 

For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ. 

EEA 

0MB No 1545-0047 

2017 
Open to Public 
Inspection 

I 
Employer lden!Jflcatlon number 

41-2269686 

Schedule O (Fonm 990 or 990-EZ) (2017) 



Schedule O (Form 990 or 990-EZ) (2017) Paga 2 
Name of Iha organ,zatron Employer ldentlflcatron number 

The Dream Center Foundation 41-2269686 

Brett Grimes Marisa Grimes 

Director Director 

Married 

Richard Hutcheson Kelley Hutcheson 

Director Director 

Married 

Tim Hunt Resa Hunt 

Director Director 

Married 

Phil Liberatore Dana Liberatore 

Director Director 

Married 

Johnnie Moore Andrea Moore 

Director Director 

Married 

David Oddo Adele Oddo 

Director Director 

Married 

Jim Towsend Johanna Townsend 

Director Director 

EEA Schedule O (Form 990 or 990-EZ) (2017) 

,---- - - - - -----



Schedule O (Form 990 or 990-EZ) (2017) Page 2 
Name of Iha organ,zallon Employer 1dent1fication number 

The Dream Center Foundation 41-2269686 

Marn.ed 

Fred Wehba Susan Wehba 

Director Director 

Tom Jones Connie Jones 

Director Director 

Married 

02. Form 990 governing body review (Part VI, line 11) 

The return is reviewed by Randall Barton, Managing Director and Ron Cooper, CFO using 

audited financial statements prior to filing. 

03. Governing documents, etc, available to public (Part VI, line 19) 

The Dream Center Foundation makes it's financial statements available to the public by 

appointment at the foundation office. 

EEA Schedule O (Fenn 990 or 990-EZ) (2017) 



Exhibit 9 
 

Date Transmitted: May 31, 2018 
 

From: Ronald Holt (Dream Center Education Holdings – Affiliate) 
 

Subject: HLC Schools Proposed Student Notice (with attachment) 



From: Ronald L. Holt
To: Richardson, Chris C.
Cc: Randall Barton ( @gmail.com) @gmail.com); Murphy, Shelly M.; Richardson, Brent D.;

David Harpool
Subject: HLC Schools: Proposed Student Notice
Date: Thursday, May 31, 2018 8:24:44 PM
Attachments: image003.jpg

Notice About Accreditation Status - AiCO and AiIL.docx

Hi Chris, attached for your review and consideration is the proposed notice to be given to students
concerning DCEH’s plan to pursue an appeal of the actions that HLC has taken. This Notice, as you
know, follows the response that we have drafted to the memo from the Consent Judgment
Settlement Administrator, who, among other things, has called out DCEH on the fact that we have
told the students of the HLC schools that the schools remain accredited but HLC on its website says
they do not. So, our response to the Administrator explains we were misled by HLC and are now
appealing HLC’s actions and that we will be issuing notice to the students to inform them of the
appeal we are taking. I think that, even if all we do is set up a meeting with the HLC Executive
Committee in Chicago to get them to ‘stand down’ to some extent on their position, we are still
‘appealing’ or challenging the HLC position, so sending out the notice now, but later not actually
pursuing a full-blown internal appeal would not be inconsistent. But that is something that you and
Randy will have to weigh. Certainly, for now, we have told HLC that we are challenging their action,
their action is adverse to our students, these HLS schools are still open and we have to take action to
serve the interests of these students. Regards, Ron
 
 
 
Ronald L. Holt, Attorney

RFGR_Logo 1100 Walnut Street, Suite 2900
Kansas City, Missouri 64106
www.rousefrets.com

NOTICE OF CONFIDENTIALITY: The information contained in this e-mail, including any attachments, is confidential and
intended only for the above-listed recipient(s).  This e-mail (including any attachments) is protected by the attorney-client
privilege, the work-product doctrine(s) and/or other similar protections.  If you are not the intended recipient, please do not
read, rely upon, save, copy, print or retransmit this e-mail.  Instead, please permanently delete the e-mail from your computer
and computer system.  Any unauthorized use of this e-mail and/or any attachments is strictly prohibited.  If you have received
this e-mail in error, please immediately contact the sender.  Thank you. 
DISCLAIMER:  E-mail communication is not a secure method of communication.  Any e-mail that is sent to or by you may be
copied and held by various computers as it passes through them.  Persons we don’t intend to participate in our
communications may intercept our e-mail by accessing our computers or other unrelated computers through which our e-mail
communication simply passed.  I am communicating with you via e-mail because you have consented to such communication. 
If you want future communication to be sent in a different fashion, please let me know.
Circular 230 Disclosure: Any advice contained in this email (including any attachments unless expressly stated otherwise) is
not intended or written to be used, and cannot be used, for purposes of avoiding tax penalties that may be imposed on any
taxpayer.
 



The Illinois Art Institute 

The Art Institute of Colorado 

June 1, 2018 

Update for Our Students on Our Accreditation Status 

Several months ago we informed you that, on January 19, 2018, the ownership of The Art 
Institute of Colorado and The Illinois Art Institute was transferred from subsidiaries of Education 
Management Corporation (EDMC) to subsidiaries of Dream Center Education Holdings, LLC 
(DCEH) and its parent, Dream Center Foundation (DCF), both of which are tax exempt, 
nonprofit organizations.  

Before the transfer of ownership occurred, EDMC had requested and obtained consent from the 
primary  regulatory agencies that oversee these two Art Institutes, i.e., the U.S. Department of 
Education, the Higher Learning Commission (HLC), the Illinois Board of Higher Education and 
the Colorado Department of Education.  

In giving its consent, HLC changed the accreditation status of these two Art Institutes to what it 
called “Change of Control Candidate for Accreditation.” But, based on the HLC letters that 
EDMC and DCEH received prior to change in ownership, we understood and believed that the 
two Art Institutes would continue to be treated as accredited institutions and that the schools only 
needed to demonstrate full compliance with certain requirements and could do this as soon as six 
months from the change in ownership.   

After the change in ownership occurred, however, HLC published a notice on its website which 
stated that these two Art Institutes, as of January 19, 2018, ceased to hold accreditation with 
HLC and that any credits and degrees earned at these Art Institutes after that date would not be 
accredited.  Since then, on several occasions, we have sent correspondence to HLC to protest the 
position it has taken, which we believe is inconsistent with HLC statements made prior to the 
change in ownership, HLC standards and your interests and reasonable expectations. We are now 
beginning the process of pursuing an internal appeal with HLC. 

We, of course, cannot predict the outcome of the appeal, but we are hopeful that it will be 
resolved in a favorable manner, and we will keep you closely informed on all developments.   

Sincerely 

Mr. David Ray 

Mr. Elden Monday 



Exhibit 10 
 

Date Transmitted: June 1, 2018 
 

From: [Redacted] 
 

Subject: My Feedback 
 



From: Crowley, John E.
To: Murphy, Shelly M.; Richardson, Brent D.; Richardson, Chris C.
Subject: Fwd: My feedback
Date: Friday, June 1, 2018 12:47:26 PM

FYI

 jc

Begin forwarded message:

From: "Carson, Monica" < @dcedh.org>
Date: June 1, 2018 at 9:26:30 AM MST
To: "Brown, Claude" @aii.edu>, "Crowley, John E."

@dcedh.org>, "Prince, Todd" @dcedh.org>
Subject: FW: My feedback 

FYI....
 

From:  
Sent: Friday, June 01, 2018 9:13 AM
To: Jones, Joshua E. @aii.edu>; Pond, Josh @aii.edu>; Carson, Monica

@dcedh.org>; Hernandez, Justin R. <j @aii.edu>; Richardson,
Brent D. @dcedh.org>
Subject: My feedback
 
It is with an intense amount of sadness that I am submitting my resignation to The Art
Institute of Colorado, effective today, June 1, 2018.  This is not a decision that I am
making without an extreme amount of forethought and internal angst as I have
dedicated thirteen years of my life to this college for a mission that I completely
believed in. 
 
The events of the last six months have made it impossible for me to continue my
employment.  I can no longer continue enrolling students without compromising my
ethics and morals.  When the admissions department was initially told about our
“Change of Status Candidacy” it was presented as a misunderstanding with HLC that
would quickly be resolved.  Our team was told to “punt” on any questions we received
about that status and to change the conversation to a more favorable topic.  We
believed what we were told and dutifully continued to enroll for the July class.  As time
went on, I began to realize that perhaps we were not given the full story, and concerns
began to arise about our upcoming July start.  What was presented as a glitch that
would quickly be resolved is now obviously something much bigger.  
 
My heart breaks for the students who have trusted us so completely.  Our July class has
students who have shelled out money for plane tickets to visit the campus, turned

mailto:/O=EDMC/OU=EXCHANGE ADMINISTRATIVE GROUP (FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=0E4BEB3BD35F45448F6804609667CB80-CROWLEY, JOHN
mailto:/o=EDMC/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=5fdc38c5e0cf42a38f409b909562306b-Murphy, Shelly
mailto:/o=EDMC/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=28a34d77f6a4449eaecd8bd82068643f-Richardson, Brent
mailto:/o=EDMC/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=f66f54b221604a8fb37773f1ed39338a-Richardson, Chris


down scholarships to other institutions, and left other stable opportunities for the
reputable education they believe we will give them.  These students have not been
given all of the necessary and appropriate information they need to make the best
choice for their own futures.  If our HLC visit does not result in our accreditation being
restored, these students will have tangible damages against the school and I want no
part in that legal debacle.
 
Perhaps if I had been given legitimate reassurance from The Dream Center Leadership
in less than two weeks time, I would be able to continue my employment. 
Unfortunately, instead of reassurance, the only actions taken have been to increase our
July start goal.  It is now public knowledge, as disclosed in the Republic Report, that our
accreditation is lacking and there has yet to be any communication from DCEH.  It is
only a matter of time before the story is disseminated across more mainstream
sources.  While  has attempted to soothe the
admissions team, it is abundantly clear that his hands are tied.   I can now only assume
the words printed online speak the truth about AiC’s situation, and I can no longer, in
good faith, continue to participate.
 
I will be forever grateful for my years  at The Art Institute of Colorado.
Being surrounded by such incredibly creatively brilliant students has been an honor. I
have had the privilege of working with amazing and dedicated faculty and staff, who
have forever impacted my life.  Hopefully, my fears of an unsuccessful HLC visit are
unwarranted and the best years of AiColorado are yet to come.  I truly hope for only
the best for my colleagues, my friends, and most importantly, my students.
 
Sincerely,
 

 
 

 

 
 

  
 

 



 

 
 



Exhibit 11 
 

Date Transmitted: Aug. 3, 2018 
 

From: Shelly Murphy (Dream Center Education Holdings) 
 

Subject: Re: DOE Correspondence 
 





Exhibit 12 
 

Date Transmitted: July 3, 2018 
 

From: Randall Barton (Dream Center Foundation/Dream Center Education Holdings) 
 

Subject: Re: HLC – Any News 
 



From: Randall Barton
To: Ronald L. Holt
Cc: Crowley, John E.; David Harpool; Garrett, Chad; Richardson, Brent D.; Richardson, Chris C.; Murphy, Shelly M.
Subject: Re: HLC - Any News?
Date: Tuesday, July 3, 2018 5:37:43 PM

We just got off the phone with DOE.  It appears HLC is in sync with retro accridation and
teach out plans. Dianne at all 3 accriditors on and they will all agree to one plan with
Department blessing and hopefully funding from the LOC. 

On Tue, Jul 3, 2018 at 2:27 PM Ronald L. Holt < @rousefrets.com> wrote:

Hi All, based on the media stories, I am sure you are quite busy dealing with lender issues
and other ramifications of moving forward on plans to close 30 campuses. My only purpose
in writing is to ask whether we have heard from DOE about its efforts to get HLC to accept
our proposal to reinstate accreditation for ILIA and AIC? Ron

 

Ronald L. Holt, Attorney

1100 Walnut Street, Suite 2900
Kansas City, Missouri 64106
www.rousefrets.com

NOTICE OF CONFIDENTIALITY: The information contained in this e-mail, including any attachments, is confidential and
intended only for the above-listed recipient(s).  This e-mail (including any attachments) is protected by the attorney-client
privilege, the work-product doctrine(s) and/or other similar protections.  If you are not the intended recipient, please do not
read, rely upon, save, copy, print or retransmit this e-mail.  Instead, please permanently delete the e-mail from your computer
and computer system.  Any unauthorized use of this e-mail and/or any attachments is strictly prohibited.  If you have
received this e-mail in error, please immediately contact the sender.  Thank you. 

DISCLAIMER:  E-mail communication is not a secure method of communication.  Any e-mail that is sent to or by you may be
copied and held by various computers as it passes through them.  Persons we don’t intend to participate in our
communications may intercept our e-mail by accessing our computers or other unrelated computers through which our e-
mail communication simply passed.  I am communicating with you via e-mail because you have consented to such
communication.  If you want future communication to be sent in a different fashion, please let me know.

Circular 230 Disclosure: Any advice contained in this email (including any attachments unless expressly stated otherwise) is
not intended or written to be used, and cannot be used, for purposes of avoiding tax penalties that may be imposed on any
taxpayer.

 

-- 
Randall K. Barton
Mobile:  



Exhibit 13 
 

Date Transmitted: June 6, 2017 
 

From: Director, Accreditation Division - Herman Bounds (U.S. Dept. of Education) 
 

Subject: Accreditation Effective Date 





Exhibit 14 
 

Date Transmitted: May 28, 2019 
 

From: U.S. Department of Education 
 

Subject: Responses to Sen. Durbin Questions for the Record 
 



Question.  a. On November 16, 2017, the Higher Learning Commission (HLC) withdrew 
accreditation from the Illinois Institute of Art and Art Institute of Colorado campuses of Dream 
Center Education Holdings (DCEH)—transitioning them to “candidates for accreditation”—
effective January 20, 2018.  DCEH continued to represent these campuses as accredited by HLC 
to students.  On August 2, 2018, David Halperin of the Republic Report published a report that at 
a meeting at Department headquarters a group of Department staff, led by Diane Auer Jones, told 
a delegation from DCEH, including CEO Brent Richardson, to publicly represent that the Illinois 
Institute of Art and Art Institute of Colorado continued to be accredited. 

  
On August 30, 2018, I led a group of Senators in writing to you about these 

allegations.  The Department responded on December 4, 2018 in a letter signed by Assistant 
Secretary for Legislation and Congressional Affairs Peter Oppenheim.  In its response, the 
Department stated that, prior to the August 2 report, “only two meetings between Department 
personnel and DCEH representatives occurred in regard to DCEH and the impending closures of 
many of its campuses”—one on June 14, 2018 and the other on July 18, 2018.  

  
b. Was the topic of DCEH’s HLC accreditation status discussed at either the June 14, 2018, 

or July 18, 2018, meetings?  If so, please describe the nature of those discussions and any requests 
made by DCEH participants of the Department related to its HLC accreditation status, including 
any request for guidance or Department intervention with HLC. 

  
Answer.  a. On November 16, 2017, the Higher Learning Commission (HLC) decided to 

put the Illinois Institute of Art and Art Institute of Colorado campuses of Dream Center Education 
Holdings (DCEH) on Change of Control Candidacy Status” (“CCC-Status”) effective on January 
20, 2018. According to HLC’s standards and policies, as well as the letter that HLC sent to the 
Department in November 2017, the agency views CCC-Status as the equivalent of preaccredited 
status. Institutions that are in preaccredited status are eligible to participate in Federal student aid 
programs. HLC knew that the institutions were participating in Federal student aid programs and 
did not notify the Department that they had taken an adverse action against the institutions, which 
would have disqualified these institutions from participating in Federal student aid programs. It 
was only in the case of the Illinois Institute of Art and Art Institute of Colorado that HLC used a 
novel interpretation of preaccreditation as a non-accredited status, but this interpretation is in 
violation of HLC’s own policies and Department regulations. Therefore, the Department must 
emphasize that is not true that the campuses were not accredited during this period. 

  
Nevertheless, the confusion about the Art Institutes’ accreditation status caused the 

Department to closely review HLC’s policies and procedures about its CCC-Status. During the 
course of this review, the Department also watched a video of a meeting with HLC site visitors, 
faculty and students at the Chicago campus. In that video the HLC site visitors referred to CCC-
Status as some sort of technical interim phase as a result of the change of ownership, similar to a 
probation or show cause. Having reviewed HLC’s policies and procedures, its communications 
with the Art Institutes and the site visit video, the Department is concerned that HLC’s CCC-Status 
is in violation of HLC’s own policies as well as the Department’s recognition criteria because HLC 
has used the status to convert two accredited schools to non-accredited status solely as a result of 
a change in ownership without putting them on probation or show cause, or otherwise affording 
them the due process protections of an actual adverse action. 



  
While HLC has every right to revoke accreditation, the agency did not follow the 

appropriate procedures to do so for the Illinois Institute of Art and Art Institute of Colorado. There 
is no provision in the Department’s regulations for an adverse action that would revoke 
accreditation and at the same time award candidacy status. Indeed, the letter advising the Art 
Institutes of their CCC-Status refers to the status as a “preaccreditation status.” However, there is 
no adverse action that would automatically transition an accredited institution to a preaccredited 
institution rather than a non-accredited institution. 

  
b. During the June 14, 2018 meeting, DCEH asked a question about the effective date of 

full accreditation if HLC made a positive decision following the upcoming site visit. Ms. Jones 
explained that HLC would determine the effective date, and that DCEH should review the agency’s 
policies regarding retroactive accreditation to determine what that date might be. The Department 
also instructed DCEH to notify HLC immediately that they had decided to teach-out a number of 
campuses. 

  
Although a question about the institutions’ current accreditation status was not asked 

during the June 14th meeting, the Department believed that the campuses were in an accredited 
status at that time, or the Department would not have allowed the institutions to participate in title 
IV programs. In the November 2017 letter from HLC to the Department, CCC-status was described 
as a preaccredited status. According to the Department’s regulations, preaccreditation is an 
accredited status. The Department believed then, and continues to believe, that these campuses 
were in accredited status until their date of closure. 

  
Following the June 14th meeting, Ms. Jones expressed to Department staff her concern 

about DCEH’s ability to manage a teach-out of this magnitude and complexity and volunteered to 
contact each of the involved accreditors, except ACICS, to discuss the teach-out and to see if the 
accreditors would be willing to work together to review the teach-out plan and share regular 
updates with the Department about that status of the teach-outs. Ms. Jones did not reach out to 
ACICS because during this time she was involved in the review of ACICS’s Part II submission 
and did not believe that she should be in communication with ACICS. The other involved 
accreditors (WASC, Middle States, SACSOC, HLC and Northwest Commission) agreed that it 
would be best to work together to review and approve a “master” teach-out plan that was 
satisfactory to everyone. Ms. Jones then notified DCEH that the accreditors would be working 
together to review teach-out plans and provide guidance as a group. Once the teach-out began, Ms. 
Jones held bi-weekly calls with the accreditors (excluding ACICS) to share information and hold 
DCEH accountable for providing information or taking actions requested by accreditors. These 
calls were not to intervene on DCEH’s behalf. Instead, they were to make sure that DCEH was 
meeting accreditor requirements and to reiterate to DCEH that they needed to follow accreditor 
instructions. 

  
On July 10, 2017, Ms. Jones became aware of the notification that HLC had posted on its 

website regarding the accreditation status of these institutions. This was the first time Ms. Jones 
had seen any reference to CCC-Status being a non-accredited status; however, in its web 
notification, HLC referred to CCC-status as being “recognized” status and indicated that the 
institution has met the requirements for candidacy. Candidacy status, also called preaccreditation, 



is an accredited status under Department regulations. There is no such thing as a non-accredited, 
recognized status. 

  
On July 17, 2017, during a call with accreditors, HLC notified Ms. Jones that these 

institutions had misrepresented their accreditation status on their websites. Several accreditors on 
that call provided information to Ms. Jones about other issues that DCEH had to address. Ms. Jones 
typed up that list of action items for DCEH, which included the directive to accurately reflect the 
accreditation status of the institutions. 

  
On July 18, 2018, during the meeting with DCEH, Ms. Jones told DCEH employees that 

they needed to update their websites to accurately reflect their accreditation status using the 
language provided by HLC. Ms. Jones also provided DCEH with a written copy of the list she 
made based on the accreditor call the previous day. She asked DCEH to provide a response within 
one week to prove that they had taken corrective action for each item on the list. When Ms. Jones 
followed up with DCEH to see if they had taken corrective action, DCEH said that the list she had 
provided was not the bulleted list discussed at the meeting on July 18, 2018. Ms. Jones then 
forwarded DCEH an electronic copy of the bulleted list. Subsequently, Ms. Jones followed up with 
HLC to be sure that DCEH had corrected their website to HLC’s satisfaction. HLC confirmed that 
the correction had been made. 

  
Question.  The Department’s qualification that these meetings were related to the 

“impending closures” of DCEH campuses, raises additional questions. 
  
a. Please provide the date of all meetings between the Department and DCEH officials 

which occurred between November 16, 2017 and August 2, 2018.  Please provide the stated 
purpose of any meetings and a list of individuals present. 

  
b. Please provide the date of all meetings between the Department and DCEH officials 

which occurred between November 16, 2017 and August 2, 2018 at which DCEH’s HLC 
accreditation status was discussed.  Please provide a list of individuals present.  Please describe 
the nature of those discussions and any requests made by DCEH participants of the Department 
related to its HLC accreditation status, including any request for guidance or Department 
intervention with HLC. 

  
Answer.  a. Due to the complexity of the request and competing priorities, and in some 

instances, inability to analyze and validate data within the requested timeframe, Department 
officials were unable to draft a response to accommodate the Senate deadline. Thus, the 
Department was unable to provide a response for insertion into the official hearing record at this 
time. The Department regrets the inconvenience and commits to providing a response to the 
Committee as soon as possible. Department staff will regularly provide updates to Congressional 
staff regarding expected delivery of this response. 

  
b. As stated above, on July 18, 2018 the Department met with DCEH officials to continue 

ongoing discussions about closing the institutions and to provide instructions to DCEH. Diane 
Jones also notified DCEH in this meeting that they would be required to change their website to 



represent their accreditation status to students, as required by HLC. DCEH did not request that the 
Department intervene on their behalf to HLC in the meeting. 

  
The following individuals attended the meeting: 
- Diane Jones (OUS) 
- A. Wayne Johnson (FSA)  
- Justin Riemer (OGC)  
- Brent Richardson (DCEH)  
- Shelly Murphy (DCEH) 

COMMUNICATIONS AND DOCUMENTATION REGARDING DCEH 

Question.  Please provide all documents and communications between DCEH and any 
Department staff or official, including Ms. Jones, related to the November 16, 2017, HLC decision 
or DCEH’s HLC accreditation status. 

  
Answer.  Due to the complexity of the request and competing priorities, and in some 

instances, inability to analyze and validate data within the requested timeframe, Department 
officials were unable to draft a response to accommodate the Senate deadline. Thus, the 
Department was unable to provide a response for insertion into the official hearing record at this 
time. The Department regrets the inconvenience and commits to providing a response to the 
Committee as soon as possible. Department staff will regularly provide updates to Congressional 
staff regarding expected delivery of this response.  

HIGHER LEARNING COMMISSION ACTIONS AND DCEH CHARACTERIZATION 
OF ACCREDITATION STATUS 

Question.  In the Department’s response to Question 1 of the August letter, it states that 
“it was not until a July 17, 2018, conversation with [the Higher Learning Commission (HLC)] 
that Ms. Jones learned that DCEH had incorrectly described its accreditation status to 
students.”  On June 26, 2018, I sent a letter to HLC President Barbara Gellman-Danley about 
media reports that DCEH was misrepresenting the accreditation status of its Illinois Institute of 
Art and Art Institute of Colorado campuses after the schools lost HLC accreditation on January 
20, 2018.  I sent a copy of that letter to Julian Schmoke, then the Department’s Chief Enforcement 
Officer, through the Office of Legislation and Congressional Affairs (OLCA).  Ms. Jones was at 
the Department at that time. 

  
a. Did OLCA provide a copy of that letter to Mr. Schmoke?  If so, please provide the date 

on which it was provided to Mr. Schmoke. 
  
b. Did OLCA provide a copy of that letter to any other office or Department official, 

including the Office of the Secretary or Ms. Jones?  If so, please provide a list of individuals and 
the dates on which it was provided. 

  



c. Was Ms. Jones aware of HLC’s decision, effective January 20, 2018, to remove the 
accreditation of the Illinois Institute of Art and Art Institute of Colorado campuses prior to July 
17, 2018?  If so, when and through what method did Ms. Jones learn of HLC’s action? 

  
d. Were other Department officials aware of HLC’s decision, effective January 20, 2018, 

to remove the accreditation of the Illinois Institute of Art and Art Institute of Colorado campuses 
prior to July 17, 2018?  If so, please provide a list of individuals and their positions?  When and 
through what method did these individuals learn of HLC’s action? 

  
Answer.  a. The letter was forwarded by email by a staff member in OLCA to Julian 

Schmoke on June 26, 2018. 
  
b. The letter was received by a staff member in OLCA and was forwarded to the following 

individuals on June 26, 2018 by email: 
- Lynn Mahaffie 
- Kathleen Smith 
- Chris Greene 
- Herman Bounds 
- Christine Isett 
- Todd May 
- Peter Oppenheim 
- Jenny Prescott 
- Molly Peterson 
Diane Jones did not receive a copy of the letter. 
  
c. As stated above, the Illinois Institute of Art and the Art Institute of Colorado were in the 

equivalent of a preaccredited status between January 20, 2019 and the date of closure of the 
campuses. HLC’s CCC-Status is the equivalent of a preaccredited status under the Department’s 
regulations, which is an accredited status. 

  
On July 10, 2017, Shelly Murphy of DCEH sent Ms. Jones an email that included 

information HLC had posted about the two institutions on the HLC’s website. That was the first 
time Ms. Jones understood that HLC was treating CCC-Status as a non-accredited status rather 
than as a preaccredited status. Ms. Jones had no knowledge that HLC considered CCC-Status to 
be a non-accredited status until July 10, 2018, although even then HLC’s explanation of CCC-
Status was unclear. During a call with accreditors on July 17, 2018, Ms. Jones learned for the first 
time that the institution's websites inaccurately described their accreditation status. Ms. Jones 
notified DCEH in a meeting on July 18th that they must correct their website to reflect HLC’s 
language about the institution’s accreditation. 

  
d. Due to the complexity of the request and competing priorities, and in some instances, 

inability to analyze and validate data within the requested timeframe, Department officials were 
unable to draft a response to accommodate the Senate deadline. Thus, the Department was unable 
to provide a response for insertion into the official hearing record at this time. The Department 
regrets the inconvenience and commits to providing a response to the Committee as soon as 



possible. Department staff will regularly provide updates to Congressional staff regarding 
expected delivery of this response. 

  

DEPARTMENT DIRECTION TO DCEH TO ACCURATELY REPRESENT 
ACCREDITATION STATUS 

Question.  The Department’s response to Question 1 further states that on July 18, 2018, 
Ms. Jones “advised representatives of DCEH (at the meeting and in writing) that they must provide 
students with accurate information about their institution’s accreditation status…”.  Please 
provide a copy of the written direction from Ms. Jones to DCEH to which the Department is 
referring. 

  
Answer.  Enclosed in this response is an email, with an attachment of the list, sent from 

Diane Jones to Shelly Murphy of DCEH via email on August 2, 2018. Ms. Jones handed a printed 
copy of the list to Ms. Murphy on July 18, 2018, and later when Ms. Murphy said that she had 
been given the wrong document, Ms. Jones emailed a copy to her. 

<image003.png> 

SETTLEMENT ADMINISTRATOR FINDING OF MISREPRESENTATION BY DCEH 

Question.  Regardless of what role, if any, the Department may have played in the 
misrepresentation, it has failed to meet its legal responsibility to provide the borrower defense 
discharges to which Illinois Institute of Art and Colorado Art Institute students are entitled under 
the Higher Education Act based on DCEH’s misrepresentation.  In its December 4 response, the 
Department reported that it has not opened an investigation into the misrepresentation despite 
acknowledging that it occurred.  As apparent justification, the Department noted that a review of 
online videos from July informational meetings held for students at the closing Illinois Institute of 
Art campus “clearly show that the students had, at some point prior to the meetings, learned that 
the school was not in accredited status.”  In other words, because a video shows that some small 
number of students eventually learned the truth about their school’s accreditation, the Department 
believes no action against DCEH or relief for students is necessary based on the 
misrepresentation.  By clinging to this outrageous and legally dubious position, the Department is 
failing to uphold its responsibility to enforce federal Title IV laws and regulations and ignoring 
the harm done to students by DCEH’s misrepresentations. 

  
HLC recognized the harm to students of not knowing that their campuses were no longer 

accredited.  In its public disclosure announcing that its removal of accreditation had taken effect, 
HLC noted that students should know that “their courses or degrees are not accredited by HLC 
and it is possible that they will not be accepted in transfer to other colleges and universities or 
recognized by prospective employers.”  In other words, students could be taking on debt to attend 
worthless courses or get a worthless degree. 

  
A 2015 settlement between Education Management Corporation and 39 state attorneys 

general and the District of Columbia established a Settlement Administrator to enforce the terms 
of the settlement—which became binding on DCEH as part of its acquisition of EDMC schools.  In 



February, Settlement Administrator Thomas Perrelli released his Third Annual Report which 
found that DCEH violated the settlement as a result of its “failure to advise students that certain 
schools had lost their accreditation.”  Mr. Perrelli found that “DCEH did not inform Illinois 
Institute of Art or Art Institute of Colorado students or prospective students that it had lost 
accreditation” despite being “obligated” by HLC to do so.  Instead, Mr. Perrelli found that DCEH 
“revised the accreditation statement on its website to expressly claim that the schools “remain 
accredited as a candidate school” which was “inaccurate and misleading.”   

  
During the time DCEH failed to disclose its loss of accreditation status to students and 

made express misrepresentations, “students stayed in the unaccredited schools” and “registered 
for additional terms and incurred additional debts, for credits that were significantly less likely to 
transfer to other schools and towards a degree that was to have limited value.”  Mr. Perrelli found 
that these problems were “exacerbated dramatically when DCEH announced in July that it would 
be closing those schools, leaving many of those students dependent on the transferability of their 
credits to further their education.”  He concludes that DCEH’s eventual correction of its 
misleading statements “did not resolve” the harm students had experienced. 

  
a. Please respond to Mr. Perrelli’s findings related to DCEH’s misrepresentation of its 

accreditation status and failure to disclose its loss of accreditation to students. 
  
b. In the aftermath of Mr. Perrelli’s findings and the subsequent misconduct by DCEH 

related to missing student stipends and the precipitous closure of Argosy and its other institutions, 
will the Department open an investigation into the accreditation misrepresentation at Illinois 
Institute of Art and Art Institute of Colorado? 

  
Answer.  a. As stated above, the Illinois Institute of Art and the Art Institute of Colorado 

were in the equivalent of a preaccredited status between January 20, 2019 and the date of closure 
of the campuses. HLC’s CCC-Status is the equivalent of a preaccredited status under the 
Department’s regulations. 

  
b. The Department has asked HLC to review its standards since the Department believes 

that HLC’s standards do not support a determination that theses campuses were in non-accredited 
status. The Department believes HLC was out of compliance with Department regulations in 
attempting to move an accredited institution to preaccredited status, and then making an 
accreditation decision based on a focused site visit. Moreover, HLC’s policies require that an 
institution which loses accreditation to sit out for five years. Therefore, it is not possible that CCC-
Status is a nonaccredited status. 
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Date Transmitted: July 25, 2018 
 

From: Principal Deputy Under Secretary Diane Auer Jones (U.S. Department of Education) 
 

Subject: Retroactive establishment of the date of accreditation 
 



UNITED STATES DEPARTMENT OF EDUCATION 

THE UNDER SECRETARY 

MEMORANDUM 

DATE: 

TO: 

FROM: 

SUBJECT: 

July 25 , 2018 

Accrediting Agency Executive Directors and Presidents 

Diane Auer Jones, Principal Deputy Under Secretary, Delegated to Perform th 
Duties of Under Secretary and Assistant Secretary for the Office of Postsecond ry 
Education 

Retroactive establishment of the date of accreditation 

The purpose of this correspondence is to retract the U.S. Department of Education's June 6, 
2017, guidance regarding accreditation effective dates used by accrediting agencies. In the 

earlier guidance document, the Department determined that an agency could not establish a 
retroactive accreditation date due to the fact that key events in the initial recognition process, 
such as site visits, are not conducted by the agency's decision-making body. 

Upon further consideration, the Department agrees with the recommendation provided by the 
National Advisory Council for Institutional Quality and Improvement and will permit the 
retroactive application of a date of accreditation, following an affirmative accreditation decision, 
as described below. 

Our change of position is based on our recognition that some programmatic or specialized 

accreditors require a program to enroll and/or graduate one or more students prior to rendering a 
final accreditation decision for that program. Our June 6, 2017, policy would render students 
who enrolled during the accreditation review period, as is required by some accreditors, 
ineligible for certain credentialing opportunities or jobs even though they completed the program 

that was awarded accreditation based on the quality of the program during the time these 

students were enrolled. 

Therefore, the Department will now permit agencies to establish a retroactive accreditation date 
that goes back no farther than the beginning of the initial accreditation review process to ensure 
that credits and credentials awarded to students who were enrolled or completed a program 
during the formal initial accreditation review, or a review following a change in ownership or 

control, are from an accredited program. 

The initial accreditation review process begins on the date on which the accreditor completes its 
review of the program' s initial application for accreditation or change of ownership or control 

400 MARYLAND AVE. S.W., WASHINGTON, DC 20202 

www.ed.gov 



review and places the program on the pathway for accreditation or reinstatement of accreditation. 

Some accreditors use the term applicant status, candidacy status or pre-accreditation status to 

describe the point at which the program is officially recognized as being on the pathway to 

accreditation, but this terminology is not required as long as the accreditor has a process in place 

to receive, review and approve initial or change of ownership or control applications, and upon 

an affirmative application review decision (which can be made by agency staff, an agency 

decision body or a subcommittee of an agency decision body), consider the program to be in the 

process of seeking accreditation or reinstatement of accreditation. The initial accreditation 

review process does not begin the day an application is submitted by the program or the date on 

which the application was received by the accreditor, but instead on the date on which the 

application was approved and the program was permitted to pursue accredited status, or on the 

date on which ownership or control changed. 

In the event that the initial application review is extended by the accreditor, including to provide 

additional time for the program to graduate an initial cohort or come into full compliance based 

on a good cause determination by the accreditor, then the initial review period extends to the date 

agreed to by the program and the accreditor. All students enrolled during that time period, 

including the extension, may be considered to have enrolled in or graduated from an accredited 
program. However, if the initial application results in denial and a new application must be 

submitted to initiate a new review process, the students who enrolled in or completed the 

program during the initial application process would not be eligible to benefit from a retroactive 

effective date based on an affirmative award resulting from the second initial application for 

accreditation, except that if accreditation was granted prior to that student ' s graduation, the 

student would then be considered to have graduated from an accredited program. 

Accreditors that utilize retroactive establishment dates to serve students enrolled in programs that 

receive an affirmative accreditation decision may elect to establish the effective date based on 

their standards and criteria and the approval of the agency's appropriate decision-making body. 
Our original guidance suggested that the date of accreditation had to coincide with an affirmative 

decision of the agency' s relevant body. However, none of the regulations cited in our prior 

guidance specify that accreditation can only be granted on a prospective basis. See 34 C.F.R. §§ 

602 .15, 602.18, 602.22. Indeed, the fact that one of the regulations contains an express 

prohibition on retroactive accreditation in one specific context (when there has been a 

substantive change) strongly suggests that there is not a general rule prohibiting retroactive 
accreditation, since such a general rule would make a specific prohibition unnecessary. See 34 

C.F.R. § 602.22(b). And although it is true that the decision-making body is distinct from the 

evaluation body, and that the evaluation body that conducts the on-site review does not have 
decision-making authority, it does not follow that the decision-making body is prohibited from 

giving retroactive effect to an accreditation decision, either specifically back to the date of on­

site review or back to any other prior date. We now recognize that the agency ' s decision-making 

body, though potentially not involved directly in an event that establishes the retroactive date, 

2 



will be making a decision about the program's accreditation status and should be able to 
determine a retroactive date of accreditation based on the agency's standards and criteria and the 

program' s demonstrated ability to meet certain milestones. The effective date may go back as 
far as, but cannot be prior to, the date on which the agency completed the review of the 
program's application and officially recognized the program as being in the accreditation review 
process. 

If you have any questions about the retraction of our earlier guidance or the revised guidance 

provided herein, do not hesitate to contact Herman Bounds, Director of Accreditation at (202) 
453-6128 . 

3 
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U.S. DEPARTMENT OF EDUCATION 

 

 

Alterations from Current TPPPA Amendment required for Requested Future State: 
1. Increase reimbursement cap from $50MM to $75MM 
2. New biweekly reimbursement run rate of $5MM beginning on 10/23/18 
3. Catch‐up payment of $13MM to be submitted on 10/23/18 in addition to scheduled reimbursement payment 
4. July, November, December rent payments are reimbursable 
5. An acceptance letter is acceptable documentation to substantiate enrollment (FSA's current guidance is an 

enrollment agreement is required) 
6. External Grants: Payments made directly to the transfer institution with a signed student MOU version prior to 

September 2018 do not require proof of attendance.  (Original MOU did not require proof of attendance; we 
updated MOU to incorporate attendance requirement upon execution of TPPPA amendment) 

7. DCEH requests that the Department expand the TPPPA scope to include reimbursement of appropriate teach-
out related costs for Argosy University – Nashville, which will now close on December 31, 2018 (originally 
scheduled to close August 31, 2019). 

8. DCEH requests an exception to the student loan discharge policy to allow the approximately 804 students 
enrolled in non-licensure programs (programs that will close in 2018) at the six campuses (shown in Table 2) to 
apply for student loan discharge, even though the licensure programs at the six campuses will not close until 
2019 or 2020. Note: The calculation of 804 students represents the maximum number of non-licensure 
program students eligible for student loan discharge at the six locations. Many of the 804 students will choose 
to transfer and, ultimately, will not apply for loan discharge.  

9. Expenses from campuses with licensure students who may require instruction beyond 12/31/18 (<300 students 
in total) are reimbursable. OPEID numbers, and forecast closure dates for those six campuses appear in Table 

in $MMs Current State Requested 
Future State 

COMMENTS 

Reimbursed to Date $                 18.3 $                    18.3  
    
Submission Under DOE 
Review:  10/9/2018 4.0 4.0 

 
 

    
Future Reimbursement 
Schedule: 

   

10-23-2018 4.0 18.0 New normal run rate of $5MM + $13Mm catch-up 
11-06-2018 4.0 5.0  
11-20-2018 4.0 5.0  
12-04-2018 4.0 5.0  
12-18-2018 4.0 5.0  
1-03-2019 4.0 5.0 Reimbursements stream could be lengthened 

based on timing of external transfer grants (TPPPA 
amendments allows for reimbursement up to 3-
31-2019) 

1-17-2019 3.7 5.0  
1-31-2019 -- 4.7  
 $                 50.0 $                    75.0  



2 (below):  
 

Table 2: Campuses Closing in 2019 and 2020 

                                 Campus and OPEID Number Forecast Closure Date 

Argosy University - San Francisco Bay Area: 021799-08 December 31, 2020 

Argosy University – Dallas: 021799-19 August 31, 2019 

Argosy University – Denver: 021799-30 December 31, 2019 

 
Argosy University - Salt Lake City: 021799- 35 

 
December 31, 2019 

South University – Novi: 013039-14 December 31, 2019 

South University – Cleveland: 013039-22 December 31, 2019 

 

Additional request outside of TPPA- Re-Designate The Art Institute of Las Vegas as a main campus under ACICS 
  
1. The Art Institute of Phoenix (AiPX) is a current main location (OPE ID 040513-00).  This location is scheduled 

to close December 2018. There are two additional locations under the AiPX OPE ID.  Las Vegas – remains 
open--Indianapolis – closes December 2018 

2. Given the recommendation of the Senior Department Official regarding ACICS, DECH requests the following: 
a) Remove The Art Institute of Phoenix, its additional locations (Las Vegas and Indianapolis) and the 

Art Institute of Fort Lauderdale from the Argosy University merger request application that sought 
WSCUC accreditation 

b) Leave these institutions under ACICS accreditation 
c) Re-designate The Art Institute of Las Vegas as the main campus under ACICS accreditation with 

The Art Institute of Phoenix OPE ID (040513-00). 
d) In order to complete this change, DCEH requests that the Department open the Argosy University 

(OPE ID 021799-00) electronic application so that DCEH may remove The Art Institute locations in 
Phoenix, Indianapolis, Las Vegas and Fort Lauderdale. 

e) DCEH would need an expedited review by the Department to approve the Las Vegas location as 
the main campus on or before December 15, 2018 to avoid a potential campus closure in 2018. 

3.        South Inc, a public charity 501c3 
a) Ruling conversion from NP LLC to NP Corp not change of control (same board); or if it is  
b) Approval of the change of control no LC, no growth restrictions (do we need a pre-acquisition 

review or what do we need to file?) 
c) New OPIED number or agreement to leave all past liabilities with DCEH 
d) Help with SAACS to get change of control approved on expedited basis 

4.        Argosy 
a) Ruling that receivership would not impact Title IV 
b) Approval of transfer of Argosy to EGC (do we need to complete pre-acquisition review of what do 

they need to approve the transaction?) 
c) New OPIED number or agreement to leave all past liabilities of Argosy with DCEH 



d) OPIED number for Western States Law help to move it under South 
e) OPIED number for Ai Hollywood and Ai San Diego or help to get them moved as branches to one 

of the Ai campuses 
f) Help with WASC and HLC and possibly either SACCS or Northwestern to obtain c, d and e completed 

5.         The Art Institutes 
a) Ruling that receivership would not impact Title IV 
b) Approval of sale to Studio (pre-acquisition review or is there another expedited process, no LC or 

growth restrictions?) 
c) New OPIED number for Ai or agreement to leave liabilities with DCEH 
d) Approval to set up Las Vegas which is currently is a branch of Phoenix as the main (campus??) 
e) Change of control for Ai Pittsburgh to South 
f) Help with SAACS, Northwestern, WASC, HLC, Middle States and ACICS 

6.         Audit Extension through June 30, 2019    
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From: Randall Barton (Dream Center Foundation/Dream Center Education Holdings) 
 

Subject: Fwd: Communication with DOE  





  

Cooley is one of Fortune’s 100 Best Companies to Work For

Cooley GO > Start and build your business

 

This email message is for the sole use of the intended recipient(s) and may contain confidential and privileged information. Any
unauthorized review, use, disclosure or distribution is prohibited. If you are not the intended recipient, please contact the sender by reply
email and destroy all copies of the original message. If you are the intended recipient, please be advised that the content of this message
is subject to access, review and disclosure by the sender's Email System Administrator.

-- 
Randall K. Barton
Mobile:  
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