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Introduction
In recent years, colleges, universities and vocational schools 
have been closing at historically high rates. These closures 
have been driven by an array of factors including demo-
graphic fluctuations, regulatory changes, increased scrutiny 
over consumer protections, financial pressures, techno-
logical developments, and shifts in student desires and 
behavior. Regardless of the cause, without adequate safety 
measures and advance planning, an institutional closure is 
likely to yield dramatic, negative consequences for students. 
When a closure comes precipitously, i.e., without warning 
to students, accreditors, and regulators, students can be left 
stranded with their academic and financial future upended. 
Accreditors can and therefore must use their powers to re-
quire schools to adopt policies and procedures that will help 
identify and allay the risk of closure, but also adopt plans to 
mitigate, if not eliminate, many of the consequences in the 
event of closure. 

What is driving closures?
According to data compiled by the Chronicle of Higher 
Education, in the past five years more than 1,000 college 
campuses have closed, displacing nearly 500,000 students.1 
Although this paper does not seek to explain the root causes 
for an uptick in closures, accreditors seeking to mitigate and 
prevent harm to students must first understand some of the 
driving forces. Indeed, there are several important themes 
underpinning many of the closures. The vast majority of 
students affected by the closures attended for-profit institu-
tions: from 2014 to 2018, 88% of the campuses that closed 
were operated by for-profit colleges, and those campuses 
served approximately 450,000 students.2 That dispropor-
tionality was driven, in part, by the collapse of Corinthian 
Colleges and ITT. But of course nonprofit schools can close, 
have closed, and will, in all certainty, close in the future.

At a macro level, overall attendance and revenue has been 
declining since a peak nearly a decade ago. A total of $142 
billion in Title IV funds went to schools in the 2010-2011 

school year, compared to $119 billion in 2017-2018.3 That 
decline has been even more dramatic in the for-profit sector, 
falling from $32.6 billion to $14.8 billion over the same peri-
od.4 Data show that the earnings premium from a for-profit 
degree has been shrinking, likely also contributing to weaker 
student demand.5 

Demographics play a role as well, with declining popula-
tions putting pressure on schools in regions such as New 
England and the Midwest.6 For less selective schools in 
particular, students are less likely to attend a school far from 
home, so regional population trends weigh heavily on local 
institutions.7 

The proximate causes of closures are just as diverse. Some 
schools close their doors suddenly when they lose Title IV 
funds eligibility, as in the case of the Education Corpora-
tion of America, which closed one day after the Accrediting 
Council of Independent Colleges and Schools (ACICS) 
withdrew its accredited status. Others fail more slowly, 
such as the 41 campuses owned by Dream Center Education 
Holdings, which had been kept in limbo for months while 
the company searched for a buyer. The final straw for a 
school could also be an enforcement action or court judg-
ment, withdrawal of investor support, or any number of 
unforeseen events.

Nevertheless, this is not simply a problem in the for-profit 
sector. As detailed elsewhere, numerous for-profit institu-
tions are restructuring to take advantage of laws and regula-
tions that are more advantageous to nonprofit institutions. 
Moreover, private nonprofit institutions like Dowling 
College (NY), Burlington College (VT), and Mt. Ida College 
(MA) have closed following increased financial pressures. 

Recent closures
Three case studies of recent institutional failures help to 
illustrate the challenges facing schools on the verge of 
collapse, as well as the complex chains of events that may 
precede a closure.
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“How did you go bankrupt?” 

Two ways. Gradually, then 

suddenly.”

— Ernest Hemingway, The Sun Also Rises

Mt. Ida College
Mt. Ida College was a private nonprofit institution in New-
ton, Massachusetts that closed in 2018. Its assets and New-
ton campus were purchased by the state’s flagship university, 
the University of Massachusetts-Amherst, which has been 
working to add a campus in Newton.8 

The Massachusetts State Senate held a hearing to look into 
what led to the collapse at Mt. Ida, and the former chairman 
of the school’s board noted that decades of ignoring needed 
maintenance, leaks, safety issues, and building deficiencies 
created a campus environment that was not sustainable.9 Af-
ter the city condemned a dormitory and moved 300 students 
to a hotel, half of the class entering in 2012 did not return 
the next year.10 

This led to severe revenue issues for a school that had a very 
small endowment and depended largely on tuition to cover 
expenses.11 Students, however, claimed that the administra-
tion was not forthcoming about the possibility of closure 
and deliberately misled students about the severity of the 
institution’s financial distress.12 In January of 2018, students 
filed a class-action lawsuit alleging they were left with little 
time to find transfer options, and many of them were left 
with non-transferrable credits, missed out on scholarships 
and other financial aid opportunities.13 That lawsuit was 
dismissed in May 2019, after a court ruled, among other 
things, that the school did not have a fiduciary duty to the 
students.14

However, over 200 of the approximately 1,500 students at 
Mt. Ida were able to transfer to UMass-Dartmouth under 
an agreement reached by the two schools.15 In addition, the 
closure spurred changes by state officials and a state budget 

proposed in 2018 included a provision that would require 
colleges and universities to notify the state Board of Higher 
Education before a potential merger, closing or acquisi-
tion.16 The Board has also proposed a new process, called 
the Teachout Viability Metric, by which the state would use 
financial metrics to determine whether private colleges in 
Massachusetts will be able to teach all of their students to the 
end of the current and next academic years.17

Dream Center Education Holdings
In late 2017 the Dream Center, a nonprofit organization 
with little to no experience in higher education manage-
ment, purchased Argosy University, South University and 
the Art Institutes from the failing for-profit giant Education 
Management Corporation (EDMC) and converted the prop-
erties into nonprofits.18 At the time, the acquired schools 
had a total enrollment of more than 65,000 students spread 
across the country, and were put under the management of 
a new entity, Dream Center Education Holdings, and the 
Dream Center Foundation (collectively “DCEH”).19

The conversion process was hardly smooth, and by mid-
2018 the company was facing significant blowback due to al-
leged misrepresentations around some of its campuses losing 
accreditation.20 And internally, the company was struggling 
to stay afloat, accusing EDMC of having dramatically 
overestimated future revenues before the sale.21 By the end 
of 2018 more than 30 DCEH campuses had closed, and in 
January 2019 the company was placed in receivership while 
it searched for a buyer or other lifeline.22 Some properties 
were spun off and began operations under a new owner, 
while most remained in the troubled hands of DCEH. Also 
in January, the schools failed to pay over $16 million in 
federal student aid living stipends to students, leading some 
to lose their homes or suffer other dire financial harm.23 It 
was not until February 2019 that the Department of Edu-
cation revoked the schools’ Title IV eligibility, by denying 
the pending application for change in ownership that had 
been under review since the original transaction more than 
a year prior.24 After the revocation, the schools closed within 
weeks.25

Because of DCEH’s size and national reach, the shutdown 
was extremely complex. Different schools had different 
accreditors and operated under a variety of state regulations. 
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Accreditor and state efforts to assist affected students varied 
as well, but were limited by the company’s financial difficul-
ties.26 The DCEH schools’ accreditors and regulators, includ-
ing the WASC Senior College and University Commission 
and the American Psychological Association,27 announced 
plans to work with other institutions to facilitate student 
transfers. Over the course of the spring, other schools 
announced articulation agreements to allow more former 
DCEH students to transfer in28, but many students found 
themselves having spent many tens of thousands of dollars 
on degrees they would likely never complete.

Education Corporation of America
In December 2018, the Education Corporation of America 
announced it was closing approximately 70 campuses across 
the country, including its largest chains Virginia College and 
Brightwood College.29 The closures affected roughly 19,000 
students across the chains.30

ECA’s closure was in some respects a slow-moving disas-
ter emblematic of many of the challenges facing for-profit 
institutions in the current environment. It had seen overall 
enrollment drop over the previous several years, while it 
was unable to shed high fixed costs from campus leases.31 
In September 2018 the company announced it planned to 
end enrollments and eventually close 26 campuses. By the 
following month, ECA’s financial straits were so dire it took 
the unusual step of suing the Department of Education and 
seeking a court-appointed receiver to help it restructure. 
In that lawsuit, ECA disclosed that it had unsecured debts 
exceeding $46 million, and had narrowly avoided missing 
payroll the previous week.32 

Unfortunately for ECA students, the Accrediting Council 
for Independent Colleges and Schools (“ACICS”) failed to re-
quest teach-out plans from the schools until it suspended its 
recognition the day before the closure.33 That is all the more 
troubling given that ECA had already started closing some 
of its campuses in a haphazard manner, including shutting 
down a Golf Academy of America campus in Arizona on 
Election Day, locking ballots and voting machines inside.34

How do closures harm students?
For perhaps obvious reasons, a sudden institutional closure 
poses more risks for students than a gradual, intentional one. 
With time to prepare, accreditors and regulators can help 
ensure students have a soft landing. Students will have time 
to thoughtfully consider future academic plans, impact on 
family and work situations, transportation considerations, 
and the impact on debt and finances. Any closure, howev-
er, is bound to be a significant disruption for the students 
whose education is affected. 

Academic risks

For students whose school closes in the middle of their 
course of study, the disruption can have myriad effects. 
Depending on the school’s reputation and accreditation, it 
may be difficult to transfer significant numbers of credits 
to a new institution. Certain professional courses of study 
with programmatic accreditation may also pose additional 
challenges. For example, in the case of Argosy University’s 
closure, displaced students pursuing doctoral degrees in 
psychology or counseling are reportedly expecting to lose 
years of credits when they transfer to new programs.35 Other 
disciplines with similar requirements include law, medicine, 
nursing and education. More broadly, graduate programs 
tend to allow students to transfer fewer credits compared to 
undergraduate programs.

Family considerations

According to data from the National Center for Education 
Statistics, the percentage of fall-enrollees in degree-granting 
postsecondary institutions that were over the age of 25 has 
grown dramatically between 1970 and 2016.36 This is con-
sistent with more general reporting that higher education is 
increasingly comprised of so-called nontraditional students 
(i.e., beyond 18-22 year old dependents attending a four-year 
residential program). Accordingly, nontraditional students 
are more likely to have family considerations that will be 
impacted when a student is forced to make a sudden decision 
about higher education – e.g., childcare, child educational 
opportunities, spouse/partner employment or education, 
and care for aging or ill parents.
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Financial risks

Higher education is often one of the most expensive pur-
chases in an individual’s life, so it is not surprising that a 
disruption could have significant financial consequences. 
Students structure their personal financial planning around 
their expected income and expenses from federal financial 
aid, including living stipends. A sudden closure can mean 
that students need a new, immediate, source of income.

Personal risks

For colleges with a residential component, a shutdown 
could mean that many students are effectively evicted. Other 
students may have arranged their lives and other responsi-
bilities around the specifics of their institution - and cannot 
easily accommodate a longer commute to a school in a 
neighboring city, etc. 

What can accreditors do?
While every closure is likely to negatively impact some 
students, it is not the role of the accreditor to prevent all 
closures. Indeed, as history has shown, when an institution 
cannot meet an accreditation standard, state licensing con-
ditions, or Title IV eligibility requirements, an institutional 
closure may be the best long-term outcome for an unknow-
able number of future students.

Accreditors should also prepare themselves for an uncer-
tain future through more proactive policies. The Western 
Association of Schools and Colleges (“WASC”) has devel-
oped a For-Profit Assessment Framework (“FPAF”) to help 
with that task,37 although the specifics of that methodology 
are outside the scope of this paper. Speaking generally, the 
WASC FPAF is a way to assess the financial health of a 
for-profit educational institution, and to decide when to im-
pose heightened measures. And in Massachusetts, a working 
group convened by the state’s Board of Higher Education has 
presented recommendations on how to meaningfully iden-
tify whether the financial condition of an institution puts 
current and recently admitted students at risk of educational 
interruption, spurring requirements for closure and contin-
gency plans. The Board has voted to direct the Commission-
er to implement those recommendations for the 2019-2020 
academic year.38

The Department of Education requires all institutions that 
receive Title IV funds to submit annual audits, and generates 
Financial Responsibility Composite Scores39 that serve as 
a proxy for overall institutional health. Those scores are of 
limited utility for accreditors, however, as shown by recent 
failures.40 The composite scores are based on annual audits, 
with a significant delay, so a new composite score effec-
tively gives a snapshot of an institution’s financial health 18 
months in the past.41 This may make sense for more stable, 
public institutions. However, for a for-profit school where a 
short-term enrollment drop can precipitate a financial crisis, 
the Department’s composite scores are a lagging indicator, if 
they have any utility at all.

Some schools are clearly at minimal risk of failure, while 
others are on the precipice – as some of the measures recom-
mended here are costly, it does not make sense to require 
all schools to comply. The decision of when an accreditor 
should impose heightened requirements is complicated and 
highly fact-dependent. 

Proposal 1: Require Robust teach-out 
agreements
The Department of Education’s regulations require an 
institution to submit a teach-out plan to its accreditor in 
a variety of circumstances, discussed below.42 Accreditors 
have significant power to determine the criteria an institu-
tion must meet when submitting a teach-out plan, and this 
is a key area where accreditors can help to prevent student 
harms. 

One of the most important distinctions in preparing for a 
teach-out is whether an institution has a signed teach-out 
agreement with another institution to actually provide the 
students with an opportunity to finish their course of study. 
Indeed, under Department of Education regulations, accred-
iting agencies “may” require an institution to “enter into a 
teach-out agreement as part of its teach out-plan,” meaning 
the decision to require a teach-out agreement is discretion-
ary for the accreditor.43 Nevertheless, teach-out agreements, 
with buy-in from all parties, and agreed-upon payments and 
responsibilities, should be the standard whenever an insti-
tution plans to cease operations or is on a path with a high 
likelihood of precipitous closure.
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Teach-out plans

Under the Higher Education Act and its implementing 
regulations, the following events trigger a requirement for 
an accreditor to require an institution it accredits to submit a 
teach-out plan for approval44:

E	 The Secretary notifies the agency that the Secretary has 
initiated an emergency action against an institution, or 
an action to limit, suspend, or terminate an institution 
participating in any federal student aid program, 

E	 The agency acts to withdraw, terminate, or suspend the 
accreditation of the institution.

E	 The institution notifies the agency that it intends to cease 
operations entirely or close a location that provides one 
hundred percent of at least one program.

E	 A State licensing or authorizing agency notifies the 
agency that an institution’s license or legal authorization 
to provide an educational program has been or will be 
revoked.

Individual accreditors have their own distinct standards for 
evaluating teach-out plans, and there is no single national 
standard for compliance. The general aim of any teach-out 
plan, however, is to provide a way for affected students 
to complete their course of study at another institution, 
to communicate with affected students about the possible 
closure, and to ensure students have access to their academic 
transcripts and other student records in the future. 

In the chaotic atmosphere that may precede an institution’s 
closure, the mere existence of a plan is unlikely to suffice. 
It is one thing to have a document that contemplates steps 
that may be taken in the event of a closure, but it is entirely 
different, and better, to have signed agreements with other 
entities about the steps that will be taken. For this reason, 
wherever possible, accreditors should require signed teach-
out agreements as part of their teach-out plan process.

Teach-out agreements
Accreditors may require institutions to enter teach-out 
agreements with other schools as part of the HEA-required 
teach-out plan process. A teach-out agreement is a written 
agreement between institutions that provides for the equi-
table treatment of students and a reasonable opportunity for 

students to complete their program of study if an institu-
tion, or an institutional location that provides one hundred 
percent of at least one program offered, ceases to operate 
before all enrolled students have completed their program 
of study.45 Because a teach-out agreement is signed by the 
institutions that are party to it, it functions as a contract and 
is a far more binding course of action than a teach-out plan. 

This chart lays out questions that accrediting agencies can 
ask in the course of evaluating the suitability of an institu-
tion’s teach-out agreement, both for basic compliance with 
federal law and regulation, as well as for its overall quality in 
terms of protecting student interests.

Evaluating Teach-Out Agreements
BASELINE QUESTIONS

Does the agreement meet the standards specified in 
federal regulation?

E	 Does the agreement provide for the equitable treat-
ment of students if the institution, or an institution-
al location that provides 100 percent of at least one 
program, ceases to operate before all students have 
completed their program of study?46

E	 Does the agreement send students to accredited 
institutions that have the necessary experience, 
resources, and support services to:47

•	 Provide an educational program that is of 
acceptable quality and reasonably similar in con-
tent, structure, and scheduling to that provided 
by the institution that is ceasing operations 
either entirely or at one of its locations; and

•	 Remain stable, carry out its mission, and meet all 
obligations to existing students?

E	 Can the teach-out institution provide students ac-
cess to the program and services without requiring 
them to move or travel substantial distances? Will it 
provide students with information about additional 
charges, if any?

https://www.law.cornell.edu/cfr/text/34/602.24
https://www.law.cornell.edu/cfr/text/34/602.24
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Identifying superior teach-out agreements

E	 Does the agreement give students a comprehensive 
disclosure of their closed school discharge options, 
as well as teach-out options?

E	 Does the agreement include a refund of students’ 
tuition and fees for services that were not provided?

E	 Does the agreement establish extended, no-cost 
access to students’ academic transcripts and other 
records?

E	 Does the agreement include articulation plans 
providing for the complete, or near-complete, 
transfer of credits to the institution where a student 
is expected to complete his or her course of study?

E	 Does the agreement ensure that students can pay 
the same or lower tuition for the additional credits 
they need at their transferring institution? This 
could be accomplished in a variety of ways, but 
students should not be forced to attend a more ex-
pensive institution just because their original school 
has closed.

E	 Does the agreement send teach-out students to 
institutions that are themselves in good financial 
standing? If a teach-out institution is at risk of 
failing, students may be doubly disrupted.

Proposal 2: Ensure transcript availability
For institutions that cease operations entirely, systems must 
be established to ensure that students maintain access to 
transcripts and other educational records. In the chaos of 
a haphazard or sudden closure, the danger is compounded 
by the possibility that students may even receive incorrect 
transcripts on plain paper, with no opportunity to fix errors 
with a defunct registrar. That is precisely what happened 
to many former Dream Center students, according to press 
reports.48 

While the negative consequences can be dire, preventing 
this outcome is not difficult - there are a variety of options 
that accreditors could push, and the ideal options will 
likely vary by state and/or institution. For instance, one 

component of a teach-out agreement with another institu-
tion could be arranging for the transfer of academic records, 
with a predetermined payment to cover administrative costs 
and ensure continued availability.

There are other potential solutions to explore. The Texas 
Higher Education Coordinating Board (“THECB”) maintains 
records for some closed schools that it had previously autho-
rized.49 That is a promising approach, but there are pitfalls. 
The THECB website lists only two closed schools for which 
it maintains records, while many more schools have closed 
in Texas in recent years.50 Additionally, a different body, the 
Texas Workforce Commission, authorizes most vocational 
schools in the state and does not currently have a similar 
transcript depository function.51 Thus, students have differ-
ent protections depending on which state body authorized 
their school. Additionally, the THECB only maintains re-
cords for closed schools, and in the case of a sudden closure 
the essential records may still be lost in the chaos. To the 
extent that state agencies are involved, prudence suggests 
that institutions share records on an ongoing basis.

Another possible future model is found in the Digital Cre-
dentials project, an initiative of nine universities working 
“to design an infrastructure for digital verifiable credentials 
of academic achievement.” 52 That initiative, which includes 
Harvard, MIT, UC Berkeley and UC Irvine, aims to create 
a standard credentials platform that all educational institu-
tions could use. Technology in this area is moving quickly: 
in 2018, Central New Mexico Community College began 
offering blockchain-based diplomas to all of its students.53 
In Virginia, the for-profit school ECPI has followed suit, 
reportedly uploading over 1,000 diplomas to a blockchain 
service.54

Taking a more conventional, but promising, approach, the 
Education Corporation of America contracted with the 
online digital credential service Parchment so that former 
ECA students can order transcripts and diplomas through a 
web portal.55 It is unclear how long the records will remain 
available via that system, but it appears to be far better than 
the outcome in the Dream Center closing, for instance. 
Accreditors can require that such third-party systems be pre-
funded – so that institutions are not forced to find additional 
funding at a time when lack of funding may well be the 
tipping point to cause the closure.
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The types of records that need to be protected may vary by 
institution or course of study. For instance, students com-
pleting a program with a clinical component may need ac-
cess to evaluations or records maintained by outside parties 
such as a treatment facility, so record preservation decisions 
by an accreditor should be made on a case-by-case basis.

Proposal 3: Provide advance warning
The amount of advance warning possible will vary by school 
and circumstance, but from a student protection perspec-
tive, accreditors should push for as much transparency as 
possible. Hampshire College’s ongoing debate over closure 
represents one extreme, where students have had years to 
evaluate their options and get their affairs in order.56 On the 
other extreme are closures such as that of Vatterott Colleges, 
where students and faculty were informed that the school 
was closing immediately, and had mere hours to retrieve 
their belongings.57 Even in the case of Vatterott, however, 
while the actual closure announcement was extremely fast, 
the warning lights had been flashing for years. Since at least 
2016 its campuses had been subject to a series of escalating 
measures by its accreditor, the Accrediting Commission of 
Career Schools and Colleges (“ACCSC”) and were placed on 
probation seven months prior to the closure.58

Recognizing that warnings of closure can become a self-ful-
filling prophecy, students still deserve to have as much 
advance notice as possible. Accreditors should make sure 
that, when they subject schools to heightened measures to 
mitigate potential harm from a closure, they are transpar-
ent with students about the risks that may be forthcoming. 
Accreditors must remember that a student on the verge of 
completion may assess risk differently than a student who is 
signing an enrollment agreement for the first time.

Because there are so many potential ways for an institution 
to fail, there is likely no single standard that will anticipate 
all medium-term closures without either a great deal of 
administrative burden or many false positives. However, it 
is a worthwhile topic for further exploration, and individual 
accrediting agencies likely already have some insights on 
which schools in their portfolio are at some heightened risk. 

Accreditors can and should be more transparent with other 
members of the triad, as well. Any member of the triad may 
be the one to initially discover troubling information about 

a school’s finances or other circumstances. Sharing that in-
formation wisely may help forestall some of the worst-case 
scenarios related to sudden, unforeseen closures.

Proposal 4: Monitor Policies and Practices 
Regarding Closed School Discharge
Under current regulations, student loan borrowers are 
eligible for closed school discharges if they submit a sworn 
statement to the Department that they: (1) received federal 
student loans to attend a school; (2) did not complete their 
program of study before the school closed, or withdrew 
from their program of study within 120 days before the 
school closed; and (3) did not complete their program of 
study at another school through a teach-out agreement 
or by transferring some or all of their credits there.59 The 
Secretary of Education may extend the 120-day window if 
exceptional circumstances exist,60 but extensions are rare. 
This eligibility applies regardless of whether the closure is 
of the institution writ large, or at a branch campus that is 
attended by the impacted student.61 

Accreditors must commit to ensuring that students are truly 
protected by these regulations—and we note two loopholes 
that have led students to not receive discharges.

First, the Department’s regulations emphasize the date of 
institutional or campus closure. The regulations define this 
as “the date that the school ceases to provide educational in-
struction in all programs.”62 Once instruction has ceased, the 
closing school becomes liable for any closed school discharg-
es later granted by the Department.63 

Because current regulations tie student loan borrowers’ 
eligibility for debt relief to the school’s official closure date, 
closing schools can game the system, effectively limiting 
their liability for closed school discharges. Consider what 
happened at the Charlotte School of Law (“CSL”). On De-
cember 19 2016, the Department cut off CSL’s access to Title 
IV, HEA funds.64 Because CSL sent “multiple signals” to its 
students about whether it would reopen for the spring se-
mester in the aftermath of the Department’s decision, a large 
majority of CSL’s student body took steps to withdraw by 
early February 2017.65 CSL did not officially close, however, 
until August 10, 2017—well beyond 120 days from the end 
of CSL’s add/drop period on February 3, 2017.66 
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Simply by remaining open, then, CSL limited its liability 
for closed school discharges to only those students who had 
not yet graduated with their law degree, who had not yet 
transferred to another law school, or who had not with-
drawn from further studies at the school until after finishing 
the spring semester. The Secretary ultimately extended the 
window for closed school discharge eligibility back to De-
cember 31, 2016. Still, students who had withdrawn prior to 
that date—but after the December 19 announcement cutting 
off Title IV, HEA funds to CSL—were effectively barred 
from receiving closed school discharges because the school 
continued to offer spring classes. 

Accrediting agencies can and should take steps to limit a 
closing school’s ability to continue to provide accredited 
instruction, unless an institution is willing to guarantee that 
all students will get the benefit of a closed school discharge, 
even if the institution itself is responsible for effectuating 
and paying for the discharge.

Second, accrediting agencies must ensure that institutional 
policies regarding leaves of absence protect students in the 
event of closure. Under the Department’s policies, students 
remain eligible for closed school discharge if they were not 
enrolled in courses, but were on an approved leave of ab-
sence on the date that the school closed.67 But an “approved 
leave of absence” is a term of art defined in the Department’s 
regulations regarding institutional refund policies. For 
those purposes, an approved leave of absence must be made 
pursuant to a “formal policy regarding leaves of absence,” 
the student must have followed that policy, the institution 
must determine that there is a “reasonable expectation” 

that the student will return, the request must be made (and 
approved) in writing, and it must not exceed 180 days.68 

Irrespective of the merits of this regulation and any resultant 
incentives, the reality is that students need to be protect-
ed. Student Defense is aware of numerous students who 
attended now-closed institutions of higher education and 
who believed that they were on leaves of absences at the 
time of closure. These beliefs were reasonable—as they were 
informed by communications from the institution prior to 
closure. But nevertheless, because the leaves of absence were 
apparently not effectuated through the institution’s “formal 
policy,”69 the students were rendered ineligible for closed 
school loan discharge by the Department of Education.70

Thus, we recommend that accrediting agencies work closely 
with institutions to ensure that leave of absence policies 
sufficiently maximize student interests both with respect to 
refund policies and the status of leaves of absence at the time 
of closure.

Conclusion
The trends driving recent school closures do not appear 
to be going away, and accreditors have a responsibility to 
prepare for future failures. Working in concert with state 
and federal regulators, there is a real opportunity to help 
affected students navigate these disruptions with less harm 
to their finances and academic future. A top priority for any 
accreditor contemplating the closure of a school is to ensure 
that signed teach-out agreements are in place well before the 
doors are closed for good.
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