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§602.24 Additional procedures certain
institutional agencies must have.

If the agency is an institutional ac-
crediting agency and its accreditation
or preaccreditation enables those insti-
tutions to obtain eligibility to partici-
pate in title IV, HEA programs, the
agency must demonstrate that it has
established and uses all of the fol-
lowing procedures:

(a) Branch campus. The agency must
require the institution to notify the
agency if it plans to establish a branch
campus and to submit a business plan
for the branch campus that describes—

(1) The educational program to be of-
fered at the branch campus; and

(2) The projected revenues and ex-
penditures and cash flow at the branch
campus.

(b) Site visits. The agency must under-
take a site visit to a new branch cam-
pus or following a change of ownership
or control as soon as practicable, but
no later than six months, after the es-
tablishment of that campus or the
change of ownership or control.

(c) Teach-out plans and agreements. (1)
The agency must require an institution
it accredits to submit a teach-out plan
as defined in 34 CFR 600.2 to the agency
for approval upon the occurrence of
any of the following events:

(i) For a nonprofit or proprietary in-
stitution, the Secretary notifies the
agency of a determination by the insti-
tution’s independent auditor express-
ing doubt about the institution’s abil-
ity to operate as a going concern or in-
dicating an adverse opinion or a find-
ing of material weakness related to fi-
nancial stability.

(ii) The agency acts to place the in-
stitution on probation or equivalent
status.

(iii) The Secretary notifies the agen-
cy that the institution is participating
in title IV, HEA programs under a pro-
visional program participation agree-
ment and the Secretary has required a
teach-out plan as a condition of par-
ticipation.

(2) The agency must require an insti-
tution it accredits or preaccredits to
submit a teach-out plan and, if prac-
ticable, teach-out agreements (as de-
fined in 34 CFR 600.2) to the agency for
approval upon the occurrence of any of
the following events:
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(i) The Secretary notifies the agency
that it has placed the institution on
the reimbursement payment method
under 34 CFR 668.162(c) or the height-
ened cash monitoring payment method
requiring the Secretary’s review of the
institution’s supporting documentation
under 34 CFR 668.162(d)(2).

(ii) The Secretary notifies the agency
that the Secretary has initiated an
emergency action against an institu-
tion, in accordance with section
487(c)(1)(G) of the HEA, or an action to
limit, suspend, or terminate an institu-
tion participating in any title IV, HEA
program, in accordance with section
487(c)(1)(F) of the HEA.

(iii) The agency acts to withdraw,
terminate, or suspend the accredita-
tion or preaccreditation of the institu-
tion.

(iv) The institution notifies the agen-
cy that it intends to cease operations
entirely or close a location that pro-
vides one hundred percent of at least
one program, including if the location
is being moved and is considered by the
Secretary to be a closed school.

(v) A State licensing or authorizing
agency notifies the agency that an in-
stitution’s license or legal authoriza-
tion to provide an educational program
has been or will be revoked.

(3) The agency must evaluate the
teach-out plan to ensure it includes a
list of currently enrolled students, aca-
demic programs offered by the institu-
tion, and the names of other institu-
tions that offer similar programs and
that could potentially enter into a
teach-out agreement with the institu-
tion.

(4) If the agency approves a teach-out
plan that includes a program or insti-
tution that is accredited by another
recognized accrediting agency, it must
notify that accrediting agency of its
approval.

(5) The agency may require an insti-
tution it accredits or preaccredits to
enter into a teach-out agreement as
part of its teach-out plan.

(6) The agency must require a closing
institution to include in its teach-out
agreement—

(i) A complete list of students cur-
rently enrolled in each program at the
institution and the program require-
ments each student has completed;
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(ii) A plan to provide all potentially
eligible students with information
about how to obtain a closed school
discharge and, if applicable, informa-
tion on State refund policies;

(iii) A record retention plan to be
provided to all enrolled students that
delineates the final disposition of
teach-out records (e.g., student tran-
scripts, billing, financial aid records);

(iv) Information on the number and
types of credits the teach-out institu-
tion is willing to accept prior to the
student’s enrollment; and

(v) A clear statement to students of
the tuition and fees of the educational
program and the number and types of
credits that will be accepted by the
teach-out institution.

(7) The agency must require an insti-
tution it accredits or preaccredits that
enters into a teach-out agreement, ei-
ther on its own or at the request of the
agency, to submit that teach-out
agreement for approval. The agency
may approve the teach-out agreement
only if the agreement meets the re-
quirements of 34 CFR 600.2 and this sec-
tion, is consistent with applicable
standards and regulations, and pro-
vides for the equitable treatment of
students being served by ensuring that
the teach-out institution—

(i) Has the necessary experience, re-
sources, and support services to pro-
vide an educational program that is of
acceptable quality and reasonably
similar in content, delivery modality,
and scheduling to that provided by the
institution that is ceasing operations
either entirely or at one of its loca-
tions; however, while an option via an
alternate method of delivery may be
made available to students, such an op-
tion is not sufficient unless an option
via the same method of delivery as the
original educational program is also
provided;

(ii) Has the capacity to carry out its
mission and meet all obligations to ex-
isting students; and

(iii) Demonstrates that it—

(A) Can provide students access to
the program and services without re-
quiring them to move or travel for sub-
stantial distances or durations; and

(B) Will provide students with infor-
mation about additional charges, if
any.
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(8) Irrespective of any teach-out plan
or signed teach-out agreement, the
agency must not permit an institution
to serve as a teach-out institution
under the following conditions:

(i) The institution is subject to the
conditions in paragraph (c)(1) or (2) of
this section.

(ii) The institution is under inves-
tigation, subject to an action, or being
prosecuted for an issue related to aca-
demic quality, misrepresentation,
fraud, or other severe matters by a law
enforcement agency.

(9) The agency is permitted to waive
requirements regarding the percentage
of credits that must be earned by a stu-
dent at the institution awarding the
educational credential if the student is
completing his or her program through
a written teach-out agreement or
transfer.

(10) The agency must require the in-
stitution to provide copies of all notifi-
cations from the institution related to
the institution’s closure or to teach-
out options to ensure the information
accurately represents students’ ability
to transfer credits and may require
corrections.

(d) Closed institution. If an institution
the agency accredits or preaccredits
closes without a teach-out plan or
agreement, the agency must work with
the Department and the appropriate
State agency, to the extent feasible, to
assist students in finding reasonable
opportunities to complete their edu-
cation without additional charges.

(e) Transfer of credit policies. The ac-
crediting agency must confirm, as part
of its review for initial accreditation or
preaccreditation, or renewal of accredi-
tation, that the institution has trans-
fer of credit policies that—

(1) Are publicly disclosed in accord-
ance with § 668.43(a)(11); and

(2) Include a statement of the criteria
established by the institution regard-
ing the transfer of credit earned at an-
other institution of higher education.

(f) Agency designations. In its accred-
iting practice, the agency must—

(1) Adopt and apply the definitions of
“branch campus’ and ‘‘additional loca-
tion” in 34 CFR 600.2;

(2) On the Secretary’s request, con-
form its designations of an institu-
tion’s branch campuses and additional
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locations with the Secretary’s if it
learns its designations diverge; and

(3) Ensure that it does not accredit or
preaccredit an institution comprising
fewer than all of the programs, branch
campuses, and locations of an institu-
tion as certified for title IV participa-
tion by the Secretary, except with no-
tice to and permission from the Sec-
retary.

(Authority: 20 U.S.C. 1099b)
[84 FR 58924, Nov. 1, 2019]

§602.25 Due process.

The agency must demonstrate that
the procedures it uses throughout the
accrediting process satisfy due process.
The agency meets this requirement if
the agency does the following:

(a) Provides adequate written speci-
fication of its requirements, including
clear standards, for an institution or
program to be accredited or
preaccredited.

(b) Uses procedures that afford an in-
stitution or program a reasonable pe-
riod of time to comply with the agen-
cy’s requests for information and docu-
ments.

(c) Provides written specification of
any deficiencies identified at the insti-
tution or program examined.

(d) Provides sufficient opportunity
for a written response by an institution
or program regarding any deficiencies
identified by the agency, to be consid-
ered by the agency within a timeframe
determined by the agency, and before
any adverse action is taken.

(e) Notifies the institution or pro-
gram in writing of any adverse accred-
iting action or an action to place the
institution or program on probation or
show cause. The notice describes the
basis for the action.

(f) Provides an opportunity, upon
written request of an institution or
program, for the institution or pro-
gram to appeal any adverse action
prior to the action becoming final.

(1) The appeal must take place at a
hearing before an appeals panel that—

(i) May not include current members
of the agency’s decision-making body
that took the initial adverse action;

(i1) Is subject to a conflict of interest
policy;
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(iii) Does not serve only an advisory
or procedural role, and has and uses
the authority to make the following
decisions: To affirm, amend, or remand
adverse actions of the original deci-
sion-making body; and

(iv) Affirms, amends, or remands the
adverse action. A decision to affirm or
amend the adverse action is imple-
mented by the appeals panel or by the
original decision-making body, at the
agency’s option; however, in the event
of a decision by the appeals panel to re-
mand the adverse action to the original
decision-making body for further con-
sideration, the appeals panel must ex-
plain the basis for a decision that dif-
fers from that of the original decision-
making body and the original decision-
making body in a remand must act in
a manner consistent with the appeals
panel’s decisions or instructions.

(2) The agency must recognize the
right of the institution or program to
employ counsel to represent the insti-
tution or program during its appeal, in-
cluding to make any presentation that
the agency permits the institution or
program to make on its own during the
appeal.

(g) The agency notifies the institu-
tion or program in writing of the result
of its appeal and the basis for that re-
sult.

(h)(1) The agency must provide for a
process, in accordance with written
procedures, through which an institu-
tion or program may, before the agen-
cy reaches a final adverse action deci-
sion, seek review of new financial in-
formation if all of the following condi-
tions are met:

(i) The financial information was un-
available to the institution or program
until after the decision subject to ap-
peal was made.

(ii) The financial information is sig-
nificant and bears materially on the fi-
nancial deficiencies identified by the
agency. The criteria of significance and
materiality are determined by the
agency.

(iii) The only remaining deficiency
cited by the agency in support of a
final adverse action decision is the in-
stitution’s or program’s failure to meet
an agency standard pertaining to fi-
nances.
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