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Senior College and 
University Commission   
     
  July 7, 2017 

 
Dr. Cynthia Baum 
Chancellor 
Argosy University 
333 City Boulevard West, Suite 1810 
Orange, CA 92868 
 
Dear Chancellor Baum: 
 
During its June 23, 2017 meeting, the WASC Senior College and University Commission 
(WSCUC), considered the proposal submitted by Argosy University to be acquired by the Dream 
Center Foundation (DCF) and operate as an institution housed within the legal entity Dream 
Center Argosy University of California, LLC, and as part of being held in a wholly owned 
limited liability company of the ultimate parent corporation DCF, become part of a non-profit 
tax-exempt structure.  The proposed change represents a structural change, defined by WSCUC 
Substantive Change policy as including such changes in ownership, legal status and/or control, 
all of which apply here.  
 
For this structural change to be considered by WSCUC, the institution was required to first 
submit a proposal for review by a panel of the Substantive Change Committee. This review 
occurred on February 22, 2017. Members of the review panel then conducted a site visit to 
Argosy’s campus in Orange, CA on April 12, 2017, and submitted a site visit report.  
 
During its June 21, 2017 meeting, the Structural Change Committee of the Commission 
reviewed the following documents: the original structural change proposal, a February 27, 2017 
letter from WSCUC staff communicating the findings of the Substantive Change Committee 
panel, the site visit report, and additional materials that had been requested by the Substantive 
Change Committee reviewers. The Structural Change Committee also had access to the 
institution’s accreditation history and past Commission action letters. 
 
At its June 21, 2017 meeting, the Structural Change Committee decided to endorse the findings 
of the Substantive Change Committee panel and referred to the full Commission a 
recommendation to approve the proposed changes. 
 
After deliberation, the Commission acted to: 
 

1. Receive the recommendation of the Structural Change Committee; 
 

2. Approve the change in ownership, legal status and control to be implemented in Fall 
2017 and no later than December 31, 2017; and 
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  3. Require Argosy to proceed to the next scheduled interactions with WSCUC, which 

include the Reaffirmation of Accreditation with the Offsite Review in October 2017 and 
the Accreditation Visit in March 2018. Both of these interactions will further assess the 
institution’s progress on the recommendations listed below. 

 
The Commission endorsed the following commendations: 
 

1. Argosy University leadership is to be commended for its proactive efforts in seeking a 
change in ownership, finding a strategic partner, and successfully managing the vast 
number of tasks that are entailed by the proposed transition.  
 

2. Argosy leadership has shown the ability to balance expediency and attention to detail. 
Although under some time pressure, university leadership has prepared highly 
professional proposals, case statements, and documentation in order to address the legal 
and accreditation issues raised by a very large and complex acquisition. 
 

3. The Argosy executive team is to be commended for its consistent professionalism and the 
quality of management demonstrated throughout its interactions with WSCUC as its 
regional accreditor.  
 

4. Argosy is to be commended for its efforts to distance itself from the kinds of practices 
that were among the allegations made against EDMC. In particular, the University has 
developed a strong institutional research function, has engaged consultants to improve its 
recruitment outreach, and has taken concrete steps to develop a student-centered culture 
both at the system-wide level and at individual campuses. 
 

5. The deans and faculty of Argosy are to be commended for their commitment to the 
Argosy educational mission. The academic leaders who were interviewed demonstrated a 
high level of academic excellence and an enthusiasm for student-centered education in 
their programs and disciplines.  
 

6. The institution is to be commended for its combination of realism and vision, which 
reflects a deep commitment to the mission and goals for which Argosy University exists.  

 
The Commission endorsed the following recommendations to be assessed during its 
reaffirmation review visits: 

 
1. Secure approval of the acquisition of Argosy by DCF from all supervisory, regulatory 

and accrediting agencies (CFR 3.7, 3.8, 4.7); 
 

2. Dream Center Argosy University California, LLC, and all entities held by such entity as 
identified in the executed asset purchase agreement provided to the Commission and 
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  represented in the organizational chart graphic file dated April 18, 2017, are expected to 

be converted to, or replacement organizations formed as, legal entities incorporated in 
and domestic to the State of California. The visit will also examine final legal documents 
transferring tangible and intangible assets associated with operation of Argosy, including 
any bills of sale, separate intellectual property assignments, and general assignment and 
assumption agreements, to qualify the WSCUC expectation that, consistent with DCF 
and Argosy representative communications, all institutional tangible and intangible 
operating assets, operating liabilities, and commitments reside with and are owned and 
controlled by the operating legal entities of the institution, currently Dream Center 
Argosy University California, LLC, and its subsidiaries.  
 

3. Mission and strategic planning: As Argosy proceeds to reaffirmation of accreditation 
following this transaction, the next visiting team will examine carefully the impact of 
moving from for-profit to non-profit status on the institution’s educational quality and 
service to students. The team will also need to examine the extent of reinvestment of 
Argosy net asset surplus into the institution. It is recommended that the key stakeholders 
in the proposed acquisition begin work immediately to outline a post-acquisition strategy 
that addresses the distinctive cultural and missional features of each organization 
involved in the transaction, including Argosy University, the Dream Center Foundation, 
and Dream Center Education Holdings. The plan should provide the basis on which 
aligned strategic priorities can be developed that serve the educational mission of Argosy 
University as the accredited institution. This collaborative effort should include alumni, 
students, faculty, staff, practitioners, community representatives, boards, and executive 
leadership. (CFR 1.1, CFR 1.2, CFR 1.5, CFR 4.5, and CFR 4.6) 

 
4. Line of credit: Submission of the final line of credit documentation is required prior to 

closing of the transaction. DCF and DC Education Holdings should continue to move 
forward in securing a working capital line of credit for DC Education Holdings as 
required to comply with the terms of the credit facility with Najafi Companies. (CFR 3.4) 
 

5. Letter of commitment (credit facility): The term sheet in the Letter of Commitment with 
Najafi for the credit facility includes only a brief description of the principal terms of the 
credit facility and could be subject to additional requirements by Najafi Companies in 
order to finalize terms for a definitive loan agreement. DCF needs to present to WSCUC 
the finalized terms and conditions of the credit facility with Najafi Companies. The scope 
and terms of the credit facility should be detailed. (CFR 3.4) 
 

6.  Financing (documentation and disclosure of participants): WSCUC has reviewed the 
financing commitment letter provided by the Najafi Companies. The Najafi Companies 
have provided the Richardson Family Trust the opportunity to participate in the loan to 
DCF, pari passu with Najafi Companies. The Richardson Family Trust participation is 
currently not a condition of the credit facility provided to DCF by Najafi Companies. 
The terms and conditions of the final credit facility (including final sellers note) and such 
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  participation need to be defined, documented, and reviewed by WSCUC. (CFR 1.7, 

CFR 3.4, CFR 3.6)  
 

7.  Service agreement: WSCUC has received an executed services level agreement with 
detailed costs for services to be provided, and the total amounts have been forecasted. 
The visiting review team will verify forecasted to actual amounts.  Argosy University 
and DCES should finalize the separate proposed services agreement and statement of 
work, determine the service fees that will be charged for the support services that will be 
provided to the institution, and include them in Argosy’s financial planning. (CFR 3.4) 

 
8. Executive overhead expense agreement: A formal agreement between Argosy University 

and DC Education Holdings needs to be finalized that addresses issues such as the 
allocation of corporate overhead expenses and other expenses from DC Education 
Holdings to Argosy University. Argosy has indicated a commitment from DC Education 
Holdings to a reduction in such charges when compared to EDMC’s corporate expense 
allocations. This agreement will be reviewed as part of the reaffirmation review. (CFR 
3.4) 
 

9. Gainful Employment (GE) risk exposure: As reported, the original purchase price for the 
proposed transaction was reduced to address the potential impact of the GE data on the 
operations of the educational institutions being acquired, particularly the risk to 
enrollments. It is recommended that Argosy University and DC Education Holdings 
incorporate any risk to Argosy University’s future enrollment into Argosy University’s 
enrollment planning and financial forecasts. (CFR 3.4) 
 

10. USDE Financial Responsibility Composite Score: DCF, DC Education Holdings, and 
EDMC have been involved in pre-acquisition discussions with the U.S. Department of 
Education (USDE). Based on those communications, neither DCF nor DC Education 
Holdings expects that a letter of credit will be required. It is recommended that DC 
Education Holdings and Argosy University analyze the implications for the transaction 
should the USDE actually require a letter of credit. For example, should the requirement 
be imposed and the transaction close with the letter of credit in place, what would be the 
potential financial implications on Argosy University’s operations? (CFR 3.4) 
 

11. Argosy University Office of Advancement: Argosy University and DC Education 
Holdings have proposed the development of an advancement function within the 
institution. Argosy University and DC Education Holdings should develop an expense 
and revenue budget for this proposed function and incorporate it into the University’s 
three-year financial planning. (CFR 3.4) 
 

12. Financial forecast models: Argosy University has developed a three-year financial 
forecast. The forecast primarily focuses on the financial operations of Argosy University 
as a stand-alone entity. It is recommended that DC Education Holdings develop a 
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  comprehensive financial forecast for the entire DC Education Holdings enterprise, 

including the operations of the three education entities as well as the system-wide 
executive oversight and support services functions. It is further recommended that the 
Argosy University forecast be updated to reflect the expense allocations from DC 
Education Holdings to the institution, as well as any funding/capital contributions 
flowing from DC Education Holdings to the University. The projected expense 
allocations from DC Education Holdings should include allocations for DCES support 
services, DC Education Holdings corporate overhead expenses, and any other anticipated 
expenses. The updated forecast for Argosy University should also include the expected 
expenses and contributions associated with the advancement initiative. The forecasts 
should include a comprehensive description of all of the key assumptions. (CFR 1.7, CFR 
3.4) 
 

13. Potential areas of conflicts of interest: The structure of the transactions and the key 
parties involved in the transaction introduce the possibility of conflicts of interest. First, 
the proposed DC Education Holdings system, which is inclusive of multiple educational 
entities including Argosy University, will operate nation-wide and potentially 
internationally. Some of the key parties involved in the transaction have past and 
potentially current relationships with major competitors in the higher education sector. 
Second, DC Education Holdings leadership has indicated the possibility that a for-profit 
OPM service provider could be incorporated into the structure of the enterprise at some 
future time. This opens up the possibility of there being connections or overlaps in 
principal parties involved in the nonprofit and for-profit entities. Given these potential 
areas of conflict of interest, it is recommended that Argosy University and its proposed 
parent organizations, DCF and DC Education Holdings, carefully examine these potential 
conflicts of interest and regulatory compliance issues, including compliance with USDE 
and IRS regulations, before proceeding with any transactions or restructures. 
 
Mr. Brent Richardson serves as CEO and Co-Chairman of DC Education Holdings. 
Given his executive leadership and fiduciary role in the organization, his participation in 
the financing of the transaction may present potential legal, regulatory compliance, and 
conflict of interest issues. The terms and conditions of Mr. Richardson’s (or any of his 
holdings) participation in the financing of the transaction needs to be clearly defined. Any 
potential conflicts will need to be resolved prior to the close of the transaction. (CFR 1.5, 
CFR 1.7, CFR 1.8, CFR 3.6, CFR 3.9, CFR 4.7)  
 

It is the responsibility of Argosy to notify WSCUC immediately of the completion of the 
acquisition by DCF and the completion of all other necessary approvals for implementation of 
this change. 
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  This letter and the site visit report will be posted on the WSCUC website in accordance with 

WSCUC Commission policy. If Argosy would like to respond to the Commission’s findings, a 
link to your response will be posted on the WSCUC website. 
 
Please contact me if you have any questions or comments about this letter or the action of the 
Commission. 
 
Sincerely, 
 

 
 
Mary Ellen Petrisko 
President 
 
cc: Leanne Wruck, ALO 
 Members of the Substantive Change Committee panel 
 Members of the Structural Change Committee 

John Hausaman, Director of Substantive Change and Committee Relations 
Christopher Oberg, WSCUC Vice President/COO 
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