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Executive Summary

In 2002 the Ontario Government established its commitment to provide students attending private post-secondary institutions with financial protection relative to any services that the institution has not yet provided, in the event of an institutional closure.  It is well recognized that the current bonding provisions set out in the Private Career Colleges Act do not provide a sufficient level of student protection.  Over the past few years, a Ministry/private career college working group has been discussing “made in Ontario” models for increasing the level of consumer protection for career college students.

Given that it is understood that the vast majority of students affected by institutional closures want the opportunity to complete their program of study, the private career college sector in Ontario, after extensive consultation within the sector and with other similar funds, now proposes the establishment of a mandatory Training Completion Assurance Fund (TCAF) that is totally funded by the career college sector.  

The proposed TCAF organization would ensure that students are able to complete their courses of study at no additional cost or, when appropriate, receive refunds for prepaid training services not delivered.  In this respect, TCAF would replace the current bonding mechanism with a system that greatly enhances the financial protection of students’ investments.

In order to successfully launch and conduct the business associated with the TCAF initiative, it will be necessary for the Government to make a number of regulatory changes, particularly with respect to bonding.  It is anticipated that once those changes have been made, TCAF will be established and operational before January 1, 2005.

Once TCAF is established, the Governing Body of TCAF, which would be primarily composed of career college representatives, would be responsible for ensuring that the fund is viable at all times by setting appropriate premiums and fees for participating career colleges and minimizing the size and number of hits to the fund.  The TCAF Governing Body would also maintain a roster of at least 20 training completion experts. Upon the closure of an institution, the TCAF Governing Body would put together a small Student Alert Response Team (START) from that roster that would be responsible for developing the most appropriate training completion plan within two weeks of the closure.  

It would be the role of the START Team to go into a TCAF member institution at the appropriate time to immediately meet with officials from the closed institution and a Ministry representative to assess the situation with respect to the number of students affected, the types of training programs involved, the amount of training yet to be provided, the amount of financial resources available, and potential training completion sites.  The START team would be responsible for communicating with affected students about the training completion process.

All students at TCAF member institutions enrolled in programs registered under the Private Career Colleges Act and non-registered programs that are offered on a basis of at least 20 hours per week would be entitled to access training completion services from TCAF.  

TCAF will consider the following options when determining the best approach for the students:

Is there a third party that can take over the institution?  Can TCAF contract with the landlord, utility companies, and instructors to allow for a training completion in the existing premises?  Can TCAF identify alternate sites where subsets of students and instructors can be relocated in order to complete the training?  Can TCAF identify other participating institutions that offer similar programs and have seats available?  

Refunds may be given to students in respect to training services that have been pre-paid and not delivered, when a training completion cannot be organized, or

· when the student prefers a refund for undelivered services instead of a training completion.  The discovery period for refund claims would be reduced from the current two years to one year.

The TCAF fund would be accessed by the Governing Body to pay for the costs of the approved training completion plan and approved refunds associated with a closure.

Replacing the current inadequate bonding system with the enhanced level of consumer protection that would be available through TCAF would be of great benefit to students, career colleges, and the taxpayers of Ontario.  The private career college sector is therefore looking for a timely approval of its proposal to create TCAF.

Introduction

In passing the Post-secondary Education Choice and Excellence Act, 2000, Ontario established its commitment to provide students attending private degree-granting institutions (universities) financial protection in the event of institutional closure.  Private-degree granting institutions will be required to demonstrate that they have sufficient financial resources to guarantee a full refund of tuition and fees that relate to services that the institution has not yet provided.  The bonding provisions set out in the Private Career Colleges Act do not provide this level of protection.

In Fall 2000, Cabinet directed MTCU to consult with the private career college sector to revise these bonding levels to provide a comparable degree of protection as is available to students at private degree-granting institutions.  Since then, a Ministry/Private Career College Working Group has been discussing measures to improve consumer protection, including increases to bonding requirements and/or the establishment of a training completion fund.  The training completion model was seen as attractive, as most students affected by institutional closures want the opportunity to complete their program.  Currently, 6 other Canadian provinces such as New Brunswick either have a training completion fund or are in the process of establishing one. 
With guidance from the Working Group, a committee created by the Ontario Association of Career Colleges has researched other training completion fund models and has consulted with the private career college sector in Ontario in an effort to develop a “made in Ontario” model.  A draft proposal was submitted to the Deputy Minister’s Working Group on May 16, 2002 for final consideration and revisions.  The contents of this proposal were shared with the entire private career college sector at an information meeting held in Toronto on May 29, 2002.  The proposal received unanimous support from the sector participants.  At the same time, a Training Completion Assurance Fund (TCAF) Steering Committee was appointed and given the authority on behalf of the private career college sector to proceed to work with Government toward the creation and implementation of TCAF. 

The proposal was then formally submitted to the Ministry; it received Cabinet approval in principle in June of 2002.  The proposal called for TCAF to be an organization with voluntary membership.  PCCs that did not participate in TCAF would be required to provide increased security by posting higher bonds than TCAF members.  It was understood that a voluntary TCAF would face more financial risk than a mandatory fund because career colleges would have the option of withdrawing from TCAF if it looked like the Fund would have to increase premiums.  Recognizing this, the sector’s proposal asked for a government-sponsored loan guarantee that would be available to cover any hits on the fund in excess of its available resources.

The next step was for the Ministry of Training, Colleges and Universities to approach the Ministry of Finance and secure a commitment for the Government to backstop the fund.  The Ministry of Finance advised that the government would not be able to offer such a guarantee.  The absence of a loan guarantee created concerns at the Steering Committee over whether a voluntary TCAF would be financially viable. 

Further compounding these concerns has been recent changes in the surety bonding environment.  As a result of September 11 and other structural changes to the bonding industry, it is becoming increasingly difficult for career colleges to qualify for a bond.  Career colleges that do qualify for a bond are facing higher collateral requirements and higher premium amounts.  These developments, along with the lack of a government-sponsored loan guarantee, gave the Steering Committee cause to re-consider some critical issues.

After considering these issues, the Steering Committee settled on a revised approach to TCAF.  To ensure TCAF’s financial viability, maximize TCAF’s ability to provide consumer protection and reflect the changes to the bonding environment, the Steering Committee now proposes a mandatory TCAF.  In addition, career colleges would no longer be required to post a bond. 

A target for submission of a final revised proposal to Government was set for the end of September 2003.   Accordingly, the TCAF Steering Committee prepared a draft proposal for distribution to all Ontario PCCs.  The text of the proposal included revisions to the original May 29, 2002 proposal.  The TCAF Steering Committee was seeking the input and feedback of the entire sector on these key points.  In addition, a final all-sector consultation meeting was held in Toronto on September 17, 2003.  As a result of that consultation a few amendments were recommended, voted on and approved for inclusion in the final TCAF proposal document.

The final revisions to the TCAF proposal have been made and the TCAF Steering Committee is pleased to submit this final version to the Government of Ontario.

Overview

The private career college sector in Ontario, after comprehensive research and consultation spearheaded first by the Ontario Association of Career Colleges (OACC) and then the TCAF Steering Committee, hereby proposes that a non-profit organization known as Training Completion Assurance Fund (TCAF) be established in Ontario in 2004 and begin operation in 2005 in order to enhance the consumer protection available to students attending those private post-secondary educational institutions that participate in TCAF.

The proposed TCAF organization would:

· replace the current bonding requirements for all career colleges;

· be mandatory for institutions that are required to register as a career college under the Private Career Colleges Act;

· be responsible for building, maintaining and administering funds sufficient for the purposes of providing consumer protection to students;

· ensure that students impacted by the premature closure of a participating institution are able to complete their courses of study at no additional cost to them (such activity to be known as a “training completion”);

· provide refunds to students impacted by the premature closure of a participating institution, where appropriate;

· operate at arm’s length from both the Government and OACC (2 current provincial training completion funds are incorporated as arms-length agencies);

· be accountable to members through an elected Board and provide the Government with annual reports on training completion activities and the status of the TCAF fund.

In order to successfully launch and conduct the business associated with the TCAF initiative, it will be necessary for the Government to make a number of regulatory changes prior to the commencement of TCAF activities, particularly in respect to existing bonding requirements.

In addition, the Government will need to make a commitment to share all relevant information in its possession (subject to the provisions of the Freedom of Information and Protection of Privacy Act) with TCAF following any closure of any participating institution in order to facilitate successful training completions for the students. 

The need for and effectiveness of TCAF should be reviewed with the private career college sector and the Government after two years of operation.

Structure
a)
Mandatory

It is proposed that TCAF would be a non-profit organization whose membership would be mandatory for institutions required to be registered under the PCC Act.  Members would be in good standing with TCAF when they had fully paid all premiums, fees, and special levies and are in adherence with TCAF by-laws.

b)
Governing Board
A Governing Board would be responsible for the governance of TCAF.  The Governing Board would be composed in the following manner:

· five (5) OACC member institutions that are also TCAF members;

· two (2) non-OACC institutions that are TCAF members;

· two (2) non-sector” representatives (where possible, individuals from the legal and financial fields) 

· one (1) ex officio Government Liaison (not a voting member of the Board).  The Deputy Minister of Training, Colleges, and Universities would appoint the Liaison.

While the Governing Board would be comprised of unpaid volunteers, the governing Board may from time to time approve the payment of a nominal stipend to the members of the Board that are non-sector members.

The sector members of the Governing Board would be elected by TCAF members with OACC members voting for the Board members filling the OACC seats and non-OACC members voting for the Board members filling the non-OACC seats.  TCAF members will elect officers directly (i.e. Chair, Vice Chair, and Secretary/Treasurer).  The elected Board members would appoint the non-sector members of the Board. 
To have quorum at a Board meeting, there would have to be at least 5 members present, with a minimum of one member present from each of the three categories of Board members (OACC, non-OACC and non-sector). 

The Governing Board of TCAF would be responsible for the overall administration of the fund.  As such, the Board would be responsible for:

· setting premium rates and fees;

· collecting premiums and fees;

· overseeing the financial status of the organization;

· reporting to members annually (including presentation of audited statements and an activity report);

· determining organizational strategy and ensuring the overall success of TCAF. 

c)
Student Alert Response Team (START)
The Governing Board would recruit and maintain a roster of at least 20 “training completion experts” drawn from the PCC sector.  Upon learning of a career college closure, The Board would select up to 5 individuals from that roster on a case-by-case basis to form a “Student Alert Response Team” (START) with the appropriate geographical, disciplinary, and experiential background that would be responsible for developing the most appropriate training completion plan within two weeks of a career college closure.  Please see the ‘Training Completion Approach’ section for additional details.

d)
Conflict of Interest

All efforts will be made and procedures established to ensure that potential Conflicts of Interest are avoided in the decision-making processes of both the Governing Board and the START Teams.  Prevention of potential Conflicts is particularly important, given that the proposed TCAF is to be an agency run at arms-length from government.

Conflicts of Interest may occur when a member of the Governing Board or a START Team member could be said to have a commercial interest in a training completion being organized by TCAF.  

To avoid potential conflicts of interest, members of a TCAF START team assigned to a particular institution closure shall not be permitted to bid on a training completion for the students attending that institution.

To avoid conflicts of interest, members of the Governing Board of TCAF who have submitted a bid to do a training completion must be removed from the Board’s decision-making process relating to the evaluation of bids and awarding of that particular training completion.

Formal conflict of interest guidelines would be adopted by the Board prior to any training completion activity.


e)
Minimizing Draws on TCAF

TCAF would ensure that any training completion plan would fully utilize any outstanding revenues to come in from students or their funders, and make every effort to minimize the cost to TCAF of any on-going expenses.  Such measures would include:

· collecting tuition and other fees not yet paid by affected students;

· investigating whether HRDC would provide additional financial support to any students it funds;

· making claims against the bond of the closed institution, in those cases where students have assigned to TCAF their right to claim against the bond, and such claims by TCAF are in respect to the training completion costs incurred by TCAF with respect to students enrolled in programs that are registered under the PCC Act only (i.e. TCAF would not be able to make claims against an institution’s bond in respect to the cost of training completions provided to students in programs that are not registered under the PCC Act);

· having a competitive tender process where more than 1 institution is interested in providing a training completion;

· spreading out the payments to the institutions providing training completions over a period of up to three years.

Participation

a)
Mandatory

Participation in TCAF would be mandatory for all institutions that are required to be registered under the Private Career Colleges Act in Ontario.
b)
PCCs Not In Good Standing with TCAF

Institutions that are delinquent in paying their annual TCAF premiums or fees will be sent letters by TCAF warning them that they would be in danger of forfeiting their status as TCAF participating members, thereby putting their registration under the PCC Act at risk.

 
c)
PCCs with Unique Programs

The Governing Board of TCAF would have the right to charge special training completion premiums in respect to private post-secondary institutions that offer programs for which organizing a training completion would be extraordinarily expensive.  This may be due to the uniqueness of the programs, or the cost of specialized equipment or facilities or other such factors.


d)
Students Enrolled in Registered Programs

All students at TCAF member institutions enrolled in programs registered under the Private Career Colleges Act would be entitled to access training completion services from TCAF.  TCAF would extend training completion services to students in “non-registered” programs who are clients of agencies such as HRDC or WSIB.  This would extend protection to students currently not covered under the Private Career Colleges Act.

e)
Students Enrolled in Non-Registered Programs

All students enrolled in “non-registered” programs at participating TCAF institutions would be eligible to receive training completion services from TCAF, provided that those programs are a minimum of 20 hours per week.  Students enrolled in programs that are corporate training or involve less than 20 hours per week of training will NOT be eligible to receive training completion services from TCAF.  
Finance


a)
Start-up of TCAF and Collection of Annual Premiums and Fees

The target for commencing TCAF operations would be prior to January 1, 2005.  Commencing two months prior to TCAF’s first day of operation, TCAF would begin to collect training completion premiums, administration fees and refund premiums from to-be-member institutions.  All such premiums and fees would be collected annually in advance based on applicable revenues reported on the institutions’ most recent financial statements that have been verified by an accountant’s statement.  In keeping with the desire to harmonize the TCAF year with the PCC registration year, it would also be desirable that the financial statements used for TCAF purposes are the same financial statements as those required by the Government.  TCAF would adhere to strict confidentiality principles that would ensure that no TCAF member has access to financial information from any other member institution.


b)
Mature and New Status of PCCs

For the purposes of TCAF, institutions that have been registered and actively training students in Ontario under the PCC Act for more than 4 continuous years at the time of joining TCAF would be deemed to be mature institutions.  For the purposes of TCAF, actively training means that the institution has enrolled at least fifteen students each year.  

Institutions that have been registered and actively training students in Ontario for less than 4 continuous years at the time of joining TCAF, would be deemed to be “new” institutions for TCAF purposes.  

“New” institutions will be required to post a $20,000 cash deposit or irrevocable line of credit to be held in trust by TCAF during the first two years in TCAF.  They will also be required to pay TCAF premiums during the first two years that are based on the same rate as mature institutions.  For the third and fourth years of TCAF participation “new” institutions will no longer be required to maintain the $20,000 deposit in trust, but the training completion and refund premiums charged to “new” institutions during those years will be based on a percentage of revenue that is 50% higher than the percentage established for mature institutions.  Following the fourth year, all such institutions will be deemed to have become mature institutions.


c)
Change of Ownership

A change of ownership of a PCC is deemed to occur when a purchase of assets has taken place, and such change of ownership may have an impact on that PCC’s mature status for TCAF purposes.  In all cases, the newly acquired institution must meet all applicable MTCU requirements for registration before being eligible to participate in TCAF.  If these criteria are met, and the new owner is already a TCAF participating institution with mature status, then the newly acquired institution would also be deemed to have mature status for TCAF purposes.  If, however, the new owner does not already have mature status as a TCAF participating institution, the newly acquired institution would be deemed to be a newly registered institution with 0 years of operation.  Such an institution would be eligible to participate in TCAF as a”new” institution.


d)
Applicable Revenue

In order to raise revenue for each of its activities, TCAF will charge a training completion premium, an administration fee and a refund premium.  The premiums will be a percentage of an institution’s applicable revenue and the fees will be based on a grid of revenue ranges, both of which are to be determined by the TCAF Governing Board.

For the purpose of all TCAF premiums and fees, the definition of applicable revenue would depend on the method of collection used by an institution in respect to the supply of books, exam vouchers, and supplies for its students.  In the case where it is the institution’s practice to require students to pre-pay for books, exam vouchers, or supplies that they have not received; applicable revenue will include all tuition, book, exam voucher, and supply revenues for those programs that qualify for TCAF coverage (See Participation section for information on what programs qualify).  Institutions that can provide an accountant’s statement certifying that they do not require students to pre-pay their books, exam vouchers, or supplies, would base their TCAF premiums on their tuition revenues only for those programs that qualify for TCAF coverage.


e)
Training Completion Premiums and Budget



(i)
Institutions with Applicable Revenue Less Than $5 Million

The training completion premiums charged to mature institutions in their first year of participation in TCAF would be calculated using a base rate of 0.15% of applicable revenues.  The rates for training completion premiums to be charged to mature institutions for their second, third, fourth,… years of participation in TCAF would be determined by the Governing Board in accordance with current needs.  The goal would be to build the training completion fund up enough to eventually eliminate the need to collect training completion premiums.  The following table outlines the expected training completion premium base rates over the first 5 years:

	TCAF Training 

Completion Premium:
Projected Rates

	 
	TCAF

	Year
	% Premium

	Year 1
	0.150%

	Year 2
	0.150%

	Year 3
	0.120%

	Year 4
	0.075%

	Year 5
	0.000%

	5 Yr Average
	0.099%




(ii)
Institutions with Applicable Revenues Greater Than $5 Million

In the case where an institution’s applicable revenues exceed $5 million, the training completion premium for that institution will be calculated on a step-down basis by applying the base rate to the first $5 million of revenue, applying 75% of the base rate to the portion of revenue between $5 and $10 million, applying 50% of the base rate to the portion of revenue between $10 and $15 million, applying 25% of the base rate to the portion of revenue over $15 million and summing all of such products.

Example:

The calculation of the training completion premium for a mature institution with applicable revenue of $16,000,000 in its first year of participation would be as follows:

base premium rate would be .15%

premium on first $5 million would be 0.15% of $5 million = $7,500

premium on next $5 million would be 0.1125% of $5million = $5,625

premium on third $5 million would be .075% of $5 million = $3,750

premium on final $1 million would be 0.0375% of $1 million = $375

total premium on $16 million = $17,250

Based on current estimates, the base rate of .15% training completion premium would raise approximately $500,000 in training completion funds for TCAF’s first year.  Training completion premiums collected by TCAF would be used to cover only the direct costs of providing training completion services.  They would not be used to cover administration costs or the cost of refunds.

The TCAF governing Board would be required to keep the training completion fund viable.  It would be responsible for ensuring that the total resources available to the training completion fund are maintained at a level of at least $500,000 at the beginning of each fiscal year. The Fund would be considered mature when it has accumulated $1.2 million in funds available for training completions.



(iii)
Special Levy’s

If after covering the cost of a training completion, the total resources available in the training completion fund fall below $500,000, a special levy could be imposed on all TCAF member institutions to return the total resources available back to at least $500,000.  Such a levy would be assessed to all participating TCAF institutions on a pro rata basis.



(iv)
Ensuring Viability

In order to manage the costs of hits on TCAF, the Governing Board will, at its discretion, have the authority to reimburse a training completion institution over a period of up to three years, if it is determined that this would be appropriate given the amount of money currently on hand in the fund.

In addition, discussions have taken place with a major financial institution concerning the possibility of extending to TCAF a line of credit that could be used if TCAF funds are insufficient to cover the costs of a training completion.  Details are still under development.


f)
Administration Fees and Budget

TCAF would collect an administration fee from participating institutions separate from their training completion and refund premiums, which the Board would use solely to cover administration expenses.  It is anticipated that these costs will amount to $160,000 in the initial year and will remain fairly constant year after year.  The administration fees for the initial year will be based on the following fee schedule:

Applicable Revenue

Administration Fee

$0 to $250,000


$300

$250,000 to $1,000,000 

$450

$1,000,000 to $2,500,000 

$600

$2,500,000 to $5,000,000 

$750

more than $5,000,000 

$900

The Governing Board would have the ability to change the administration fees to be charged to participating institutions from time to time as required.  The draft administration budget for year 1 is as follows:

	Item
	Budget ($)

	Staffing (Executive and Administration)
	$25,000

	Premises
	$5,100

	D & O Insurance
	$1,100

	Supplies
	$800

	Travel

	$5,000

	Telephone 

	$5,000

	Web Site/Network
	$5,000

	START Team
	$22,000

	Professional Services
	$26,000

	Misc.

	$5,000

	Marketing
	$60,000

	Total
	$160,000



g)
Refund Premiums

TCAF would collect a refund premium from participating institutions separate from the training completion premium and administration fee.  Funds raised from the refund premium would go towards the costs of providing refunds to students when:

· no training completion could be organized for a closure; or,

· a student prefers a refund for undelivered services instead of a training completion.

The refund premium to be charged to TCAF institutions in the initial year would be .05% of applicable revenue.  The Governing Board would have the ability to change the refund premium to be charged to participating institutions from time to time as required.

It is estimated that the .05% refund premium would raise a total of approximately $150,000 for refunds in the initial year.  Given that the emphasis of TCAF will be on providing training completions, it is anticipated that the claims against the refund fund will be minimal and that a reduction in or holiday from refund premiums may be available to an institution in its second year of participation in TCAF.


h)
Miscellaneous Finance





(i) 
Minimum Premiums

The minimum training completion premium to be paid by each participating institution in its initial year will be $600.  In subsequent years the minimum training completion premium will vary from $600 in the same proportion as the current premium rate varies from the initial .15% rate.  For example, if the current training completion premium rate for the second year is .12% then the minimum training completion premium for that year would be $480.

The minimum refund premium to be paid by each participating institution in its initial year will be $200.  In subsequent years the minimum refund premium will vary from $200 in the same proportion as the current premium rate varies from the initial .05% rate.  For example, if the current refund premium rate for the second year is .02% then the minimum refund premium for that year would be $80.

In the case where more than one campus is under the same ownership, the minimum premiums described above pertain to the entire group of institutions under that ownership; and does not apply to each individual location.



(ii)
Trust Funds

The Governing Board would ensure that the appropriate legal steps are taken to establish and manage trust funds for the premiums collected from all member institutions, and the cash deposits posted by “new” institutions.  

(iii)
Fund Investment

The Board would also be required to invest the monies held by TCAF, and any interest income realized from such investments would be deposited into the training completion fund.



(iv)
Fiscal Year

The fiscal year would be aligned with the PCC registration process, running from January 1 to December 31.

Training completion Approach
Training completion services would be available to eligible students attending participating institutions effective as of TCAF’s commencement date.

There would be two main groups within TCAF involved with the organization of a training completion: the Governing Board and the Student Alert Response Team (START).  The roles of these groups will be as follows:


a)
Role of Governing Board

· It would be the role of the Governing Board to guide the training completion, inform the PCC sector of developments, make key decisions about the structure of the training completion and manage associated costs.  

· The Governing Board will: select a customized START Team of up to 5 individuals from its roster of training completion experts; identify and evaluate options for the training completion; solicit bids from potentially interested parties; decide on the approach that best provides consumer protection for students while minimizing costs to TCAF.

b)
Role of START Team

· It would be the role of the START Team to go into a TCAF member institution at the appropriate time to immediately meet with officials from the closed institution and a Ministry representative to assess the situation with respect to the number of students affected, the types of training programs involved, the amount of training yet to be provided, the amount of financial resources available, potential training completion sites, etc.  The appropriate time for the START team to go into the institution would be when the Ministry has determined that no training instruction is being delivered at the institution and declares it is closed; or when the institution has declared bankruptcy; or when the institution has invited TCAF to come in, to begin to assess a potential training completion solution.

· The START Team would take the prime responsibility for communicating at the earliest moment with the affected students and local media.  The START Team may also recommend to the Governing Board that TCAF cover the cost of books, supplies, exams, or student relocation expenses.

c)
Training Completion Options

When deciding how best to proceed with a particular institutional closure, the Governing Board should consider the following options:

· Is there a third party that can take over the institution?  If so, the institution could then continue to operate as an active career college: students could complete their programs as contracted, while recruitment of new students continues.  This option would be done at no cost to the training completion fund.

· Can the TCAF Board contract with the landlord, utility companies, and instructors to allow for a training completion in the existing premises as contracted?  Affected students would have their training completed on site, with no recruitment of new students, leading to an ultimate shut down of the institution and a cancellation of the license by Government.  This type of training completion would likely involve some costs to be borne by the training completion fund.

· Can the TCAF Board identify alternate sites (likely at other TCAF member institutions) where subsets of students and instructors can be relocated in order to complete the training?  This type of training completion may or may not involve costs that will be borne by the training completion fund, depending on how much tuition revenue has yet to be collected from students and how much of the program has yet to be delivered.  Every effort will be made to ensure that such costs are minimized.

· Can the START Team or the TCAF Board identify other participating institutions that offer similar programs and have seats available?  If so, students affected by a closure would be absorbed into the training completion institution’s existing classrooms.  This type of training completion may or may not involve costs that will be borne by the training completion fund, depending on how much tuition revenue has yet to be collected from students and how much of the program has yet to be delivered.  Every effort will be made to ensure that such costs are minimized.

d)
Tendering Process

In the situations described above where TCAF must contribute towards the cost of a training completion, the Board would use a tendering process to determine the training completion site(s).  Under the tendering process, bids to provide training completion services can be specific to a particular program or programs.  The tendering process would adhere to strict conflict of interest guidelines that are established by the Governing Board.

After recruiting bids from a wide variety of institutions, the Governing board would consider the bids and choose one or more bids as required to ensure that students receive an appropriate training completion and that the costs to TCAF are minimized.  The host institution(s) that have been awarded the training completions(s) would not be allowed to refuse any student for financial or any other reasons.

As noted in the Finance section, the Governing Board will, at its discretion,
 have the authority to reimburse a training completion institution over a period of up to three years, if it is determined that this would be an appropriate action, given the amount of money currently on hand in the fund.

REFUND PROCESS

As discussed in the Finance section, TCAF will be charging refund premiums to institutions to cover the expenses of providing refunds to students affected by institutional closures.  Refunds may be given when:

· a training completion cannot be organized, and the Governing Board decides that refunds should be issued to all affected students in respect to training services that have been pre-paid and not delivered; or

· the student prefers a refund for undelivered services instead of a training completion.

· The TCAF refund process will be administered in conjunction with MTCU.  All students affected by a closure should be advised by TCAF that they might be eligible for a refund equal to the amount of money they paid to the closed institution for services not yet received.  

· In all cases, there will be a one year discovery period following an institutional closure before any claims for refunds by the institution’s former students would be honoured.  Students wishing to receive a refund will be required to file a refund claim with the Government during the one year discovery period and it will be the Government’s responsibility to validate such refund claims.  Following the end of the discovery period, the Government will submit a claim for the total of all valid refunds to TCAF.  TCAF will issue a refund payment to the Government within 30 days of receipt of the Government claim and the Government will be responsible for issuing individual refunds directly to the appropriate students.  Under no circumstances will TCAF issue refunds directly to students.

Bonding/Transition


a)
Elimination of Bonding Requirement for Private Career Colleges

It is proposed that private career colleges no longer be required to post financial security in order to be registered under the Private Career Colleges Act.  The government would acknowledge that an enhanced level of consumer protection is instead being provided to students through TCAF.

In the event of institutional closures, bonds have historically provided a pool of money available to students seeking refunds.  As discussed in the Finance section, TCAF will be charging a premium to members that will finance such refunds, replacing the function of the bond in a manner beneficial to both students and institutions.


b) Release of Existing Collateral by Surety Companies

It is recognized that, if TCAF is established, institutions will still be carrying the bonds required under the previous policy.  The government should investigate action to mitigate this potential difficulty.  It is proposed that:

· The government works with the surety industry to investigate whether current PCC bonds could be released as of the commencement of TCAF.  It should be noted that there are several outstanding issues that must be addressed before this option can be implemented;

· The government works with the surety industry to, as part of this effort, reduce the bond discovery period to 1-year from the current 2-years.  Potentially, this could result in the release of private career college collateral being held by surety companies to the mature private career colleges one year after TCAF begins operation.

Other

It is recognized that certain topics should be deferred to the Governing Board of TCAF until such time as there is sufficient track record of activity to base decisions upon.  These issues include:

· Capping the fund (to be decided in collaboration with the Government).

· The ability of private universities to participate in TCAF.

