SETTLEMENT AGREEMENT

This Settlement Agreement (“Agreement”) is made by and between IEC Corporation
d/b/a International Education Corporation (“IEC”), a Delaware corporation, by and on behalf the
IEC Subsidiaries and IEC Owners (as identified and defined in the Recitals), Florida Career
College (“FCC”) (OPE ID: 02305800), United Education Institute (“UEI"’) (OPE ID: 02559300),
UEI College (“UEIC”) (OPE IDs: 03113300, 03969600), and the United States Department of
Education (“Department”). This Agreement is effective the latest date opposite the signatures
below (“Effective Date™).

RECITALS

A. FCC, UEI and UEIC are institutions participating in the federal student aid programs
(“Title IV Program”) authorized pursuant to Title IV of the Higher Education Act of
1965, as amended, 20 U.S.C. § 1070 ef seq. (“HEA”). FCC is participating in the Title IV
Program until January 31, 2024 based upon an Agreement for Limited Continuation of
Program Participation, and UEI and UEIC are participating under a Provisional Program
Participation Agreement that expired on December 31, 2023. UEI and UEIC are
hereinafter collectively referred to as “UEI/UEIC.”

B. FCC is owned and operated at level 1 by IEC US Holdings, Inc. (“Holdings™), a Florida
corporation. UEI is owned and operated at level 1 by United Education Institute (“UEI-
Corp.”), a California corporation. UEIC (OPE ID: 03113300) is owned and operated at
level 1 by UEI Fresno/IEC Holdings, Inc. (“Fresno/Holdings™) a California corporation.
UEIC (OPE ID: 03969600) is owned and operated at level 1 by IEC/AAI Holdings, Inc.,
(“AAI Holdings”) a California corporation. The shares in Holdings, UEI-Corp.,
Fresno/Holdings and AAI Holdings are all owned by IEC. Holdings, UEI-Corp.,
Fresno/Holdings and AAI Holdings are referred to as the “IEC Subsidiaries.” IEC’s
shares are owned by entities or individuals that each have less than a 100% interest in
IEC, with the IEC Corporation Stock Ownership Plan (“IEC ESOP”’) owning 35% of the
shares, and SP/Palm IEC Holdings, LLC (“SP/Palm Holdings”), a Delaware limited
liability company, owning 61.6% of the shares. The membership interests in SP/Palm
Holdings are held 96.5% by Palm IEC, LLC (“Palm IEC”), a Delaware limited liability
company. The membership interests in Palm IEC are held 100% by Palm IEC Holdings,
LLC (“Palm Holdings™), a Delaware limited liability company, and the membership
interests in Palm Holdings are held 100% by Berggruen Holdings North America Ltd.
(“Berggruen North America”), a British Virgin Islands limited company. The
membership interests in Berggruen North America are held 100% by Berggruen
Holdings, Ltd. (“Berggruen Holdings”). The Nicholas Berggruen Charitable Trust
(“Berggruen Trust”) owns 100% of the interests in Berggruen Holdings. IEC ESOP,
SP/Palm Holdings, Palm IEC, Palm Holdings, Berggruen North America, Berggruen
Holdings and the Berggruen Trust are collectively referred to as the “IEC Owners.” FCC,
UEI, UEIC, IEC, the IEC Subsidiaries and the IEC Owners are collectively referred to as
the “IEC Parties.”



. Pursuant to 34 C.F.R. § 668.141, a student who has neither a high school diploma nor its
recognized equivalent may become eligible to receive Title IV funds by achieving a
passing score on an Ability-to-Benefit (“ATB”) test and enroll in an Eligible Career
Pathways Program (“ECPP”). The regulations at 34 C.F.R. §§ 668.142 and 668.151
establish criteria to ensure, among other things, that an ATB test is administered with a
requisite degree of independence from the school the student seeks to attend.

. Nearly half of the students receiving Title IV funds at FCC and nearly one third of
students receiving Title IV at UEI/UEIC qualified for Title [V funds because they were
identified by FCC or UEI/UEIC as having passed an ATB exam.

. On April 11, 2023, following an investigation into FCC’s compliance with the
regulations related to the ATB program, the Department denied FCC’s pending
application for recertification to participate in the Title IV Program. See Denial of
Recertification Application to Participate in the Federal Student Financial Assistance
Programs decision to FCC (“FCC Denial”) (Exhibit A).

. The Department denied FCC’s application for recertification based upon a determination
that FCC violated the rules governing the ATB testing program, including but not limited
to 34 C.F.R. §§ 668.141-154. The Department determined that the tests administered by
FCC were not “independently administered” because FCC compromised test security,
compromised testing procedures, and interfered with proctor independence and test
administration. See 34 C.F.R. 668.152. The Department also determined that FCC and its
employees compromised the testing process. See 34 C.F.R. 668.154. See Exhibit A at
pages 4-23.

. The Department set forth three bases for its denial of recertification: (a) widespread and
pervasive violations of the ATB regulations located in 34 C.F.R. §§ 668.141-154; (b)
failure to meet the standards of administrative capability, in violation of 34 C.F.R. §
668.16; and (c) failure to “act in the nature of a fiduciary” in its administration of the
Title IV Program, in violation of 34 C.F.R. § 668.82. See Exhibit A.

. Under the Department’s regulations, FCC’s participation in the Title IV program, and its
ability to provide federal financial aid to its students should have ended on April 30,
2023, the last day of the month during which the denial was issued. However, because of
the short-term nature of FCC’s programs, and to allow current FCC students who wanted
to complete their programs to do so, the Department and FCC entered into an Agreement
for Limited Continuation of Program Participation. Under this agreement, FCC was
allowed to continue its participation for already-enrolled students who chose to continue.
One of the terms of the agreement was that FCC was required to post financial security in
the amount Six Million Fifteen Thousand Eight Hundred Twenty-Four Dollars and Zero
Cents ($6,015,824.00). FCC complied with this requirement by posting a letter of credit
dated May 16, 2023 (# 68184867) (“Continuation LOC”). The agreement contained other
terms, including a prohibition on the enrollment of any new Title IV students.



I. IEC submitted a reconsideration request on May 24, 2023, which disputed the
determinations and evidence in the FCC Denial (“Reconsideration Request”). On
November 20, 2023, the Department finalized a determination to deny FCC’s
Reconsideration Request.

J. The Department has an open investigation of UEI/UEIC (“UEI/UEIC Investigation™).
The UEI/UEIC Investigation relates to potential violations of the ATB regulations similar
to those described in the FCC Denial, as well as other potential regulatory violations as
set forth in the Department’s letter of July 31, 2023 (“July 31, 2023 Letter”). The
UEI/UEIC Investigation remains ongoing.

K. IEC and the Department now desire to resolve the dispute related to the FCC Denial and
the UEI/UEIC Investigation.

In consideration of the mutual covenants and conditions contained in this Agreement, the
sufficiency of which is hereby expressly acknowledged, and intending to be legally bound to the
terms hereof, the Department and the [EC Parties agree as follows:

TERMS AND CONDITIONS

1. Asused in this Agreement, “Covered Conduct” shall constitute (1) all conduct described
in the FCC Denial and any conduct that was known to the Department during its
investigation of FCC; and (2) all conduct described in the July 31, 2023 Letter and
conduct that was known to the Department during the UEI/UEIC Investigation, .

2. The IEC Parties waive all rights to initiate or pursue administrative or legal proceedings
in any state or federal court or administrative tribunal against the Department related to
the FCC Denial, including FCC’s Reconsideration Request. For purposes of this
Agreement only and in an effort to resolve the current disputes between the Department
and the IEC Parties, the IEC Parties agree that the Department’s denial of FCC’s
application for recertification to federal student financial assistance program funds shall
be deemed the final unappealable decision of the Department, and FCC’s eligibility to
obtain Title IV, HEA funds will end on January 31, 2024, pursuant to the terms of the
Agreement for Limited Continuation of Program Participation.

3. The IEC Parties shall not utilize any FCC campuses or buildings to operate educational
programs for any of its institutions that participate in the Title IV Program.

4. Within 60 days of the Effective Date, IEC shall provide the Department with records,
which may include letters of resignation, sufficient to demonstrate that the Chief
Executive Officer of IEC and the Chief Financial Officer of IEC (“Covered Individuals™)
have been separated from employment or any affiliation with the IEC Parties, including
from any subsidiary entities, and any institutions owned or operated by IEC that
participate in the Title IV Program. IEC warrants that following their separation, the
Covered Individuals shall not be re-employed by, or affiliated with, any IEC institution
that participates in the Title IV Program and shall not be re-employed by, or affiliated,



with the IEC Parties in any capacity directly or indirectly involving the management,
oversight, direction, or control of funds received from the Title IV Program by the IEC
Parties, including service as a director or in any governance, leadership, or consulting
role. This term is hereinafter referred to as the “Separation Condition.”

. After the expiration of its Provisional Program Participation Agreement on December 31,
2023, UEI/UEIC shall participate in the Title [V Program under provisional certification
for a period of three years. Within 90 days of the Effective Date, the Department shall
offer UEI/UEIC a Provisional Program Participation Agreement (“PPPA”). The PPPA
must be signed by an authorized representative of all of the entities in UEI/UEIC’s
ownership up to and including IEC. In addition, the PPPA shall contain the following
conditions, in addition to other standard provisional program participation agreement
conditions:

a. Restriction on ATB Testing: For the term of this PPPA, UEI/UEIC is prohibited
from administering ATB exams or contracting with a third party to administer
ATB exams. UEI/UEIC is further prohibited from relying upon ATB exams to
qualify students for enrollment with Title IV, HEA program funds.

b. Restriction on Growth: UEI/UEIC shall not apply for approval for any new
locations other those located at 9945 Bissonnet St., Houston, TX 77036, 1050 N.
Westmoreland Rd., Suite 200, Dallas, TX 75211, and 885 Sunset Rd SW,
Albuquerque, NM 87105, which had been constructed at the time of the Effective
Date but had not yet obtained approval by the Department. Any application for
approval for a new location in those cities must be submitted pursuant to the
ordinary course and must meet all other requirements. Nothing in this Agreement
shall serve as a basis by the Department for disapproving any of these three (3)
additional locations.

c. The Separation Condition, as described above.

d. UEI/UEIC shall preserve all training materials provided to or used by admissions
employees, blank exemplar copies of all versions of enrollment agreements in
use, exemplar copies of all disclosures provided to prospective students, and
copies of all advertising materials published, including but not limited to those
used in any digital, radio, print, television, billboard, and social media format
during the PPPA.

e. UEI/UEIC shall preserve all formal oral complaints and all written complaints
submitted to it by students and prospective students and any response by
UEI/UEIC provided to the complainant during the PPPA.

f.  Within 60 days of the Effective Date, UEI/UEIC shall implement the technology
necessary to record and preserve all calls between admission department
employees and prospective students-(hereinafter “Calls™). Starting on the 61st day
after the Effective Date and continuing throughout the PPPA, UEI/UEIC shall



10.

record all Calls and preserve them for a period of six (6) months after the Call
occurs.

The Department retains the right to revoke UEI/UEIC’s provisional certification,
consistent with the procedural requirements set out in 34 C.F.R. § 668.13(d) and the
PPPA.

The Department shall process and consider any applications submitted by UEI/UEIC for
recertification to participate in the Title [V Program after the three-year conclusion of the
PPPA described in Paragraph 5 as it would in the normal course and in compliance with
all applicable regulations and laws.

The IEC Parties shall not initiate any administrative or legal proceedings in any state or
federal court or administrative tribunal against the Department related to the UEI/UEIC
Investigation or to contest or dispute the imposition of the PPPA or related terms
described in Paragraph 5.

The Continuation LOC expires on January 31, 2025. Within 30 days of the Effective Date
of this Agreement, the IEC Parties must submit an amended LOC in the amount of Six
Million Fifteen Thousand Eight Hundred Twenty-Four Dollars and Zero Cents
($6,015,824.00) which identifies both FCC and UEI/UEIC as institutions. (“Settlement
LOC”). The Settlement LOC must have an expiration date that is no earlier than January
31, 2027. If any of the Determined Liabilities (as described below) are subject to appeal
or challenge on January 31, 2027, the Department will draw down on the Settlement LOC
in an amount equal to any such Determined Liabilities that have not been satisfied, have
not been offset, or are subject to appeal or challenge as of January 31, 2027, and the
proceeds (“Settlement LOC Proceeds) will be held in an escrow account until resolution
of such challenge. After January 31, 2027, if the Determined Liabilities are fully paid or
not subject to appeal or challenge, the Department will release the remainder of the
Settlement LOC/Settlement Proceeds.

The Department agrees that any liabilities that it establishes for the IEC Parties related to
Paragraphs 10(a) through 10(d) (“Determined Liabilities”) will be limited to a total
aggregate amount of Six Million Fifteen Thousand Eight Hundred Twenty-Four Dollars
and Zero Cents ($6,015,824.00) and shall be satisfied from the Settlement
LOC/Settlement LOC Proceeds. The Determined Liabilities, which do not include the
UEI/UEIC Program Review Liabilities described in Paragraph 11, will be determined in
accordance with applicable Department procedures and are limited to the following:

a. FCC Liabilities. Liabilities established against FCC related to any Covered
Conduct of FCC as described in Paragraph 1 above, including but not limited to
liabilities arising from False Certification discharges and Borrower Defense to
Repayment discharges.

b. UEI/UEIC Liabilities. Liabilities established against UEI/UEIC related to any
Covered Conduct of UEI/UEIC as described in Paragraph 1 above committed




11.

12.

13.

14.

15.

16.

before the Effective Date, including but not limited to liabilities arising from
False Certification discharges and Borrower Defense to Repayment discharges.

c. FCC Close Out Audit Liabilities. Liabilities established from any close out audit
for FCC completed after January 31, 2024.

d. Closed School Loan Discharge Liabilities for FCC. Liabilities established against
FCC arising from Closed School Discharges.

In accordance with any potential payment plan or other agreement between IEC and the
Department, the IEC Parties shall pay the full amount of liabilities calculated after the
following program reviews related to UEI/UEIC (“UEI/UEIC Program Review
Liabilities”): PRCN 2018-1-11-29782, PRCN 2018-3-11-29851, and PRCN 2018-3-11-
29852. IEC hereby relinquishes any right to appeal under either Subpart G, Subpart H, or
otherwise related to those program reviews.

The IEC Parties shall not seek reimbursement or to recoup any portion of the Determined
Liabilities or the UEI/UEIC Program Review Liabilities from any student or former
student of FCC or UEI/UEIC, nor from any parent borrower.

The Department shall not assess any fine or civil penalty, establish any liabilities, or seek
to recover or take any other adverse administrative action available under the HEA
against the IEC Parties or any individual employed by the IEC Parties, including the
Covered Individuals, based on the Covered Conduct other than the Determined
Liabilities, up to the limit of the Settlement LOC/Settlement LOC Proceeds, and the
UEI/UEIC Program Review Liabilities.

The Department shall provide the IEC Parties with a letter notifying them that the
Department has closed its investigation into UEI/UEIC within 20 days of the Effective
Date. The Department reserves the right to open a new investigation of UEL, UEIC or any
Title IV Program participant at any time.

To the extent not otherwise released above, the IEC Parties and the Covered Individuals
release the Department (together with its agents and employees) from any claims, known
and unknown, suspected and unsuspected, including claims for attorneys’ fees, costs, and
expenses of every kind and however denominated, that any of the IEC Parties and other
signatories to this Agreement have asserted or could assert against the Department
(together with its agents and employees) concerning the Covered Conduct, the FCC
Denial, or the UEI/UEIC Investigation. The signatories to this Agreement warrant that
they have the authority to agree to this release on behalf of the Covered Individuals.

Except as otherwise set forth in this Agreement with regard to the Determined Liabilities,
the Department releases and discharges the IEC Parties and any individuals employed by
the IEC Parties from all other potential monetary liabilities that could be based on the
Covered Conduct, to the extent such conduct occurred before the Effective Date and the
Department knows about that conduct as of the date that this Agreement is fully
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executed. Notwithstanding the foregoing, the Department may use the Covered Conduct
in future enforcement actions against the IEC Parties and their affiliates to establish a
pattern or practice of violations or the continuation of a pattern or practice of violations
or to calculate the amount of any fine, without prejudice for the IEC Parties to dispute the
Covered Conduct at that time and without regard to the statute of limitations for that
dispute. This release does not preclude or affect any right of the Department or the IEC
Parties to determine and ensure compliance with this Agreement.

The provisions of this Agreement do not bar, estop, or otherwise prevent the Department
from taking any other action against the IEC Parties, any signatory to this Agreement, or
any other individual employed by the IEC Parties, except as described in Paragraph 16.
Further, for the avoidance of doubt, the provisions of this Agreement do not bar, estop, or
otherwise prevent any other person or governmental agency, including, but not limited to
the Department of Justice and the Department of Education’s Office of Inspector
General, from taking any action against the IEC Parties, any signatory to this Agreement,
any other individual employed by the IEC Parties including any student or parent
borrower.

The IEC Parties neither admit nor deny the allegations, findings and/or determinations set
forth in the Denial Letter, the July 31, 2023 Letter and UEI/UIEC Investigation described
in this Agreement.

The Department and the IEC Parties will each bear their own costs in connection with the
FCC Denial, the July 31, 2023 Letter, the UEI/UEIC Investigation, and this Agreement.

All signatories to this Agreement acknowledge that they have read this Agreement and
have freely and voluntarily executed it after having consulted with counsel and received
the advice of counsel as to its effect.

Neither the Department nor the IEC Parties will contest the enforceability of this
Agreement in a future proceeding.

A breach of this Agreement by any of the IEC Parties shall constitute a breach of the
required fiduciary standard of care and diligence in administering the Title IV Programs,
a breach of any program participation agreement in effect at the time of the breach, and
cause for revocation of UEI/UEIC’s PPPA.

This Agreement, including any potential payment plan described in Paragraph 11, and
Exhibit A attached hereto, sets forth the entire agreement and understanding between the
Department and the IEC Parties relating to the subject matter herein and supersedes all
prior or contemporaneous discussions, understandings, and agreements, whether oral or
written, between them relating to the subject matter hereof.

This Agreement may be executed in two or more duplicate counterparts, each of which
shall be treated as an original, but all of which together shall constitute one and the same



instrument. The counterparts of this Agreement and any amendments hereto may be
executed and delivered by facsimile, .pdf attachment, or electronic signature by either
Department to the IEC Parties (or vice versa), and the Department and the IEC Parties
may rely on the receipt of such document so executed and delivered by facsimile or other
electronic method as if the original had been received.

25. The Department and the IEC Parties warrant that their undersigned representatives are
fully authorized to sign this Agreement on their behalf.

FOR IEC, on behalf of itself, the IEC Subsidiaries, and the IEC Owners:

Date _2/(/2 o2l
FORFCC:

Date  2/(/2e2 &

I
2

Date/”  2/1/202¢4

FOR THE UNITED STATES DEPARTMENT OF EDUCATION:

Richard Cordray

Chief Operating Officer

U.S. Department of Education
Federal Student Aid

02,/02/2024
Date
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