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NEWS RELEASES

Husch Blackwell Education Attorneys
Secure Victory for Sanford-Brown
College in Title IV False Claims Act
Case

On June 8, 2015, the U.S. Court of Appeals for the Seventh Circuit ruled in
favor of Husch Blackwell client Sanford-Brown College, rejecting an alleged
whistleblower’s overbroad theory of liability under the False Claims Act (FCA).
Husch Blackwell Higher Education partners Martin Loring and Derek Teeter
represented Sanford-Brown before the Seventh Circuit.
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The court ruled that a college or university is liable under the FCA only if the
initial Title IV application was fraudulent. Liability is not triggered by the
institution’s failure to comply with the thousands of pages of federal statutes
and regulations incorporated by reference into a Program Participation
Agreement (PPA), according to the opinion.

“This is a very important decision that will be extremely valuable on a number
of different issues to colleges and universities in defense against False Claims
Act cases,” Loring said. “In essence, the court’s ruling establishes that colleges
and universities should not be subjected to draconian liability under the FCA
due simply to their failure to comply with one or more of myriad regulations.”

In the case, United States v. Sanford-Brown, Ltd., No. 14-2506, the relator, a
former employee, alleged the college’s recruiting and student retention
practices violated a number of the U.S. Department of Education’s regulations
that institutions must agree to in order to participate in the Department’s Title
IV program that governs grant, loan and work study funding. The relator
argued that compliance with the Title IV regulations was a “condition of
payment” such that, if the college knowingly violated any one of the
regulations after signing the Department’s Program Participation Agreement


file:///C:/home/site/wwwroot/wordTemplates/~/link.aspx%3F_id=8A99B07E895E43AB9A3E028DEAA49F75&_z=z
file:///C:/home/site/wwwroot/wordTemplates/~/link.aspx%3F_id=2E32CC126F75493B9A99729E1A0B7817&_z=z
file:///C:/home/site/wwwroot/wordTemplates/~/link.aspx%3F_id=23EF2764986047A193A999FC5240ECFD&_z=z
http://media.ca7.uscourts.gov/cgi-bin/rssExec.pl?Submit=Display&Path=Y2015/D06-08/C:14-2506:J:Manion:aut:T:fnOp:N:1565738:S:0

HUSCHBLACKWELL

(PPA), the college effectively destroyed its eligibility to receive any Title IV funding. However, the
relator had no evidence the college expressly misrepresented its compliance with the regulations to
the Department after it signed the PPA.

The Seventh Circuit rejected the relator’s claims and affirmed the district court’s grant of summary
judgment, stating that although an institution that violates regulations may be subject to regulatory
penalties imposed by the Department, the court held such an institution does not automatically lose
its Title IV eligibility and, therefore, each and every subsequent Title IV payment is not a “false claim”
that must be repaid to the government under the FCA.

More than 100 clients turn to Husch Blackwell’s Higher Education attorneys for legal guidance. The
team represents major research institutions, regional universities, private colleges, nursing and allied
health schools, community colleges, proprietary schools and publicly traded school groups, and help
clients identify and resolve potential problems and litigation through compliance audits, policy
programs, training and general counsel services.

Past results afford no guarantee of future results and every case is different and must be judged on
its own mertits.
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