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A BILL FOR

An Act relating to the regulation of persons providing courses of
instruction for profit, by revising requirements for corporate
surety bonds, and repealing certain disclosure requirements.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

HOUSE FILE 2536

H-5554

Amend House File 2536 as follows:
1. Page 3, by striking line 6 and inserting the
following:

"Sec. 3. Section 714.25, unnumbered paragraph 2,
Code Supplement 1989, is amended to read as follows:
A proprietary school tecated-within-the-state
shall, prior to the time a student is obligated for
payment of any moneys, inform the student of all of

the following:".
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Section 1. Section 714.18, unnumbered paragraph 1 and
subsection 1, Code Supplement 1989, are amended to read as
follows:

Every Except as otherwise provided in subsection 4, every

person, firm, association, or corporation maintaining or
conducting in Iowa any such course of instruction, by
classroom instruction or by correspondence, or soliciting in
Iowa the sale of such course, shall file with the director of
the department of education:

1. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars er-ten-pereent-of-the
totat-annuat-tuttion-ecotiecreds-whitechever-+a-tess; conditioned
for the faithful performance of all contracts and agreements
with students made by such person, firm, association, or
corporation, or their salespersons~s--A-persoeny—firmy
assoctatieny-er-corporation-desiring-to-fite~a-surety-bond
based-on-a-percentage-of-annuait-tutrtion-shatt-provide-to-the
dtrector-of-the-department-of-educattony-in-the-form
prescribed-by-the-directory;-a-notartzed-statement—attesting-to
the-totat-amount-of-tuttion-cottected-tn-the-preceding-twetve-
month-peried---Phe-director-shatt-determine-the-suffretency-of
the-statement-and-the-amount-of-the-bond---Purtion-information
submitted-pursuant-teo-this-subsection-shati-be-kept
confidentiat~

ff-the-persen;-firmy-assectation;-or-corporation—-has-£firied
a-performance-beond-with-an-ageney-of-the-Bn:ited-States
government-pursuant-to-federai-taw;-the-direector-of-the
department-of-education-shati-reduece-the-bond-required-by-thts
stthsection-by-an-ameunt-equat-to-the-amount-of-the-federat
bond~

Phe; but the aggregate liability of the surety for all
breaches of the conditions of the bond shall not exceed the
sum of the bond. The surety on the bond may cancel the bond
upon giving thirty days' written notice to the director of the
department of education and thereafter shall be relieved of
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liability for any breach of condition occurring after the
effective date of the cancellation.

Phe-director-of-the-department-of-educatton-may-acecept-a
tetter-of-credit-from-a-bank-tn-treg-of-the-corpoerate-surety
bond-required-by-thits-subsecetons

Sec. 2. Section 714.18, Code Supplement 1989, 1s amended
by adding the following new subsection:

NEW SUBSECTION. 4. A school licensed under the provisions
of section 157.8 or 158.7 shall file with the director of the

department of education:

a. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or ten percent of the
total annual tuition collected, whichever is less, conditioned
for the faithful performance of all contracts and agreements
with students made by such school. A school desiring to file
a surety bond based on a percentage of annual tuition shall
provide to the director of the department of education, in the
form prescribed by the director, a notarized statement
attesting to the total amount of tuition collected in the
preceding twelve-month period. The director shall determine
the sufficiency of the statement and the amount of the bond.
Tuition information submitted pursuant to this paragraph- shall
be kept confidential.

If the school has filed a performance bond with an agency
of the United States government pursuant to federal law, the
director of the department of education shall reduce the bond
required by this paragraph by an amount equal to the amount of
the federal bond.

The aggregate liability of the surety for all breaches of
the conditions of the bond shall not exceed the sum of the
bond. The surety on the bond may cancel the bond upon giving
thirty days' written notice to the director of the department
of education and thereafter shall be relieved of liability for

any breach of condition occurring after the effective date of

the cancellation.
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The director of the department of education may accept a ’

1
2 letter of credit from a bank in lieu of the corporate surety .
3 bond required by this paragraph. $
4 b. The statement required in subsection 2. ;
5 ¢. The materials required in subsection 3. i
55546 Sec. 3. Section 714.25, Code Supplement 1989, is repealed. g
7 EXPLANATION
8 The bill requires all persons and entities, except
9 cosmetology and barber schools licensed under section 157.8 or
10 158.7, maintaining or conducting any course of instruction for
11 profit, or soliciting the sale of such courses, to file a
12 $50,000 corporate surety bond with the director of the
13 department of education. Under current law, pursuant to
14 changes that were enacted during the 1989 legislative session, .
15 the surety bond could be lower, based upon the total annual }
16 tuition collected. The bill does not change this law !
17 regarding licensed cosmetology and barber schools.
18 The bill further repeals section 714.25, which requires ‘
19 certain disclosures by proprietary schools.
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A BILL FOR 45
1 An Act relating to the regulation of persons providing courses of
2 instruction for profit, by revising requirements for corporate
. 3 surety bonds, and repealing certain disclosure requirements.
4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
5
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Section 1. Section 714.18, unnumbered paragraph 1 and
subsection 1, Code Supplement 1989, are amended to read as
follows:

Every Except as otherwise provided in subsection 4, every

person, firm, association, or corporation maintaining or
conducting in Iowa any such course of instruction, by
classroom instruction or by correspondence, or soliciting in
Iowa the sale of such course, shall file with the director of
the department of education:

1. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars er-ten-percent-of-the
total-annuai-tuition-cottected;-whitchever-ts-tess; conditioned
for the faithful performance of all contracts and agreements
with students made by such person, firm, association, or
corporation, or their salespersonsz--A-person;-firms
assoctation;-or-corporation-desiring~te-£rite-a-surety-bond
based-on-a-percentage-of-annuat-tuttion-shati-provide-to-the
director-of-the-department-of-educations—-itn-the-form
preseribed-by-the-director;-a—notarized-statement-attesting-to
the-totat-amount-of-tuition-cotitected-in-the-preceding-twetve-
month-period---Phe-director-shati-determine—-the-suffirctency-of
the-statement-and-the-amount-of-the-bond+-—-Ffuttiton-information
submitted-pursuant-to-this-subsection-shati-be-kept
confidenttats

If-the-person;-£firmy-assectation;-or-corporation-has-fried
a-performance-bond-with-an-agenecy-of-the-bnited-States
government-pursuant-to-federat-taw;-the-director-of-the
department-of-education-shati-reduce-the-bond-required-by-this
subsection-by-an-amount-equat-to-the-amount-of-the-federat
bonds

Phe; but the aggregate liability of the surety for all
breaches of the conditions of the bond shall not exceed the
sum of the bond. The surety on the bond may cancel the bond
upon giving thirty days' written notice to the director of the
department of education and thereafter shall be relieved of
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liability for any breach of condition occurring after the
effective date of the cancellation.

Phe-d+rector-of-the-department-of-education-may-accept-a
letter-of-credit-£from-a-bank-tn-tteu-of-the-corporate-surety
bond-required-by-this-subsectrons

Sec. 2. Section 714.18, Code Supplement 1989, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. A school licensed under the provisions

of section 157.8 or 158.7 shall file with the director of the
department of education:

a. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or ten percent of the
total annual tuition collected, whichever is less, conditioned
for the faithful performance of all contracts and agreements
with students made by such school. A school desiring to file
a surety bond based on a percentage of annual tuition shall
provide to the director of the department of education, in the
form prescribed by the director, a notarized statement
attesting to the total amount of tuition collected in the
preceding twelve-month period. The director shall determine
the sufficiency of the statement and the amount of the bond.
Tuition information submitted pursuant to this paragraph shall
be kept confidential.

If the school has filed a performance bond with an agency
of the United States government pursuant to federal law, the
director of the department of education shall reduce the bond
required by this paragraph-by an amount equal to the amount_of
the federal bond.

The aggregate liability of the surety for all breaches of
the conditions of the bond shall not exceed the sum of the
bond. The surety on the bond may cancel the bond upon giving
thirty days' written notice to the director of the department
of education and thereafter shall be relieved of liability for
any breach of condition occurring after the effective date of
the cancellation.
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The director of the department of education may accept a
letter of credit from a bank in lieu of the corporate surety
bond required by this paragraph.

b. The statement required in subsection 2. iz

¢. The materials required in subsection 3.

Sec. 3. Secticn 714.25, unnumbered paragraph 2, Code

Supplement 1989, is amended to read as follows:

A proprietary school toeeated-within-the-state shall, prior

to the time a student is obligated for payment of any moneys,

inform the student of all of the following:

HF 2536
-3- mc/pk/25
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BOUSE FILE 2536

S-5678

l"'
2
3
4
S
6
7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

- Amend House File 2536, as amended, passed, and re-
printed by the House, as follows:

1. Page 3, by inserting after line 5 the
following:

"A school licensed under the provisions of section
157.8 or 158.7 which is nationally accredited and
which would be subject to the United States department
of education bonding requirements is exempt from the
requirements of thls section.

Sec. _ . Section 714.23, Code 1989, is amended to
read as follows: -

714.23 REFUND POLICIES.

A person offering a course of instruction at the
postsecondary level, for profit, that is more than
four months in length and leads to a degree, diploma,
or license, shall make a pro-rata refund of no less
than eighty-five percent of the tuition for a
terminating student who has completed up to and
including fifteen percent of a school term or course
to the appropriate agency. If a terminating student
has completed more than fifteen percent but less than
fifty percent of a school term or course that 1s more
than four months in length, the person offering the
course of instruction shall refund the tuition to the
appropriate agency based upon the amount which equals
the amount of tuition for the course of instruction
multiplied by the ratio of eempiteted the remaining
number of school days to the total school days of the
school term or course. If a terminating student has
completed fifty percent or more of a school term or
course that 1s more than four months in length, the
person offering the course of instruction is not
required to refund tuition for the student. However,
1f, at any time, a student terminates a school term or
course that 1s more than four months in length due to
the student's physical incapacity or due to the
transfer of the student's spouse's employment to
another city, the terminating student shall receive a
refund of tuition in an amount which equals the amount
of tuition multiplied by the ratio of the remaining
number of school days to the total school days of the
school term or course. However, 1f the financial
obligations of a student are for three or fewer months
duration, this section does not apply.

Refunds shall be paid to the appropriate agency
within thirty days following the student's
termination,

tf-the-student-terminates-tater-than-~hree-weaks
after-the-course-of-itnstruetion-has-coeme2nced;-~che
persen-offeritng-the-course-of-itnacrucrtt~n-cannot-admie
—l_




SENATE CLIP SHEET MARCH 26, 1990

5-5678

Page 2
1 a-student-te-repitace-the-student-for-which-a-refund
2 was-recetved-for-the-rematning-portton-sf-the-schoot
3 cerm-or-eourses
4 ---A-viotatiteon-of-thrs-section-is-a-simpte
5 mtsdemeanors"
6 2. By renumbering as necessary.

S-5678 FILED MARCH 23, 1990
a".ngq,my&ﬁm«Q?mWh* WQ

By JOE WELSH

(d./sn‘)

HOUSE FILE 2536

S-5745

1
2

W0~ U b

Page 31

Amend the amendment, S-5678, to House File 2536, as

amended, passed, and reprinted by the House, as
follows:

1. Page 1, line 13, by striking the words "A
person”" and inserting the following:

"l. A person”.

2. Page 1, by striking line 16 and inserting the
following: "or license, shall make a pre-rata refund
of as follows:

a. A refund of no less".

3. Page 1, by striking line 42 and inserting the
following: "school term or course.

This paragraph applies only to those persons
offering courses of instruction at the postsecondary
level, for profit, whose default rate for students
under the Stafford loan program for the previous
reporting period 1s less than one hundred ten percent
of the national average default rate for that program
for that period or six percent, whichever is more.

b. A refund of eighty-five percent of the tuition
for a terminating student to the appropriate agency
based upon the ratio of completed number of school
days to the total school days of the school term or
course.

This paragraph applies to those persons offering

courses of instruction at the postsecondary level, for

profit, who are not covered under paragraph "a".

2. However;-if If the financial”.

4. Page 1, line 45, by striking the word
"Refunds" and inserting the following:

"3. Refunds".

S. Page 2, by striking lines 4 and 5 and
inserting the following:

"4. A violation of this section is a simple
misdemeanor.""

By RICHARD VARN

S§-5745 FILED MARCH 28, 199

\;‘1//,76/ «7/',7/ (f./537,) .




HOUSE FILE 2536

S~5836

b Amend the amendment, S-5678, to House File 2536, as
2 amended, passed, and reprinted by the House, as

3 follows:

4 1. Page 1, line 28, by inserting after the word

5 "to" the following: "fifty percent of".

By JOE WELSH

S-5836 FILED APRIL 2, 1990
4 6&/»' ZJd 4/-,4 ((77,/;,"“

HOUSE FILE 2536

S-5844
1 Amend the amendment, S-5678, to House File 2536, as
2 amended, passed, and reprinted by the House, as
3 follows:
4 1. Page 1, line 13, by striking the words "A
5 person" and inserting the following:
6 "l. A person".
7 2. Page 1, by striking line 16 and inserting the
8 following: ‘“"or license, shall make a proe-rata refund
9 of as follows:
10 a. A refund of no less".
11 3. Page 1, by striking line 42 and inserting the
12 fcllowing: ‘'"school term or course.
13 This paragraph applies only to those persons

14 offering courses of instruction at the postsecondary

15 level, for profit, whose cohort default rate for

16 students under the Stafford loan program as defined by
17 the United States department of education is less than
18 one hundred ten percent of the national average cohort
19 default rate for that program for that period or six
20 percent, whichever 1s higher.

21 b. A refund of eighty-five percent of the tuition
22 for a terminating student to the appropriate agency

23 based upon the ratio of completed number of school

24 days to the total school days of the school term or

25 course.

26 This paragraph applies to those persons offering

27 courses of instruction at the postsecondary level, for
28 profit, whose cohort default rate exceeds the

" "
.

29 parameters established in paragraph "a

30 2. However;-tf If the financial".

31 4., Page 1, line 45, by striking the word

32 "Refunds" and inserting the following:

33 "3. Refunds".

34 5. Page 2, by striking lines 4 and S and

35 inserting the following:

36 "4, A violation of this section is a simple

37 misdemeanor.""
By RICHARD VARN

S-5844 FILED APRIL 2, 1990

Aﬁﬁz;l * /o Cre 57 38)




SENATE CLIP SHEET APRIL 9, 1980 Page 62

HOUSE FILE 2536
S-6002

Amend House File 2536, as amended, passed, and
reprinted by the House, as follows:

1. Page 3, by inserting after line 5 the
following:

"A school licensed under the provisions of section
157.8 or 158.7 which is nationally accredited and
which would be subject to the United States department
of education bonding regquirements is exempt from the
requirements of this section.

Sec. __ . Section 714.23, Code 1989, is amended to
read as follows:

714,23 REFUND POLICIES.

1. A person offering a course of instruction at
the postsecondary level, for profit, taat is more than
four menths in length and leads to a degree, diploma,
or license, shalil make a pro rata refuna of exghey-
£ive no less than ninety percent of the tuition Zor a
terminating student tO the appropriate agency based
upon the ratio of completed number of schedulecd schcol
days to tme-totat sixty percent of the scheculed
school days of the school term or course.

2. Notwithstandirg the provisions of subsection i,
the following refund policy snall apoliy:

a. If a terminating student has compieted sixty
percent or more Oof a schnool term or course that 1is
more than four months in length, the person offer.ng
the course of instruction is not required to refurc
tuition for the student. However, iI, '
student terminates & school term or ¢
more than four monthe in length cue
physical incapacitv or due to the tr
student's spouse's empioyment to ano
terminating student spall receive a
in an amount which equals the amount
muitiplied by the ratio of tne remainin
school days to the total schooi days of tine
term Or course.

. A refund of ninety percent of the tuition for a
terminating student tc the appropriate acency basec
upon the ratio of completed number oI school davs :O
the total school adays or the schooli term or course.
This paragraph appiies to those persons offering
courses of 1instruction at the sttsecondarxrlevel, for
procfit, whose cohort default rate for students under
45 the Stafford loan program as definec oy the United
46 States department o education iS more than one
47 nuncrec ten percent of the natiorna. average conort
48 default rate for that program for that period or six
49 Dpercent, wnichever is nigher.
5G 3. Howevery-rf If the financial obligations of a

-1-
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SENATE CLIP SHEET APRIL 9, 1990 Page 63

S-6002
Page 2
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student are for three or fewer moncths duration, this
section does not apply.

4. Refunds shall be paid to the appropriate agency
within thirty days following the student's
termination.

Tf-the-student-terminates-tater-than-three-weeks
after-the-course-of-inseruetion-has-commerced;-the
nerson-offertng-the-course-of-itnstruetion-cannoc-admte
a-student-to-reptace-the-student-for-whrch-a-refund
was-reeceived-for-the-rematrning-poercion—-ef-the-sechoot
term-or—-courses

5. A person to which this section applies shall
not cnarge a termination fee.

6. A violation of this section is a simple

misdemeanor."
By JOE WELSH

S-6002 FILED APRIL 7, 1990
WITHDRAWN (06 1740 )
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HOUSE FILE 2536 .

S-6016

Aamend House File 2536, as amended, passed, and
reprinted by the House, as follows:

1. Page 3, by inserting after line S the
following:

"Sec. . Section 714.23, Code 1989,'1is amended
to read as follows:

714.23 REFUND POLICIES.

1. A person offering a course oi instruction at
the postsecondary level, for orofit, that is more than
four months in length and leads to a cegree, diploma,
or license, shall make a pro rata refund of etghty-

+ve no iess than ninety percent orf the tuition for a
uermlnatlng student to the appropriate agency based
upon the ratio of completed number of scheduled school
cdays to the-totai sixty percent of the scheduled
school days of the school term or course.

2. Notwithstanding the provisions of subsection 1, .
the following refunc policy shall applv:

a If a terminating student has compieted sixty 4
rcent or more of a school term or course that 1is

e than four months in length, the person ofifering
;_ course of instruction 1s not recuired to refund
ruiticn for the student. However, if, &t any time, a
student terminates a school term Or course that is
more than four months in length due to the student's
nrvs¢ca1 ;ncaoac:tv or due to the transfer of thne

;uce t's spouse's emo;ovment to another c1tv, The
terminating student shall receive & recund of tui:zion
an amount which equals the amoun:t 0f tuition
rultiplied by the ratio of the Lema*.iﬁ numper of
scnool days to the total school days of the school
term Or course.

b. A refund of ninety percent of the tuition for a
terminating student to the appropriate agency bpased
upon the ratio of completed number of school days to
the total school days of the school term or course.
Thls paragraph applies to those persons cffering
courses of instruction at the postsecondary level, for
profit, whose cohort default rate for students under
tne Stafford loan program as defined by the United
States department of education 1s more tnan one
hundred ten percent of the national average cohort
default rate for that program for that period or six
percent, whichever 1i1s higher.

3. Hewevery-i2 I the financial obligations
student are for three or fewer montns duration,
section Goes not appily.

4. Refunds shall be paid to the appropriate agency
within thirty days following the studernt's
termination.
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SENATE CLIP SHEET APRIL 9, 1950
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v S-6016

'+ Page 2
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If-rhe-student-terminates-tater-than-three-weeks
after-the-course-of-inscructron-has-commenced;-the
person-cofferitng-the-course-of-instruction-cannot-admit
a-student-to-reptace-the-student-for-which-a-refund
was-reeeived-for-the-remarning-portion-of-cne-schoot
term-or-courses

5. A student who terminates a course of instruc-
tion or term shall not be charged any fee or other
monetary penalty for terminating a course of
instruction or term other than a reduction in tuition
refund as specified in this section.

6. A violation of this section is a simple
misdemeanor."

2. Page 3, line 10, by inserting after the word
"student" the following: ", the college aid
commission, and in the case of a schooi licensed under

section 157.8, the board of cosmetoiogy examiners or

in the case of a school iicensed under section 158.7,

the board of barber examiners,". -
3. By renumbering as necessary.

JOE WELSH RICHARD J. VARN

RICHARD V. RUNNING JIM LIND

S-6016 FILED APRIL 7, 1990
ADOPTED Qf/74w)

Page b5
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SENATE AHENDMENT TO HOUSE FILE 2536

Amend House File 2536, as amended passed, and
reprinted by the House, as follows:

1. Page 3, by inserting after line 5 the
following:

“Sec. . Section 714.23, Code 1989, is amended
to read as follows:

714.23 REFUND POLICIES.

1. A person offering a course of instruction at
the postsecondary level, for profit, that is more than
four months in length and leads to a degree, diploma,
or license, shall make a pro rata refund of eighty-
five no less than ninety percent of the tuition for a
terminating student to the appropriate agency based
upon the ratio of completed number of scheduled school
days to the-totat sixty percent of the scheduled
school days of the school term or course.

2. Notwithstanding the provisions of subsection 1,
the following refund policy shall apply:

a. If a terminating student has completed sixty
percent or more of a school term or course that 1is
more than four months in length, the person offering
the course of instruction is not required to refund
tuition for the student. However, 1f, at any time, a
student terminates a school term or course that 1is
more than four months in length due to the student's
physical incapacity or due to the transfer of the
student's spouse's employment to another city, the
terminating student shall recejve a refund of tuition
in an amount which equals the amount of tuition
multiplied by the ratio of the remaining number of
school days to the total school days of the school
term or course.

b. B refund of ninety percent of the tuition for a
terminating student to the appropriate agency based
upon the ratio of completed number of school days to
the total school days of the school term or course.
This paragraph applies to those persons offering
courses of instruction at the postsecondary level, for
profit, whose cohort default rate for students under
the Stafford loan program as defined by the United
States department of education 1s more than one
hundred ten percent of the national average cohort
default rate for that program for that period or six
percent, whichever is higher.

3. Hewever;-i# If the financial obligations of a
student are for three or fewer months duration, this
section does not apply.

4. Refunds shall be paid to the approprlate agency
within thirty days following the student's
termination.

-1~
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tf-the-student-terminates-tater—than-three-weeks
after-the—-course-of-tastruectton-has-commenced -the
persen-offerrng-tne-course-of-instrucecion-cannot-admit
a-student-to-repltace-the-atudent-for-which-a-refund
was-receirvea-for-the-rematning-portion-of-the-secnoot
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5. A student who terminates a course of instruc-
tion or term shall not be charged any fee or other
monetary penalty for terminating a course of
instruction or term other than a reduction in tuition
refund as specified in this section.

6. A violation of this section is a simpie
misdemeanor."

2. Page 3, line 10, by inserting after the word
"student” the following: ", the college aid
commission, and in the case of a scnool licensed under
section 157.8, the poard of cosmetology examiners or
in the case of a school licensed under section 158.7,
the board of barber examiners,".

3. By renumbering as necessary.

RECEIVED FROM THE SENATE

H~6201 FILED APRIL 8, 1990
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BY (PROPOSED DEPARTMENT OF
EDUCATION BILL)

Passed House, Date Passed Senate, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act relating to the regulation of persons providing courses of
instruction for profit, by revising requirements for corporate
surety bonds, and repealing certain disclosure requirements.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 714.18, unnumbered paragraph 1 and
subsection 1, Code Supplement 1989, are amended to read as
follows:

Every Except as otherwise provided in subsection 4, every

person, firm, association, or corporation maintaining or
conducting in Iowa any such course of instruction, by
classroom instruction or by correspondence, or soliciting in
Iowa the sale of such course, shall file with the director of
the department of education:

1. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or-tén-percent—of-the
totat-annuai-tuition-cotiected;-whichever-+s-tess; conditioned
for the faithful performance of all contracts and agreements
with students made by such person, firm, association, or
corporation, or their salespersonsT--A-persony-firmy
assectationy-or-corpoeration-desiring-to-£fiie-a-surety-bond
based-on-a-percentage-of-annual-+tuieion-shati-provide-co-the
director-of-the-department-of-educacion;-itn-the-form
prescribed-by-the-directory-a-notarized-statement-attesting-teo
the-totat-amount-of-tuttiton-cottected-in-the-preceding-twetve-
month-periods--Fhe-director-shaii-decermine-the-sufficteney-of
the-stacemenc-and-the-amount-of-the-bond---Futtion-information
submitted-pursuant-to-this-subsection-shaii-be-kepe
confidenciats

if-the-person;-firmy-asseciationy-or-corporation-has-fited
a-performance-bond-with-an-agency-of-the-nited-Statces
gevernment-pursuant-to-£federat-tawy-cthe-direcror-of-che
department-of-education-shati-reduce-the-bond-required-by-thts
subsection-by-an-amount-equat-to-the-ameunt-of-she-faderat
bond=~

Phe; but the aggregate liability of the surety for all
breaches of the conditions of the bond shall not exceed the
sum of the bond. The surety on the bond may cancel the bond
upon giving thirty days' written notice to the director of the
department of education and thereafter shall be relieved of

-1=-
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liability for any breach of condition occurring after the
effective date of the cancellation.

?he-dfrector—cf—the—department-of-education¥may-accept-a
tetrer-af-credie-from-a-bank-tn-tien-of-the-corporate-surety
bond-required-by-this-subsections _

Sec. 2. Section 714.18, Code Supplement 1989, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. A school licensed under the provisions
of section 157.8 or 158.7 shall file with the director of the
department of education:

a. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or ten percent of the
total annual tuition collected, whichever is less, conditioned:
for the faithful performance of all contracts and agreements
with students made by such school. A school desiring to file
a surety bond based on a percentage of annual tuition shall
provide to the director of the department of education, in the
form prescribed by the director, a notarized statement
attesting to the total amount of tuition collected in the
preceding twelve-month period. The director shall determine
the sufficiency of the statement and the amount of the bond.
Tuition information submitted pursuant to this paragraph shall
be kept confidential.

If the school has filed a performance bond with an agency
of the United States government pursuant to federal law, the
director of the department of education shall reduce the bond
required by this paragraph by an amount equal to the amount of
the federal bond.

The aggregate liability of the surety for all breaches of
the conditions of the bond shall not exceed the sum of the
bond. The surety on the bond may cancel the bond upon giving
thirty days' written notice to the director of the department
of education and thereafter shall be relieved of liability for
any breach of condition occurring after the effective date of

the cancellation.




The director of the department of education may accept a
letter of credit from a bank in lieu of the corporate surety
bond required by this paragraph.

b. The statement required in subsection 2.

c¢. The materials required in subsection 3.

Sec. 3. Section 714.25, Code Supplement 13989, is repealed.

EXPLANATION

The bill requires all persons and entities, except
cosmetology and barber schools licensed under section 157.8 or
158.7, maintaining or conducting any course of instruction for
profit, or soliciting the sale of such courses, to file a
$50,000 corporate surety bond with the director of the
department of education. Under current law, pursuant to
changes that were enacted during the 1989 legislative session,
the surety bond could be lower, based upon the total annual
tuition collected. The bill does not change this law
regarding licensed cosmetology and barber schools.

The bill further repeals section 714.25, which requires
certain disclosures by proprietary schools.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

Under changes made in the 1989 session of the general
assembly the department of education is no longer able to
adequately comply with the requiremeénts of Iowa Code sections
714.17 to 714.25.

Two issues appear to be of primary concern: the issuance
and amount of surety bonds, and the removal of the exemption
of schcols licensed under the provisions of sections 157.8 and
158.7.

The attorney general's office, which previously provided
the department with assistance and advice in administering
secticns 714.17 to 714.25, has divested itself of this effort.

Since surety bonds may now be less than $50,000 (we have
required as little as $2,000), the effort to recover such a
limited amount would be minimal. The attorney general's

-3~
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1 office has expressed its reluctance to assist the department,

2 and such low surety bonds are of little impact.

LSB 7532YD 73
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HOUSE PILE 2536
AN ACT
RELATING TO THE REGULATION OF PERSONS PROVIDING COURSES OF
INSTRUCTION FOR PROFIT, BY REVISING REQUIREMENTS FOR
CORPORATE SURETY BONDS, AND REPEALING CERTAIN DISCLOSURR
REQUIREMENTS.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OP IOWA:

Section 1. Section 714.18, unnumbered paragraph 1 and
subsection 1, Code Supplement 1989, are amepded to read as
follows:

Bvery Except as otherwise provided in subsection 4, every

person, firm, association, or corporation maintaining or
conducting in Iowa any such course of instruction, by
classroom instruction or by correspondence, or soliciting in
Iowa the sale of such course, shall file with the director of
the department of education:

1. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or-ten-percent-of-the
tee.i-.nnual~tuteion-eoi&cetedy-vhichc;er—i.—!eaoy conditloned
for the faithful performance of all contracts and agreements
with students made by such person, firm, association, or
corporation, or their salespersonsv--A-persony-firmy
asseciationy-or-corporation-desiring-to-fite-s-surety-bond
based-on-a-percentage-of-annuai-tuition-shaii-provide-to-the
director-of-the-departaent-of-educationy-in-the-form
prescribed-by-the-directory-a-notarized-statement-attesting-to
the-totai-amount-of-tuition-cotiected-in-the-preceding-tweive-
month-periodr--Phe-director-shaii-determine-the-sufficiency-of
the-statement-and-the-amount-of-the-bond;--Puition-information
anb-itted-pnr,nnne—te-thio-lubnceeion-.h-ti—bo-kept
confidentiais

House Pile 2536, p. 2

#f-the-persony-firmy-associaciony-or-corporation-has-fiied
a-perforaance-bond-with-an-agency-of-the-United-States
government-pursuant-to-federai-tawy-the-director-of-the
departaent-of-education-shati-reduce-the-bond-required-by-this
subsection-by-an-amount-equat-to-the-amsunt-of-the-£ederat
bond=s

®he; but the aggregate liability of the surety for all
breaches of the conditions of the bond shall not exceed the
sum of the bond. The surety on the bond may cancel the bond
upon giving thirty days' written notice to the director of the
department of education and thereafter shall be relieved of
liability for any breach of condition occurcing after the
effective date of the cancellation.

Phe-director-of-the-departaent-of-education-may-accept-a
ieeecr-et-eredit;fren-a-bcnk-in—iteu-ef-ehe-eorpoeaee-oareey
bond-required-by-this-subsections

Sec., 2. Section 714.18, Code Supplement 1989, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. A school licensed under the provisions
of section 157.8 or 156.7 shall file with the director of the
department of education:

) a. A continuous corporate surety bond to the state of Iowa
in the sum of fifty thousand dollars or ten percent of the
total annual tuition collected, whichever is less, conditioned
for the faithful performance of all contracts and agreements
with students made by such achool. A school desiring to file
a surety bond based on a percentage of annual tuition shall
provide to the director of the department of education, in the
form pfeacrlbed by the director, a notarized statement
attesting to the total amount of tuition collected in the
preceding twelve-month period. The director shall determine
the sufficiency of the statement and the amount of the bond.
Tuition information submitted pursuant to this paragraph shall
be kept confidential.
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If the school has filed a performance bond with an agency
of the United States government pursuant to federal law, the
director of the department of education shall reduce the bond
required by this paragraph by an amount equal to the amount of
the federal bond.

The aggregate liability of the surety for all breaches of
the conditions of the bond shall not exceed the sum of the
bond. The surety on the bond may cancel the bond upon giving
thirty days' written notice to the director of the department
of education and thereafter shall be relieved of liability for
any breach of condition occurring after the effective date of
the cancellation.

The director of the department of education may accept a
letter of credit from a bank in lieu of the corporate surety
bond required by this paragraph.

b. The statement required in subsection 2.

c. The materials required in subsection 3.

Sec. 3. Sectlion 714.23, Code 1989, is amended to read as
follows: , )

714.23 REFUND POLICIES.

1. A person offering a course of instruction at the
postsecondary level, for profit, that is more than four months
in length and leads to a degree, diploma, or license, shall
make a pro rata refund of eighty-five no lesa than ninety
petcent of the tuition for a terminating student to the
appropriate agency based upon the ratio of completed number of
gcheduled school days to the-tetai: sixty percent of the
geheduled school days of the school term or course.

2. Notwithstanding the provisions of subsection 1, the
following refund policy shall apply:

a. [If a terminating student has completed sixty percent or

more of a school term or courge that is more than four moanths

in length, the person offering the course of instruction is

not required to refund tuition for the student. However, if,

at any time, a studeant terminates a school term or course that

House Pile 2536, p. 4

is more than four months in length due to the student's

physical incapacity or due to the transfer of the student's

spouse's employment to another city, the terminating student

shall receive a refund of tuition in an amount which eguals
the amount of tuition multiplied by the ratio of the remaining
nimber of school days to the total school days of the school
term or course, ’
b. A refund of ninety percent of the tuition for a

terminating student to the appropriate agency based upon the
ratio of completed aumber of achool days to the total school
days of the school term or course. This paragraph applies to
those persons offering courses of instruction at the

postsecondary level, for profit, whose cohort default rate for
ntudentlAunder the Stafford loan program as aetined by the
United States department of education is more than one hundred
ten percent of the national average cohort default rate for
that program for that period or six percent, whichever is
higher.

3. Howevery-if If the financial obligations of a student
are for three or fewer months duration, this section does not
apply. _

5% Refunds shall be paid to the appropriate agency within
thicrty days following the student's termination.

$f-the-student-terminates-iater-than-three-weeks-after-the

course-of-inatruction-has-commencedy-the-person-offering-the
course-of-instruction-cannot-admit-a-student-to-repiace-the
student-for-which-a-refund-was-received-for-the-remaining
portion-of-the-schooi-term-or-courser

S. A student who terminates 3 course of instruction or

term shall not be charged any fee or other monetary penalty

for terminating a course of inatruction or term other than a

reduction in tuition refund as specified in this section.

6. A violation of this section is a simple misdemeanor.
~8ec. 4. Section 714.25, unnumbered paragraph 2, Code
Supplement 1989, is amended to read as follows:
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A proprietary school loecated-within-the-state shall, prior
to the time a student is obligated for payment of any moneys,
inform the student, the college aid commission, and in the

case of a school licensed under section 157.8, the board of

. cosmetology examiners or in the case of a school licensed
“under section 158.7, the board of barber examiners, of all of

. the following:

DONALD D. AVENSON
Speaker of the House

JO ANN ZIMMERMAN
President of the Senate

I hereby certify that this bill originated in the House and .
is known as House File 2536, Seventy-third General Assembly.

JOSEPH O'HERN

| WBJ Chief Clerk of the House
Approved ¢ 1990
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TERRY E, BRANSTAD
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