
FEB 2 1 1990 

Place On Calendar 

HOUSE FILE ,;1..5~ /. 
BY COMMITTEE ON STATE 

GOVERNMENT 

(SUCCESSOR TO HSB 777) 

Passed House, Date ,:; /7 /q,_, ( t 9.:u) Passed I I (fi IS .:39) 
Senate, Date 4 'I 'fD 

Vote: Ayes 'l'f: Nays 

Approved 

A BILL FOR 

Vote: 
!30 

I 

Ayes t./8 Nays o ----
1Cf9C> 

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: 

HOUSE FILE 2536 
H-5554 

1 Amend House File 2536 as follows: 
2 l. Page 3, by striking line 6 and inserting the 
3 following: 
4 "Sec. 3. Section 714.25, unnumbered paragraph 2, 
5 Code Supplement 1989, is amended to read as follows: 
6 A proprietary school ieeated-w±thin-the-~tate 
7 shall, prior to the time a student is obligated for 
8 payment of any moneys, inform the student of all of 
9 the following:". 
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S.F. H.F. 

1 Section 1. Section 714.18, unnumbered paragraph 1 and 

2 subsection l, Code Supplement 1989, are amended to read as 

3 follows: 

4 Eve~y Except as otherwise provided in subsection 4, every 

5 person, firm, association, or corporation maintaining or 

6 conducting in Iowa any such course of instruction, by 

7 classroom instruction or by correspondence, or soliciting in 

8 Iowa the sale of such course, shall file with the director of 

9 the department of education: 

10 l. A continuous corporate surety bond to the state of Iowa 

11 in the sum of fifty thousand dollars o~-te~-~e~ee~t-o~-the 

12 tota~-anntla~-t~±t±en-eel~eeted,-wh±eheve~-±s-~ess, conditioned 

13 for the faithful performance of all contracts and agreements 

14 with students made by such person, firm, association, or 

15 corporation, or their sa1espersons.--A-pe~son,-£±~m, 

16 a~soeiation,-o~-eo~~o~atio~-desi~±~g-to-fiie-a-stl~ety-bond 

17 based-o~-a-pe~eentage-of-an~~al-t~±tion-shaii-pro~ide-to-the 

18 d±~eeto~-o~-the-depa~tment-o£-edtleatio~,-in-the-ferm 

19 p~ese~ibed-by-the-di~eeto~,-a-nota~ized-~tatement-atte~t±ng-to 

20 the-totai-amotlnt-o£-tti±tion-eo±ieeted-in-the-~~eeeding-twelve-

21 month-pe~±od.--~he-d±~eetor-shali-dete~m±~e-the-sti££±e±eney-o~ 

22 the-statement-and-the-amotlnt-of-the-bend.--~~ition-±~format±o~ 

23 stibmitted-pti~stla~t-to-th±s-s~bseet±on-shail-be-kept 

24 eo~f±dent±ai. 

25 yf-the-person7-f±~m,-assoe±atien,-o~-ee~po~at±o~-has-filed 

26 a-per£ormanee-bo~d-w±th-an-ageney-ef-the-Bn±ted-States 

27 90~e~nment-pti~Stla~t-te-£ede~al-law,-the-d±~eetor-e~-the 

28 depa~tment-of-edtleation-shall-~edtlee-the-bond-~eqtli~ed-by-this 

29 stlbseetion-by-a~-amotlnt-eqtla±-to-the-amotlnt-o£-the-£ederal 

30 bond• 

31 ~he; but the aggregate liability of the surety for all 

32 breaches of the conditions of the bond shall not exceed the 

33 sum of the bond. The surety on the bond may cancel the bond 

34 upon giving thirty days' written notice to the director of the 

35 department of education and thereafter shall be relieved of 
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S.F. H.F. ~£..3/. 

1 liability for any breach of condition occurring after the 

2 effective date of the cancellation. 

3 ~he-d±~eetor-of-the-de~a~tmeMt-of-ecltleat±on-may-aeeept-a 

4 ietter-of-e~ed±t-f~om-a-ban~-±n-±±etl-of-the-eorporate-~tlrety 

5 boncl-reqtl±red-by-th±~-~tlb~eet±on. 

6 Sec. 2. Section 714.18, Code Supplement 1989, 1s amended 

7 by adding the following new subsection: 

8 NEW SUBSECTION. 4. A school licensed under the provisions 

9 of section 157.8 or 158.7 shall file with the director of the 

10 department of education: 

11 a. A continuous corporate surety bond to the state of Iowa 

12 in the sum of fifty thousand dollars or ten percent of the 

13 total annual tuition collected, whichever is less, conditioned 

14 for the faithful performance of all contracts and agreements 

15 with students made by such school. A school desiring to file 

16 a surety bond based on a percentage of annual tuition shall 

17 provide to the director of the department of education, in the 

18 form prescribed by the director, a notarized statement 

19 attesting to the total amount of tuition collected in the 

20 preceding twelve-month period. The director shall determine 

21 the sufficiency of the statement and the amount of the bond. 

22 Tuition information submitted pursuant to this paragraph shall 

23 be kept confidential. 

24 If the school has filed a performance bond with an agency 

25 of the United States government pursuant to federal law, the 

26 director of the department of education shall reduce the bond 

27 required by this paragraph by an amount equal to the amount of 

28 the federal bond. 

29 The aggregate liability of the surety for all breaches of 

30 the conditions of the bond shall not exceed the sum of the 

31 bond. The surety on the bond may cancel the bond upon giving 

32 thirty days' written notice to the director of the department 

33 of education and thereafter shall be relieved of liability for 

34 any breach of condition occurring after the effective date of 

35 the cancellation. 
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S.F. H.F. ~5.,3(. 

l The director of the department of education may accept a 

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 c. The materials required in subsection 3. 

sss46 Sec. 3. Section 714.25, Code Supplement 1989, is repealed. 

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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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: 
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6 House Amendment ------
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... -----------------------

S.F. H.F. ~S~L 

1 Section 1. Section 714.18, unnumbered paragraph 1 and 

2 subsection 1, Code Supplement 1989, are amended to read as 

3 follows: 

4 E~ery Exce~ as otherwise provided in subsection 4, every 

5 person, firm, association, or corporation maintaining or 

6 conducting in Iowa any such course of instruction, by 

7 classroom instruction or by correspondence, or soliciting in 

8 Iowa the sale of such course, shall file with the director of 

9 the department of education: 

10 1. A continuous corporate surety bond to the state of Iowa 

11 in the sum of fifty thousand dollars or-teM-~ereent-o~-the 

12 totai-aMntla±-ttlition-eoiieeted,-whiehe~er-±~-!e~~~ conditioned 

13 for the faithful performance of all contracts and agreements 

14 with students made by such person, firm, association, or 

15 corporation, or their salespersons~--A-~er~oM,-£±rm, 

16 a~~oe±at±on,-or-eor~orat±oM-ae~±riMg-to-£±ie-a-~tlrety-boMd 

17 ba~ed-on-a-~ereentage-o£-aMntla±-ttl±t±oM-~ha?±-~ro~±de-to-the 

18 d±reetor-o£-the-de~artment-o£-edtleatioM,-±M-the-~orm 

19 ~re~er±bed-by-the-d±reetor,-a-notar±zed-~tatement-atte~t±Mg-to 

20 the-totai-amotlnt-o~-ttl±t±on-eolleeted-±n-ehe-~reeed±ng-twel~e-

21 month-~er±od~--~he-direetor-~hall-aeterm±ne-the-~tlf£ie±eney-o~ 

22 the-~tatemeMt-aMd-the-amotlnt-o£-the-boMd~--~tl±t±on-±M£ormatioM 

23 ~tlbm±tted-~tlr~tlaMt-to-th±~-~tlb~eet±oM-~ha±±-be-ke~t 

24 eoM£±deMt±ai~ 

25 f~-the-per~oM,-£±rm,-a~~oe±at±oMy-dr-eor~orat±on-ha~-£±ied 

26 a-~er~ormaMee-boMd-w±th-aM-ageMey-o£-the-Bn±ted-State~ 

27 go~ernmeMt-~tlr~tlant-to-~ederal-law,-the-d±reetor-o£-the 

28 de~artment-o~-edtleat±oM-~ha±±-redtlee-the-boMd-reqtl±red-by-th±~ 

29 ~tlb~eet±on-by-aM-amotlnt-eqtlal-to-the-amotlnt-o£-the-~edera± 

30 bond~ 

31 Phe; but the aggregate liability of the surety for all 

32 breaches of the conditions of the bond shall not exceed the 

33 sum of the bond. The surety on the bond may cancel the bond 

34 upon giving thirty days' written notice to the director of the 

35 department of education and thereafter shall be relieved of 
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S.F. H.F. ~.,5..3' 

liability for any breach of condition occurring after the 

effective date of the cancellation. 

~he-d~reetor-o~-the-departme~t-o~-edtleati~~-may-aeeept-a 

letter-of-ereo~t-from-a-ba~~-±~-t±etl-of-the-eorporate-~tlrety 

bo~d-reqtl±reo-by-th±~-~tlb~eet±o~7 

6 Sec. 2. Section 714.18, Code Supplement 1989, is amended 

7 by adding the following new subsection: 

8 NEW SUBSECTION. 4. A school licensed under the provisions 

9 of section 157.8 or 158.7 shall file with the director of the 

10 department of education: 

11 a. A continuous corporate surety bond to the state of Iowa 

12 in the sum of fifty thousand dollars or ten percent of the 

13 total annual tuition collected, whichever is less, conditioned 

14 for the faithful performance of all contracts and agreements 

15 with students made by such school. A school desiring to file 

16 a surety bond based on a percentage of annual tuition shall 

17 provide to the director of the department of education, in the 

18 form prescribed by the director, a notarized statement 

19 attesting to the total amount of tuition collected in the 

20 preceding twelve-month period. The director shall determine 

21 the sufficiency of the statement and the amount of the bond. 

22 Tuition information submitted pursuant to this paragraph shall 

23 be kept confidential. 

24 If the school has filed a performance bond with an agency 

25 of the United States government pursuant to federal law, the 

26 director of the department of education shall reduce the bond 

27 required by this paragraph-by an amount equal to the c.mount _ _9f 

28 the federal bond. 

29 The aggregate liability of the surety for all breaches of 

30 the conditions of the bond shall not exceed the sum of the 

31 bond. The surety on the bond may cancel the bond upon giving 

32 thirty days' written notice to the directo~ of the department 

33 of education and thereafter shall be relieved of liability for 

34 any breach of condition occurring after the effective date of 

35 the cancellation. 
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S.F. H.F. 

1 The director of the department of education may accept a 

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 c. The materials required in subsection 3. 

6 Sec. 3. Section 714.25, unnumbered paragraph 2, Code 

7 Supplement 1989, is amended to read as follows: 

8 A proprietary school ioeated-w±th±n-the-~tate shall, prior 

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

10 inform the student of all of the following: 
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SENATE CLIP SHEET MARCH 26, 1990 Page JO 

HOUSE FILE 2536 
S-5678 
1~~ Amend House File 2536, as amended, passed, and re-
2 printed by the House, as follows: 
3 1. Page 3, by inserting after line 5 the 
4 following: 
5 "A school licensed under the provisions of section 
6 157.8 or 158.7 which is nationally accredited and 
7 which would be subject to the United States department 
8 of education bonding requirements is exempt from the 
9 requirements of this section. 

10 Sec. Section 714.23, Code 1989, is amended to 
11 read as follows: 
12 714.23 REFUND POLICIES. 
13 A person offering a course of instruction at the 
14 postsecondary level, for profit, that is more than 
15 four months in length and leads to a degree, diploma, 
16 or license, shall make a pro-r~t~ refund of no less 
17 than eighty-five percent of the tuition for a 
18 terminating student who has completed up to and 
19 including fifteen percent of a school term or course 
20 to the appropriate agency. If a terminating student 
21 has completed more than fifteen percent but less than 
22 fifty percent of a school term or course that is more 
23 than four months in length, the person offering the 
24 course of instruction shall refund the tuition to the 
25 appropriate agency based upon the amoun~ which equals 
26 the amount of tuition for the course of instruction 
27 multiplied by the ratio of eempieted the remain~ 
28 number of school days to the total school days of the 
29 school term or course. If a terminating student has 
30 completed fifty percent or more of a school term or 
31 course that is more than four ~onths in length, the 
32 ~?on offering the course of instruction is not 
33 required to refund t~1ition fo~ __ the student. Howey~_£_,_ 
34 if, at any time, a student terminates a school term or 
35 course that is more than four months in length due to 
36 the student's physical incapacity or due to the 
37 transfer of the student's spouse's employment to 
38 another city, the terminating student shall receive a 
39 refund of tuition in an amount which equals the amount 
40 of tuit~on multiplied by the ratio of the remaining 
41 number of school days to the total school days of the 
42 school term or course. However, if the financial 
43 obligations of a student are for three or fewer months 
44 duration, this section does not apply. 
45 Refunds shall be paid to the appropriate agency 
46 within thirty days following the student's 
47 termination. 
48 fr-the-~tttdent-term~n~te~-t~ter-th~n-th~ee-we~kg 
4 9 after-the -eottf"~e -ef- in~tf"ttet ien- h~~ -eemr.,~need,. -~!'le 
50 pef"~on-oEferin9-the-eottr~e-o~-in~tf"tleti~~-e~nMot-adm~t 
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SENATE CLIP SHEET 

S-5678 
Page 2 

MAHCH 26, 1990 

1 a-stndeMt-te-r<e~taee-t~~-stnc~eMt-fer-whieh-a-refHM~ 
2 wa~-reee:tve~-fer-the -rema :1:-Mir~g -p~rtieM- ~f-the -- seheet 
3 term-er-eeHrSe7 
4 ----A -'7 :i:et-at±eM-ef-t h :i:s-geet±c,M- i g -a-g±m~-l:e 
5 m±gdemearv:'Jr<7" 
6 2. By renumbering as nect~ssary. 

By JOE WELSH 

S-5678 FILED MARCH 23, 19901 ( ) 
~--~~~~4-!<1- d./S3g 

HOUSE FILE 2536 
S-5745 

Page 31 

1 Amend the amendment, S-5678, to House File 2536, as 
2 amended, passed, and reprinted by the House, as 
3 follows: 
4 l. Page l, line 13, by striking the words "A 
5 person" and inserting the following: 
6 "1. A per son". 
7 2. Page 1, by striking line 16 and inserting the 
8 following: "or license, shall make a pr<e-r<ata refund 
9 ef as follows: 

10 a. A refund of no less". 
ll 3. Page 1, by striking line 42 and inserting the 
12 following: "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 default rate for students 
16 under the Stafford loan program for the previous 
17 reporting period is less than one hundred ten percent 
18 of the national average default rate for that program 
19 for that period or six percent, whichever is more. 
20 b. A refund of eighty-five percent of the tuition 
21 for a terminating student to the appropriate agency 
22 based upon the ratio of completed number of school 
23 days to the total school days of the school term or 
24 course. 
25 This paragraph applies to those persons offering 
26 courses of instruction at the postsecondary level, for 
27 profit, who are not covered under paragraph "a". 
28 2. Hewever- 7 -±f If the financial". 
29 4. Page 1, line~5, by striking the word 
30 "Refunds" and inserting the following: 
31 "3. Refunds". 
32 5. Page 2, by striking lines 4 and 5 and 
33 inserting the following: 
34 "4. A violation of this section is a simple 
35 misdemeanor."" 

S-)745 fiLED MARCH 28, 1990 
-.:-' 1 JY 'f 'i l t . I S 39) 

By RICHARD VARN 
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HOUSE FILE 2536 
S-5836 

p' Amend the amendment, S-5678, to House File 2536, as 
2 amended, passed, and reprinted by the House, as 
3 follows: 
4 l. 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 
(__i cL f .t;__~ ·-1-/'f (if / > .3. G 

HOUSE FILE 2536 
S-5844 

1 Amend the amendment, S-5678, to House File 2536, as 
amended, passed, and reprinted by the House, as 
follows: 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

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

"1. A person". 
2. Page 1, by striking line 16 and inserting the 

following: "or license, shall make a pro-rdta 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 

12 
13 
14 offering courses o~ in~!ru~tion 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 s1x 
20 percent, whichever is higher. 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

b. A refund of eighty-five percent of the tuition 
for a terminating student to the appropriate agenc~ 
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 exceeds the 
parameters established in paragraph "a". 

2. How~v~r- 7 -±f If the financial". 
--~4-. Page l, line~5, by striking the word 
"Refunds" and inserting the following: 

"3. Refunds". 
5. 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-5844 FILED APRIL 2, 1990 
·. ~ 7, ( <.f. /I • , . _.., ;-·) 
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SENATE CLIP SHEET APRIL 9, 1990 

HOUSE FILE 2536 
S-6002 

1 
2 
3 

·4 
5 
6 
7 
8 
9 

lO 
ll 
12 
13 
14 
15 
::.6 
17 
::.8 
J.9 
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 
so 

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 requirements 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, t~at is more than 
four months in length and leads to a degree, diploma, 
or license, sha~l make a pro rata ~efund of ei9hty­
~±~e no less than ninety percent of tne tui~ion ~or a 
terminating student to the appropriate cgency based 
upon the ~atio of completed number of scheduled school 
days to tMe-tota~ sixtv oercent of the scheduled 
schooJ. davs of the school term or course. 

2. No~withstandi~g the provisions of subsect~o~ ~. 
the following refund policy shal: ap~ly: 

a. If a terminating student has comoleted s~xtv 
percent or more of a school term or course ~~at is 
more than four mon~hs in leng~h, the o~:sou o:fe~~ 
the course of inst~uc~ion is not recuired ~o ref~rc 
tuition for the s~udent. However, i::, at any t.i..~.e, a 
student terrr.inates a school term or course ~~at is 
mo ,.e --han fou~ :""'·o·"' .... r.c. .;n 'enrt:·" c.·ue ....-,-.. ~r..p c:~··ne"""':'"'!s ~ ~·' - • ,,, '·~··- ~ .... ':2 ·• _...., :-···- ~ .... u ..... •·~ 

physical incapacity or due to the transfer of tne 
student's spouse's employment to another citv, t~e 
terminatinc student snall receive a refund of tuit~on 
in an amount which equals the amount of tuition 
multiolied bv the ratio of the remainlng n~mber of 
scnool days to the total school days of the school 
~erm or course. 

b. A refund of ninety percent of the tuition for a 
terminatinq studen~ to the appropriate asency basec 
upon the ratio of comoleted number of school davs to 
the total school davs of the school term or course. 
This paragraph applies to those persons offering 
courses of instruction at the postsecondary level, for 
orofit, whose cohort default rate for students under 
the Stafford loan progra~ as definec 8y the United 
States deoartment o: education is more than one 
hundred :en percent of the national average cohort 
defa~:r. rate for that prosram for that 2eriod or six 
oercer.t, whichever is hisher. 

3. Howe~~~,-±i ~f the financial obligations of a 
-1-
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S-6002 
Page 2 

APRIL 9, 1990 

l student are for three or fewer monLhs duration, this 
2 section does not apply. 
3 4. Refunds shall ~e paid to the appropriate agency 
4 within thirty days following the student's 
5 termination. 
6 rf-the-~~tldent-~e~m~naee~-~~~e~-than-~h~ee-wee~s 
7 a~ee~-the-eotl~se-of-±nst~~et±on-ha~-eomme~eeo,-the 
8 ?e~son-of~ering-the-eotlrse-of-±nst~tlet±on-eannot-ctdm±~ 
9 a-sttloent-to-rep~aee-the-~ttloent-for-wh±eh-a-re~tlnd 

10 was-~eee±~eo-for-the-reme±n±ng-port±on-of-the-seheol 
~1 term-or-eotlrse• 
12 5. A person to which this section applies shall 
13 not charge a termination fee. 
l4 6. A violation of this section is a simple 
l5 misdemeanor." 

S-6002 FILED APRIL 7, ~990 
WITH::>RAWN Cff·17'fo) 

By JOE WELSH 
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SENATE CLIP SHEET APRIL 9, 1990 

HOUSE FILE 2536 
S-6016 

1 Amend House File 2536, as amended, passed, and 
2 reprinted by the House, as follows: 
3 1. Page 3, by inserting after line 5 the 
4 following: 
5 "Sec. Section 714.23, Code 1989,·is amended 
6 to read as-follows: 
7 714.23 REFUND POLICIES. 
8 1. A person offering a course o~ instruction at 
9 the-postsecondary level, for profit, that is more than 

ll 
12 
13 
14 
15 
16 

10 four months in length and leads to a degree, diploma, 
or license, shall make a pro rata refund of ei9hty­
~±~e no less than ninety percent oi the tuition for a 
~erminating student to the appropriate agency based 
upon the ratio of completed number of scheduled school 
days to the-tote~ sixty percent of the scheduled 
school days of the school term or course. 

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 
~6 
47 
48 
49 
50 

2. Notwithstand:ng the provisions of subsection 1, 
the ::allowing ref;...:41c oolicy shal: app~ 

~. If a termi~ating student has co~~~eted sixt~ 
oercent or more of a school term or co~rse that is 
::-:ore than four months in length, t!":e person offerin_g_ 
:~2 course of instruction is not required to r2fund 
~Ulticn for the student. However, if, at any time, a 
st<:dent terminates a school term or co'i.:rse that is 
more than four months in length due to the student's 
nhvsical incaoacitv or due to the transZer of the 
stude~t's spouse's employment to another citv, :he 
~erminating student shall receive a refund of tui:ion 
i~ an amount which equals the amou~~ or tuition 
multiPlied by the ratio of the remaini;.g number 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 aopropria~e age~cy based 
~pon the ratio of completed number of school days to 
:he total school days of the school term or course. 
~his oaragraph applies to those persons offe~ing 
courses of instruction at ~he postsecondary level, for 
profit, whose cohort default rate for students unde~ 
the Stafford loan program as defined by the United 
States department of education is more :han one 
hundred ten percent of the national average conort 
default rate for that program for that period or six 
oercent, whichever is hiaher. 

3. Ho~e~er,-±~ 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 appropriate agency 
within thirty days following the stude~t's 
termination. 

-1-
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SENATE CLIP SHEET 

~ S-6016 
•.. Page 2 

APRIL 9, 1990 

l ff-~h~-~ttlde~t-t~rm±ft~te~-i~t~r-than-thr~~-w~~~~ 
2 after-th~-eetlrse-of-±~~trtlet±en-has-eomm~~e~o,-th~ 
3 p~r~on-off~r±n9-th~-eetlrse-of-±~strtlet±en-eannet-adm±t 
4 a-sttld~nt-to-re~~aee-the-sttlo~nt-for-wh±eh-a-r~ftlnd 
5 was-r~e~i~eo-for-th~-rema±n±n9-pert±on-ef-~n~-sehoe± 
6 term-er-eetlr~~· 
7 5. A stude~t who terminates a course of instruc-
8 tion or term shall not be charged any fee or other 
9 monetary penalty for terminating a course of 

10 instructio~ or cerm other than a reduction in tuition 
11 refund as specified in this section. 
12 6. A violation of this section is a simple 
l3 misdemeanor." 
l4 2. Page 3, line 10, by inserting after the word 
15 "student" the following: ", the college aid 
16 co~~ission, and in the case of a sctool licensed under 
17 section 157.8, the board of cosmetology examiners or 
18 in the case of a school licensed under section 158.7, 
19 the board of barber examiners,". 
20 3. By renumbering as necessary. 
By JOE WELSH RICHARD J. VARN 

RICHARD V. RUNNING JIM LIND 

S-6016 FILED APRIL 7, 1990 
ADOPTED Lf J 7 +o) 

!?age 6~ 1 ,, 



SENATE AMENDMENT TO HOUSE FILE 2536 
· - -- H-6201-

1 Amend House ~ile~2536, as amendedJ passed,_ a~d 
2 reprinted by the Hous-e, as follows: ~ 
3 1. Page 3, by inserting after line 5 the 
4 following: 
5 "Sec. Section 714.23, Code 1989, is amended 
6 to read as-follows: 
7 714.23 REFUND POLICIES. 
8 1. A person offering a course of instruction at 
9 the-postsecondary level, for profit, that is more than 

10 four months in length and leads to a degree, diploma, 
11 or license, shall make a pro rata refund of eighty-
12 five no less than ninety percent of the tuition for a 
l3 terminating student to the appropriate agency based 
14 upon the ratio of completed number of scheduled school 
15 days to the-tota± sixty percent of the scheduled 
16 school days of the school term or course. 
17 2. Notwithstanding the provisions of subsection 1, 
18 the following refund policy shall apply: 
19 a. If a terminating student has completed sixty 
20 percent or more of a school term or course that is 
21 more than four months in length, the person offering 
22 the course of instruction is not required to refund 
23 tuition for the student. However, if, at any time, a 
24 student terminates a school term or course that is 
25 more than four months in length due to the student's 
26 physical incapacity or due to the transfer of the 
27 student's spouse's employment to another city, the 
28 terminating student shall receive a refund of tuition 
29 in an amount which equals the amount of tuition 
30 multiplied by the ratio of the remaining number of 
31 school days to the total school days of the school 
32 term or course. 
33 b. A refund of ninety percent of the tuition for a 
34 terminating student to the appropriate agency based 
35 upon the ratio of completed number of school days to 
36 the total school days of the school term or course. 
37 This paragraph applies to those persons offering 
38 courses of instruction at the postsecondary level, for 
39 profit, whose cohort default rate for students under 
40 the Stafford loan program as defined by the United 
41 States department of education is more than one 
42 hundred ten percent of the national average cohort 
43 default rate for that program for that period or six 
44 percent, whichever is higher. 
45 3. H~wever,-if If the financial obligations of a 
46 student are for three or fewer months duration, this 
47 section does not apply. 
48 4. Refunds shall be paid to the appropriate agency 
49 within thirty days following the student's 
50 termination. 
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HOUSE CLI? SHEET APRIL 8, 1990 Page 19 

H-6201 
2 Page 

1 ±f-ehe-se~dene-ee~m±naee~-!ate~-than-three-wee~s 
afte~-the-eo~rse-~~-±Mst~~etioM-h~5-eommeneedy-the 
person-o€fer±ng-the-eoctrse-of-±ngt~tlet±on-ea~not-~dm±t 
a-se~dent-to-rep±aee-the-st~dent-for-wh±eh-a-reftlnd 

wa~-reee±veo-fo~-the-~emain±n~-port±on-of-the-senoo± 
ee~m-o'l"-eOti'I"Se-;-

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

5. A student who terminates a course of instruc­
tion or term shall not be charged ~ny 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 

16 commission, and in the case of a scnool licensed under 
17 section 157.8, the board of cosmetology examiners o~ 
18 in the case of a school licensed under section 158.7, 
19 the board of barber examiners,". 
20 3. By renumbering as necessary. 

H-6201 FILED APRIL 8, 1990 
CONCURRED lif · -?<II") 

v 

RECEIVED FROM THE SENATE 
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Passed House, Date 

Vote: Ayes Nays 
Approved 

f,JS~ 777 

STATE GOVERNMENT 

HOUSE FILE ~{53!? 
BY (PROPOSED DEPARTMENT OF 

EDUCATION BILL) 

Passed Senate, Date 

Vote: Ayes Nays 

A BILL FOR 

1 An Act relating to the regulation of persons providing courses of 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

BE 

instruction for profit, by revising requirements for corporate 

surety bonds, and repealing certain disclosure requirements. 

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

TLSB 7532YD 73 

mc/sc/14 



S.F. H.F. 

1 Section 1. Section 714.18, unnumbered paragraph 1 and 
2 subsection 1, Code Supplement 1989, are amended to read as 

3 follows: 
4 E~ery Except as otherwise provided in subsection 4, every 

5 person, firm, association, or corporation maintaining or 

6 conducting in Iowa any such course of instruction, by 

7 classroom instruction or by correspondence, or soliciting in 
8 Iowa the sale of such course, shall file with the director of 

9 the department of education: 
10 1. A continuous corporate surety bond to the state of Iowa 

11 in the sum of fifty thousand dollars er-ten-pereent-e€-the 

12 tote%-enn~e%-t~~t~en-ee%%eetee;-w~±ehe~er-±~-ie~~~ conditioned 

13 for the faithful performance of all contracts and agreements 
14 with students made by such person, firm, association, or 

15 corporation, or their salespersons~--A-pe~sen;-£±~m; 

16 e~see±et±en;-e~-eerperat±en-ees±r±n~-te-€±%e-e-~~rety-eefte 

17 basee-en-a-pereents~e-o€-enn~a%-t~~t±en-s~s%%-pre~±ee-te-the 

18 e±reeter-e£-t~e-eepertment-ef-ee~eat±en;-±n-the-£erm 

19 preser±bed-by-the-e±reeter;-s-neter±zee-statement-sttest±n~-te 

20 t~e-teta%-ame~nt-e£-t~±t~en-ee%%eetee-±ft-the-~reeed±n~-twe%~e-

21 ment~-per~ed~--~he-e±reeter-she%%-eeterm~fte-the-s~£€±e±eney-e€ 

22 the-statement-sfte-the-ame~nt-ef-t~e-bene~--~~±t±en-±nfermst~en 

23 s~bm±ttee-p~rs~snt-te-th±s-s~eseet±en-she%%-be-~ept 

24 een€±deftt±s%~ 

25 ~f-t~e-person;-€±rm;-essee±at~en;-er-eerperet~en-hes-f±%ed 

26 e-perfermenee-bene-w±t~-eft-e~eney-ef-the-an~tee-Stetes 

27 ~e~ernmeftt-p~rs~eftt-te-feeera%-isw;-the-e±reeter-ef-the 

28 eepertment-ef-ed~eet±en-shs%%-ree~ee-the-bene-re~~~red-by-th~s 

29 s~bseet±on-by-en-eme~nt-e~~a%-te-the-eme~nt-e£-the-€eeers% 

30 bend~ 

31 ~~e~ but the aggregate liability of the surety for all 

32 breaches of the conditions of the bond shall not exceed the 

33 sum of the bond. The surety on the bond may cancel the bond 
34 upon giving thirty days' written notice to the director of the 

35 department of education and thereafter shall be relieved of 

-1-
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S.F. H. F. 

1 liability for any breach of condition occurring after the 

2 effective date of the cancellation. 

3 ~he-d±~e~to~-of-the-dep~rtment-o£-ed~e~t±on-msy-~eeept-a 

4 %ette~-o~-e~ed±t-from-a-~sn~-±n-%±e~-o£-the-eorporate-~~rety 

5 ~end-req~±red-~y-th±~-~~~~eet±en~ 

6 Sec. 2. Section 714.18, Code Supplement 1989, is amended 

7 by adding the following new subsection: 

8 NEW SUBSECTION. 4. A school licensed under the provisions 

9 of section 157.8 or 158.7 shall file with the director of the 

10 department of education: 

11 a. A continuous corporate surety bond to the state of Iowa 

12 in the sum of fifty thousand dollars or ten percent of the 

13 total annual tuition collected, whichever is less, conditioned· 

14 for the faithful performance of all contracts and agreements 

15 with students made by such school. A school desiring to file 

16 a surety bond based on a percentage of annual tuition shall 

17 provide to the director of the department of education, in the 

18 form prescribed by the director, a notarized statement 

19 attesting to the total amount of tuition collecteq in the 

20 preceding twelve-month period. The director shall determine 

21 the sufficiency of the statement and the amount of the bond. 

22 Tuition information submitted pursuant to this paragraph shall 

23 be kept confidential. 

24 If the school has filed a performance bond with an agency 

25 of the United States government pursuant to federal law, the 

26 director of the department of education shall reduce the bond 

27 required by this paragraph by an amount equal to the amount of 

28 the federal bond. 

29 The aggregate liability of the surety for all breaches of 

30 the conditions of the bond shall not exceed the sum of the 

31 bond. The surety on the bond may cancel the bond upon giving 

32 thirty days' written notice to the director of the department 

33 of education and thereafter shall be relieved of liability for 

34 any breach of condition occurring after the effective date ·of 

35 the cancellation. 

-2-



S.F. H.F. 

1 The director of the department of education may accept a 

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 c. The materials required in subsection 3. 

6 Sec. 3. Section 714.25, Code Supplement 1989, is repealed. 

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. 
20 BACKGROUND STATEMENT 

21 SUBMITTED BY THE AGENCY 

22 Under changes made in the 1989 session of the general 

23 assembly the department of education is no longer able to 

24 adequately comply with the requirements of Iowa Code sections 

25 714.17 to 714.25. 

26 Two issues appear to be of primary concern: the issuance 

27 and amount of surety bonds, and the removal of the exemption 

28 of schools licensed under the provisions of sections 157.8 and 

29 158.7. 
30 The attorney general's office, which previously provided 

31 the department with assistance and advice in administering 

32 sections 714.17 to 714.25, has divested itself of this effort. 

33 Since surety bonds may now be less than $50,000 (we have 

34 required as little as $2,000), the effort to recover such a 

35 limited amount would be minimal. The attorney general's 



S.F. H.F. ----

1 office has expressed its reluctance to assist the department, 

2 and such low surety bonds are of little impact. 

3 

4 

5 

6 

7 

8 

9 

10 

ll 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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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 DISCLOSURC 
REQUIREMENTS, 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWAa 

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

B•ery Except as otherwise provided in subsection 4, every 
person, fir~, association, or corporation .. intaining 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 education1 

1. A continuous corporate surety bond to the state of Iowa 
in the sum of fifty thousand dollars o~-ten-percent-of-the 
totei-ennue~-t~ition-co~~ectedr-whtche•er-ts-~eser conditioned 
for the faithful performance of all contracts and agreements 
with students made by such person, firm, association, or 
corporation, or their salespersonaT--A-personr-firar 
sssociationr-or-corporetion-destring-to-fiie-a-a•rety-bond 
~aed-on-e-percentage-of-ann•el-tuition-aheii-pro•ide-to-the 

•lrector-of-the-department-of-educationr-in-the-fora 
preseribed-by-the-directorr-a-notsriaed-stateaent-attesting-to 
the-total-amount-of-t~ition-eo~lected-tn-the-preceding-twel•e­

aonth-pertodT--~he-dtrector-aheli-deteraine-the-sufficiency-of 

the-atateaent-and-the-eaount-of-the-bond.--~uition-information 

subaitted-pur~uent-to-thta-aubaection-ahell-be-kept 

confidentielT 

·, 

House Pile 2536, p. 2 

ff-the-personr-firar-associetionr-or-corporetion-haa-filed 
a-perforaance-bond-with-en-agency-of-the-United-States 
go•~rnaent-purauant-to-federal-lewr-the-dtrector-of-the 

departaent-of-education-ahail-reduce-the-bond-required-by-this 
a•bsection-by-an-aaount-equa~-to-the-eaount-of-the-federal 

bond. 
~hez but the aggregate liability of the surety for all 

breaches of the conditions of the bond shall not exceed the 
sua of the bond. The surety on the bond may cancel the bond 
upon giving tbirty 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. 

'he-dlrector-of-the-departaent-ot-educatlon-aey-aceept-a 
ietter-of-credit-froa-a-benk-in-iieu-of-the-corporete-a~rety 

bond-req~ired-by-thia-s~baectionT 

Sec. 2. Section 714.18, Code Suppleaent 1989, is amended 
by adding the following new subsections 

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 •urety bond based on a percentage of annual tuition shall 
provide to the director of the department of education, in the 
fora 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. % .... 

~ 
~ 
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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 aaount 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 effecti9e 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 z. 
c. The materials required in subsection l. 

Sec. l. Section 714.31, Code li8i, is ... nded to read as 
follOWS I 

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, diploaa, or license, shall 
•ake a pro rata refund of eitnty-fiYe no leas than ninety 
percent of the tuition for a ter•inating student to the 
appropriate a9ency baaed upon the ratio of completed nuaber of 
tcheduled school days to tne-tstsl sixty psrcsnt of the 
IChtdulsd acaool days of ths school term or course. 

z. Notwithstanding the provisions of subsection 1, the 
following refund policy shall applY• 

a. If a terminating student has completed sixty percent or 
.are of a school term or course that is more than four months 
in length, the person offering the course of instruction is 
not required to refund tuition for the student. However, if, 
at any time, a student ter•inatea a school term or course that 

. 
• 
/ 
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Hou~e File 2536, p. 4 

is more than four aonths in length due to the student's 
physical incapacity or due to the transfer of the student's 
spouse~& employment to another city, the terminating student 
shall receive a refund of tuition in an ADOunt which eguals 
the amount of tuition multiplied by the ratio of the remaining 
nU.ber of school days to the total tcbool days of the school 
term or course. 

b. A refund of ninety percent of the tuition for a 
terminating student to the appropriate agency baaed upon the 
ratio of coapleted number of school days to the total school 
days of the echool ter• or course. This paragraph applies to 
those·peraona offering courses of instruction at the 
postsecondary level, for profit, whose cohor.t default rate for 
students under the Stafford loan program as defined by the 
United States department of education is more than one hundred 
ten percent of the national average cohort default rate for 
that progra• for that period or six percent, whichever is 
higher. 

~ Howeyer7-if If 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 withia 
thirty. days following the student's termination. 

11-the-atu~ent-ter•inatea-later-tnan-three-weeks-after-the 

eo•rae-of-instr•etion-naa-eoaaenee~J-the-peraon-offering-the 

eo•rae-ot-inatruetion-eannot-aO.it-a-at•~ent-to-repiaee-tne 

at•dant-for-whieh-a-refun~-waa-reeeiYad-for-the-reaainint 

portion-of-the-aehooi-ter•-or-eo•raaT 
S. A student who terminates 4 course of instruction or 

term shall not be charged any fee or other monetary penalty 
for terminating a course of instruction or tar• other than a 
reduction in tuition refund as specified in this section • 
~ A violation of this section is a simple misdemeanor. 
Sec. 4. Section 714.25, unnumbered paragraph 2, Code 

Supplement .li89, is amended to read as follows• 

---~ ;"'"'"•" ........... 
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A proprietary school %oea~ed-wi~hi~-~he-s~a~e 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 c~rtify that this bill originated in the House and· 

is known as House File 2536, Seventy-third General Assembly. 

JOSEPH O'HERN 

Approved tiJud 3o . 
Chief Clerk of the House 

1990 

TERRY E. BRANSTAD 

Governor 
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