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IDENTIFIED ISSUES, BACKGROUND AND
RECOMMENDATIONS REGARDING
THE BUREAU FOR PRIVATE POSTSECONDARY EDUCATION

BRIEF OVERVIEW OF THE
BUREAU FOR PRIVATE POSTSECONDARY EDUCATION

History and Function of the Bureau for Private Possecondary Education

The Bureau for Private Postsecondary Education BBPresponsible for oversight of private
postsecondary educational institutions operatirt wiphysical presence in California. Establisbgd
Assembly Bill 48 (Portantino, Chapter 310, Statwte2009) after numerous legislative attempts to
remedy the laws and structure governing regulasfqurivate postsecondary institutions, the billkoo
effect January 1, 2010, to make many substantisagds that created a new, solid foundation for
oversight and gave the new BPPE an array of enfognétools to ensure schools comply with the
law.

The state’s program for regulation of private pestsidary and vocational education institutions has
historically been plagued by problems. During tte 1980’s, the state developed a reputation as the
“diploma mill capital of the world.” During thisgriod, State Department of Education regulated the
private postsecondary education industry. As altre$ concerns about the integrity and value &f th
degrees and diplomas issued, widely varying staisddne lack of enforcement provisions, and
exemptions from oversight authorized in the stateomprehensive reform bill was enacted. SB 190
(Morgan) created the Private Postsecondary andt\oed Education Reform Act of 1989 (Reform
Act) to overhaul the state's regulatory program taaisferred oversight responsibility for the peorgr

to the 20-member Private Postsecondary and Vo@touncil (Council). Concurrently, the Maxine
Waters School Reform and Student Protection Acttév$aAct) was enacted. The provisions of the
Reform Act and the Waters Act were merged, butgisimcreated a fragmented structural framework
for regulation of private postsecondary and voceti@ducation institutions with numerous
duplicative and conflicting statutory provisionsialinwould plague California’s oversight of these
institutions until the law sunset on July 1, 2008.

In the years following enactment of the Reform Acincerns were expressed about the Council’s
implementation of the Act. In 1995, the Califoriiastsecondary Education Council (CPEC) found
there were potentially up to 1,000 unapproved tatstins operating in California and the Council
lacked the enforcement powers or punitive measugeded to address these violations. While CPEC
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recommended amending the Act to provide the Couwvithl the authority and other resources to
ensure that all institutions operate in compliawdé the Act, no action was taken on this proposal.
1997, AB 71 (Wright) was enacted to create the &rBureau For Private Postsecondary and
Vocational Education (BPPVE) within the Departmeh€Consumer Affairs (DCA), transferred
responsibility for administration of the Reform AotBPPVE and extended the Reform Act's sunset
date to January 1, 2005.

In 2000, the Bureau of State Audits (BSA) conductediudit of the DCA to determine whether the
Department was properly overseeing its regulatogrdis and bureaus. The BSA reviewed four boards
and bureaus in detail, including BPPVE and fourad the DCA was not fulfilling its oversight
responsibilities and was allowing weaknesses gnbing and complaint processing to continue. In
2002, the DCA'’s Internal Audit Office completedeview of BPPVE’s programs and operations. The
DCA'’s Internal Audit Office made a number of recoemdations for BPPVE to modify and improve
its operations. During 2002, BPPVE completedirs Sunset Review before the Joint Legislative
Sunset Review Committee (JLSRC). As part of teisaw, BPPVE committed to reestablish the
Bureau’s Advisory Board, simplify and streamline aippeal procedures, sponsored legislation to
change current statutes and adopt regulationsstarercomprehensive and effective application
approval procedures, enforcement and disciplinatipias and address deficiencies noted in the BSA
audit. In 2003, SB 364 (Figueroa) required BPP\tEkwith JLSRC staff to streamline the Reform
Act, determine the cost and staffing needed to fitestatutory obligations, improve its data
collections and dissemination systems and to repdhe Legislature on a number of the changes
requested.

In 2004, the Joint Committee on Boards, CommissamsConsumer Protection (Joint Committee)
held a special hearing regarding BPPVE and recordetethat the Reform Act be revised to make it
intelligible and enforceable and that the Admirgston and the DCA should consider restoring, adtlea
temporarily, the Bureau'’s staffing resources tacheut existing backlogs.

The Joint Committee also recommended that the D@pdiat an Operations and Enforcement
Monitor to complete an objective assessment off@alia’s regulation of private postsecondary and
vocational education institutions, including bdtle administrative operations of BPPVE and the
provisions of the Reform Act. In 2004, in respotwséne persistent problems with BPPVE, the
Legislature enacted SB 1544 (Figueroa, Chapter S#&@utes of 2004), which required the
appointment of an Enforcement Monitor (Monitorjpimvide an in-depth and impartial examination of
BPPVE's operations. The Monitor’s report, presdrtethe Joint Committee on December 7, 2005,
outlined a “twenty-year record of repeatedly idied, fundamental problems in every one of the
Bureau's key operations.” The Report found tha®¥P both inadequately protected consumers and
impeded the expansion of quality postsecondaryagdtional educational opportunities

The concerns and recommendations raised by thettdamere generally consistent with concerns
raised by the CPEC in 1995, the 2000 BSA reporttaadCA’s own 2002 internal investigation. At
the time of its sunset, BPPVE had not addresseq wiaits fundamental problems with oversight and
enforcement. The Monitor’s report stated manyhefrioot causes of enforcement and oversight
failures can be traced back to deficiencies withenReform Act.

During the time that the BPPVE and Former Act wameset, the private postsecondary education

industry operated in California without regulatienoversight for the approximately 1,500 private

postsecondary institutions that had been approyed8P#VE, including approximately 1,200

vocational training schools and 300 branch sagsllias well as, approximately 300 degree-granting
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institutions with an estimated student enrollmdragproximately 400,000. BPPVE registered
approximately 700 private institutions providinggiterm career/seminar training, continuing
education, intensive English language programs/iaedse exam preparation courses. Of those
students, approximately 280,000 students attendeelagree-granting institutions and the remaining
120,000 attended degree-granting institutions. \BPRpproved institutions served a significant
portion of students seeking postsecondary educdtamd vocational training services. In 2006,
BPPVE approved institutions that served as margestis as were served by the entire California
State University system. It is generally believieat BPPVE institutions, especially the vocational
schools, tend to serve segments of the populatiatnare underserved by the traditional public and
private postsecondary education institutions.

AB 48 established BPPE’s authority to regulate gtevpostsecondary institutions and enforce the
provisions of the new California Private Postse@gdEducation Act (Act) and responded to the
major problems with the former laws governing thaustry in California. The Act requires all
unaccredited colleges in California to be approve®@PPE, and all nationally accredited colleges to
comply with numerous student protections. It astablishes prohibitions on false advertising and
inappropriate recruiting. The Act requires disal@sof critical information to students such as
program outlines, graduation and job placemensrated license examination information, and
ensures colleges justify those figures. The Asb guarantees students can complete their eduahtion
objectives if their institution closes its doorsiletproviding BPPE with enforcement powers
necessary to protect consumers. The Act direcRREBB:

» Create a structure that provides an appropriatd Evoversight, including approval of private
postsecondary educational institutions and programs

« Establish minimum operating standards for Califanpiivate postsecondary educational
institutions to ensure quality education for studen

» Provide students a meaningful opportunity to héneértcomplaints resolved:;

» Ensure that private postsecondary educationatutistns offer accurate information to
prospective students on school and student perfwejdahereby promoting competition
between institutions that rewards educational piahd employment success; and,

» Ensure that all stakeholders have a voice andeaslhn the operations and rulemaking
process of BPPE.

BPPE also actively investigates and combats urdegmctivity, administers the Student Tuition
Recovery Fund (STRF), and conducts outreach anckéidu activities for private postsecondary
educational institutions and students within tlatest

While the Act became effective on January 1, 2@0as not until passage of the 2010-11 Budget Act
on October 8, 2010, that BPPE was given the funtireypport its operations.

The current BPPE mission statement is as follows:

The Bureau exists to promote and protect the intee of students and consumers: (i)
through the effective and efficient oversight of (@farnia's private postsecondary
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educational institutions, (ii) through the promotio of competition that rewards educational
quality and employment outcomes, (iii) through praaely combating unlicensed activity,
and (iv) by resolving student complaints in a mamnghat benefits both the complaining
student and future students.

The BPPE is one of 39 boards, bureaus, commita@esother programs at DCA.

As a bureau under DCA, BPPE does not have a ba#incdavmembership made up of appointed
members. Instead, a bureau operates under theigiveof a Bureau Chief who is appointed by the
Governor and serves under the direct authorithefirector of DCA. BPPE has an Advisory
Committee tasked with advising the Bureau on mattelating to private postsecondary education and
the administration of the Act, including annualgviewing the fee schedule, licensing, and
enforcement provisions of the statute. BPPE in tsitasked with actively seeking input from, and
consulting with, the Advisory Committee regardihg development of regulations to implement the
Act.

The Advisory Committee is made up of 12 membeduting: three members with a demonstrated
record of advocacy on behalf of consumers, one apphinted by the Director of Consumer Affairs,
the Senate Committee on Rules, and the Speakbe éfdsembly; two members appointed by the
Director of DCA who are current or past studentssfitutions; three members appointed by the
Director of DCA who represent private postsecondsahycation institutions; two members appointed
by the Director of DCA who are employers that hinrgtitution students; one public member appointed
by the Senate Committee on Rules and; one publimbee appointed by the Speaker of the Assembly.

All Advisory Committee meetings are subject to Bagley-Keene Open Meetings Act. The following
is a listing of the current members of the Committe

Term
Expiration | Appointing Authority
Date

Appointment

Name and Short Bio
Date

Shawn Crawford, Chair 2/10/2010 N/A DCA Director
Mr. Crawford is the Vice President for Regulatorffairs of
ITT Educational Services, Inc. and is responsible f
overseeing and directing the regulatory and actosdefforts
of the company’s ITT Technical Institutes and Dakebster
College. He was previously the Director of Comptia at
Great American Financial Resources, Inc., a difietsi
financial services organization in Ohio. In thiderhe was
responsible for directing legislative and regulgtoompliance,
including anti-money laundering and anti-fraud peogs.
Prior to this he was with Federated DepartmenteStdnc. in
Cincinnati, where he was involved in ensuring caame
with the Employee Retirement Income Security Ac1874
and managing employee benefits for more than 100p0¢h
participants. Mr. Crawford earned a J.D. from theversity
of Pittsburgh School of Law, and a B.A. from Allegty
College. In addition to his role on the Advisoryr@mittee, he
is co-Chair of the California Coalition of Accreelit Career
Schools, and has served as a speaker and paoelisef
Association of Private Sector Colleges and Univiesiand the
Accrediting Commission of Career Schools and Celeg

Margaret Reiter, Vice Chair 3/10/2010 N/A Senate Committee of
Attorney Margaret Reiter was a consumer investigaith the Rules
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Los Angeles County Consumer Affairs Department ffour
years and worked for 20 years as a consumer prasewith
the California Attorney General's Consumer Law Bact She
has investigated or prosecuted businesses engagetsumer
fraud including foreclosure "consultants,” mortgdgaders,
debt settlement companies, vocational schoolsndivirust
mill/annuity sellers, prepaid phone card compangs] tax
refund anticipation loan providers. She has ddattensumel
protection legislation, advocated for stronger comesr
protection before regulatory agencies, trainedropnesecutors
and investigators, and prepared consumer alertspoken to
the public on Truth-in-Lending, telephone slammiagd
cramming, truth in phone billing, bankruptcy, andcational
schools, among other consumer topics.

Katherine Lee-Carey

Katherine Lee Carey (Kate) is Vice President ande®a
Counsel for American Career College and West Coast
University. In her role, Ms. Carey manages thdituisons’
legal and regulatory functions, as well as asgjsiith the
management of compliance initiatives. Her resgulisés
range from contract review to labor law to intetption and
compliance with state and federal laws and reguiati Prior
to joining ACC/WCU in 2008, she was Vice Presideit
Corporate Compliance with Universal Technical hougé in
Phoenix, Assistant Director of Regulatory AffairgiwAlta
Colleges in Denver, and Director of Student Affaiiith
Westwood College Online. Prior to becoming involve the
private school sector, Ms. Carey was a criminaédsé
litigator in Denver. She is a graduate, magna aude, of
Siena College in Loudonville, NY and University@énver
College of Law and is licensed to practice law idado,
Arizona, and California.

1/25/2010

N/A

DCA Director

Marie De La Parra

Marie Roberts De La Parra is the founder and pidcdf
BMBCP, a socially responsible, Build It Green desd
company with a focus to develop sustainable stiategster
plans that create energy efficient communities ez@homic
development. Ms. De La Parra is one of a handfulamen
sustainable developers. She holds a General Cbortsaand
Landscape Contractors License. Early 2008, Ms_®PBarra
appeared on radio station KBLX 102.9 in San Framcisith
lead morning show host Kevin Brown; speaking ompei
woman in a male dominated industry. She is noiv tkesident
green expert, linked to their six sister statioasanally
located in New York, Mississippi, and North CaralinMs. De
La Parra sits on multiple boards and councils e the
advancement of small businesses with contracting
opportunities such as the: Caltrans Small BusiGsascil
District 4, Fresno Energy Cluster, the Northern Kaikority
Supplier Development Council MBEIC ADHOC Input
Committee, and in January 2010 was appointed bip@w
Director, Brian Stiger to the Advisory Committee.

1/25/2010

N/A

DCA Director

Tamika Butler

Tamika Butler serves as the California DirectorYoung
Invincibles. In that capacity, she is responsiblehe
development of all of Young Invincibles’ progranms i
California and building out Young Invincibles’ opgions on

the West Coast. Prior to that, Ms. Butler was ttoriaey at

2/26/2013

N/A

Speaker of the
Assembly
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Legal Aid Society-Employment Law Center (LAS—-EL®)rh
2009-2012. She was the John and Terry Levin Fefidowhe
Fair Play for Girls in Sports project where sheageyl in
community education, negotiations, litigation ardiqy work
on behalf of female youth—primarily in low-income
communities—who were not afforded equal athletic
opportunities under Title IX. Ms. Butler joined LAELC as a
Skadden Fellow in the Racial Equality Program exia
employment rights outreach to members of the Africa
American communities of the Bay Area. She received].D.
in 2009 from Stanford Law School, and in 2006 reediher
BA in Psychology and BS in Sociology with a spdeggion in
Criminal Justice from Creighton University, in resmetown
of Omaha, Nebraska. She currently serves on thiemzt
Center for Leshian Rights Board of Directors andl$® a
board member for the Center for Young Women'’s
Development in San Francisco.

Ken McEldowney

Ken McEldowney is executive director of Consumetiéw, a
San Francisco-based national consumer advocacy and
education membership organization that has workefdaod,
insurance, utility, privacy, toxics, health caranking, postal
and telephone issues for 35 years. Along withrotbg staff
members, he represents the consumer interest tstfdecand
federal regulatory bodies, Congress and the Caldor
Legislature. At Consumer Action, he has directext@acts
with the FTC, FDA, Federal Reserve, DOT, CPUC aitbDH
Prior to coming to Consumer Action Mr. McEldownegsv
consumer editor for a weekly newspaper. He isasdugite of
the University of Michigan, with a BA in Politic8icience and
graduate work in economics. Mr. McEldowney is inaiagée
past president of the Consumer Federation of Araeric
(CFA)—a federation of nearly 300 pro-consumer oiggtions
with more than 50 million individual members. Hawnserves
as CFA's vice president. Among his other respdlitgs, he
sits on the California Public Utilities Commissi®itniversal
Lifeline Telephone Service Trust Administrative Quittee
and the California Department of Insurance's CAARRisory
Committee and is Secretary of the Coalition Agalinstirance
Fraud. Previously, he chaired the Consumer Subctiserof
the FCC Consumer/Disability Telecommunications Adwy
Committee. In addition, Mr. McEldowney serves oe th
Consumer Literacy Consortium Board.

1/25/2010

N/A

DCA Director

Patrick Uetz

Patrick Uetz is a retired Colonel and Judge Adwaathe
U.S. Marine Corps. As director of the UniversifySan Diego
Initiative to Protect Student Veterans, Col. Ustzdsponsible
for external affairs, assists with state and nati@dvocacy,
litigation, and generally draws the various aspetthe effort
into a balanced, cohesive Initiative. Until re¢gntol. Uetz
served as Director of the Law Center and Staff dusldyocate
for the U.S. Marine Corps Installations West andh@a
Pendleton; he previously held Law Center and sdagal
advisor positions throughout the West and Paci@iol. Uetz
also has served as adjunct faculty at severalanjljustice
schools. He earned his BA from Albion College 883, a JD
from University of Toledo College of Law in 1986)chan
LLM from USD School of Law in 1993.

2/26/2013

N/A

Speaker of the
Assembly




Mitchell Fuerst 1/26/10 N/A DCA Director
Mitchell Fuerst is the President of Success Edandfiolleges,
a growing system of allied health colleges (inahgdiNorth-
West College, Glendale Career College and Nevadee€a
Institute) based in the Los Angeles and Las Vegeasa His
mother, Marsha Fuerst, founded the Colleges in 1966
Fuerst joined the organization in 1994 and worKedgside
his mother in a variety of positions, and subsetijyéollowed
in her footsteps as President in 2010. Mr. FuseBtes on
various corporate boards, has lectured extensardyis
involved with numerous philanthropic organizatiomse is the
past President of the California Association of/&ue,
Postsecondary Schools (CAPPS) and is a membee dfatiing
Presidents Organization (YPO). Mr. Fuerst is algate of the
California Polytechnic University, Pomona with adBelor of
Science degree in Business Administration.

Maria R. Anguiano 5/8/2013 N/A Senate Committee
Maria R. Anguiano serves as vice chancellor fonpiag and on
budget as well as chief financial officer for thaitkrsity of Rules

California Riverside. Prior to that, she servedieguty chief
of staff for strategic planning and analysis in U@ Office of
the President president’s immediate office. Ske abrved as g
senior advisor to the Bill and Melinda Gates FouiaaPost-
Secondary Success Team. Anguiano was an assoiciate
president at Barclays Capital in San Franciscovemtted at
Deloitte & Touche in San Diego. She is a membéiispanas
Organized for Political Equality, the Stanford Alaim
Consulting Team, Latinos on the Fast Track, and the
Association of Latinos in Finance. She holds anAMB®m
Stanford Graduate School of Business and a BA from
Claremont McKenna College.

(Vacant) Current or Past Student of Institution DCA Director
(Vacant) Employer Member DCA Director
(Vacant) Employer Member DCA Director

BPPE is a member of the National Association ofeéSéaministrators and Supervisors of Private
Schools (NASASPS) and has voting privileges indtganization.

According to BPPE, E-blasts to stakeholder subectibts and electronic communications regarding
policy and procedural changes are the primary WayBureau communicates with the public. The
Bureau also posts updates to Facebook and Twittersanow beginning to blog. BPPE states that it
updates its website with all pertinent informatiorgluding: Advisory Committee meeting agendas
and meeting minutes; a list of approved institugicend, institutions’ annual reports which include
specific data on programs, completion and job pteard rates, as well as other important data aimed
at helping potential students make informed deos@bout enrollment in an institution. The BPPE
website also features results from compliance ictspes, formal disciplinary actions and citations.



Fiscal, Fund and Fee Analysis

BPPE is funded through regulatory fees and licéese. At the end of FY 2012/13, BPPE reports that
it had a reserve balance of 13.2 months and as doek not expect a fund deficit. BPPE’s six-month
fund reserve limit, codified in Education Code $@t®©94930, was suspended in AB 110 (Blumenfield,
Chapter 20, Statutes of 2013) until January 1, 200lte majority of BPPE’s revenue comes from a
0.75% assessment on an institution’s annual revemu a maximum of $25,000. BPPE provided a
$3 million loan to the General Fund in FY 2011/18ieh is still outstanding. The following is the

past, current and projected fund condition of BPPE:

Fund Condition
(Dollars in Thousands) FY FY Y FY FY Y
2009/10 2010/11 2011/12 2012/13 2013/14 * 2014/15 *

Beginning Balance $1,028 $1,397 $6,478 $8,350 $10,548 $11,458
Revenues and Transfers $393 $8,411] $10,69¢ $9,948 $10,516 $10,713
Total revenue $393 $8,411 $10,696 $9,938 $10,516 $10,713
Budget Authority $0 $10,904 $9,364 $7,731 $9,816 $11,119
Expenditures $18 $3,399 $5,821 $7,731 $9,816 $11,119
Loans to General Fund $0 $0 -$3,000 $( $ $p
Accrued Interest, Loans to

$0 $0 $0 $0 $0 $
General Fund
Loans Repaid From

$0 $0 $0 $0 $0 $
General Fund
Fund Balance $1,403 $6,409 $8,3311 $10,547 $11,247 $10,B41
Months in reserve 5 13.2 12.9 12.9 121 115

According to BPPE, enforcement expenditures haenrfrom a low of 13 percent in FY 2010-11 to
42 percent in the last two fiscal years. BPPE nspbat licensing expenditures started off at 16
percent, since ensuring the licensure of instingiwvas determined to be the highest priority bat ha
now decreased to account for approximately 11 pefethe Bureau’s budget.

Through its divisions, DCA provides centralized auistrative services to all boards, committees,
commission and bureaus which are funded througl agpa calculation that appears to be based on
the number of authorized staff positions for antgméather than actual number of employees. BPPE
reports that pro rata expenditures accounted fqretd@ent of the Bureau’s budget in FY 2010-11, but
only 23 percent in FY 2012-13. The Bureau statasttie drop is because pro rata is calculated by
authorized and not filled positions, so pro ratpesgys to be higher in FY 2010-11 when not all ef th
positions were filled.

Expenditures by Program Component
FY 2009/10 FY 2010/11 FY 2011/12 FY 2012/13 (Prigely
Personnel Personnel Personnel Personnel
Services | OF&E| senvices OE&E Services OE&E | "services OE&E
Enforcement N/A N/A $291,36) $142,79 $2,094,34  $286,75 $2,498,48 $780,48
Examination N/A N/A 0 0 0 0 0 0
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Licensing N/A N/A $374,61  $183,59 $589,03 $80,64 $661,36 $206,59
Administration * N/A N/A $541,100 $265,19 $981,72| $134,41 $1,469,69 $459,10
DCA Pro Rata N/A N/A 0 1,590,52 0 1,497,99 0 1,770,67
Diversion (if applicablg) N/A N/A 0 0 0 0 0 0

totals N/A N/A $1,207,07 $2,182,11 $3,665,09 $3,343,85 $4,629,54 $3,216,86

* Administration includes costs for executive §thfireau, administrative support, and fiscal smsi

Staffing Levels

BPPE’s organizational structure currently includasEnforcement Division comprised of a
Compliance Unit; a Quality of Education unit; a émsing Unit; an Administrative Unit which handles
Student Tuition Recovery Fund (STRF) administratsmrhool closures, compiling annual reports,
outreach, human resources, budgets and fees, pabticds and transcripts; and a Complaints &
Investigations/Discipline Unit.

The original Budget Change Proposal (BCP) to estaldPPE asked for 71 positions to support
operation. The estimates came from workload basdtiat of the former BPPVE, despite the former
BPPVE consistently being criticized for insuffictestaff to meet the needs of the Bureau’s workload.
Once the budget was signed in October 2010, BPREOwg allocated 63 positions. In FY 2011-12,
authorized staff positions were further reduceB#a@s a result of statewide mandatory staffing
reductions and the Bureau was further hindered fioing staff due to a mandatory hiring freeze
imposed by Governor’'s Executive Order B-3-11.

Between January 2010 and January 2011, BPPE stédfiels ranged from 5 — 13 individuals. In
2011 staffing slowly increased, and by December a8 staffing level was at 49.

A FY 2013-14Spring Finance Letter established tifetl&ee year limited-term positions.

to address the significant backlog of licensingliations the Bureau is processing. The BPPE’s
current BCP for the 2014-15 budget requests 1ltiaddi positions to handle the ongoing workload
associated with processing and investigating coimsla

Licensing

The Bureau has oversight of all the non-exemptapei postsecondary institutions located in
California. AB 48 contained numerous exemptionstéte-level oversight, the most notable of which
is an exemption from BPPE authority and regulatinder the Act granted to for-profit and nonprofit
regionally accredited institutions. Students attending tastins that are accredited by a regional
accrediting agency other than the Western Associatf Schools and Colleges (WASC), which is one
of the six regional accrediting bodies recognizedhe U.S. Department of Education (USDE), are
currently eligible for very limited tuition recowenssistance in the event of a school closureataut

not eligible for any other consumer protectionsvipted under the Act.

The following are also exempt from licensure by BPP
* Aninstitution that offers solely avocational ocreational educational programs.

« An institution offering educational programs sparsbby a bona fide trade, business,
professional, or fraternal organization, solelytfwit organization’s membership.
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A postsecondary educational institution establisgérated, and governed by the federal
government or by this state or its political sulglons.

An institution offering either test preparation fataminations required for admission to a
postsecondary educational institution or continuigdgcation or license examination
preparation, if the institution or the program jgeoved, certified, or sponsored by a
government agency, other than the Bureau, thatdee persons in a particular profession,
occupation, trade, or career field, a state-reamghprofessional licensing body, such as the
State Bar of California, that licenses personsauicular profession, occupation, trade, or
career field or a bona fide trade, business, diegsional organization

An institution owned, controlled, and operated araintained by a religious organization
lawfully operating as a nonprofit religious corptiwa whose instruction is limited to the
principles of that religious organization and thg@mna or degree granted is limited to
evidence of completion of that education. Theitason is only eligible to offer degrees and
diplomas in the beliefs and practices of the churelgious denomination, or religious
organization and shall not award degrees in ary arphysical science. Any degree or
diploma granted by an institution owned, contralladd operated and maintained by a
religious organization lawfully operating as a nafj religious corporation shall contain on
its face, in the written description of the titletbe degree being conferred, a reference to the
theological or religious aspect of the degree’gextttarea. The degree must reflect the nature
of the degree title, such as “associate of religistudies,” “bachelor of religious studies,”
“master of divinity,” or “doctor of divinity.”

An institution that does not award degrees andgbigtly provides educational programs for
total charges of two thousand five hundred do{$&85500) or less when no part of the total
charges is paid from state or federal student Grahmid programs.

A law school that is accredited by the Councilie Section of Legal Education and
Admissions to the Bar of the American Bar Assooiabr a law school or law study program
that is subject to the approval, regulation, anersight of the Committee of Bar Examiners.

A nonprofit public benefit corporation that is gifiad under Section 501(c)(3) of the United
States Internal Revenue Code, is organized spaityfio provide workforce development or
rehabilitation services and is accredited by ameglitng organization for workforce
development or rehabilitation services recognizgthe Department of Rehabilitation.

An institution that is accredited by the Accrediti@ommission for Senior Colleges (ACSC)
and Universities, Western Association of School$ @olleges (WASC), or the Accrediting
Commission for Community and Junior Colleges (ACLJC

An institution that has been accredited, for asid® years, by an accrediting agency that is:
recognized by the United States Department of Bout8JSDE); has operated continuously
in this state for at least 25 years and has red fibr bankruptcy protection pursuant to Title 11
of the United States Code during its existence;ahashort default rate on guaranteed student
loans does not exceed 10 percent for the most réoee years, as published by the DOE;
maintains a composite score of 1.5 or greatereqtity, primary reserve, and net income
ratios, as provided under Section 668.172 of Bleof the Code of Federal Regulations;
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provides a pro rata refund of unearned instituicharges to students who complete 75
percent or less of the period of attendance; pes/td all students the right to cancel the
enrollment agreement and obtain a refund of chagrgekthrough attendance at the second
class session, or the 14th day after enrollmenigivever is later; submits to the Bureau copies
of its most recent IRS Form 990, the institutioimegrated Postsecondary Education Data
System Report of the USDE, and its accumulateduttefate; and is incorporated and lawfully
operates as a nonprofit public benefit corporatind is not managed or administered by an
entity for profit.

» Flight instruction providers or programs that pde/flight instruction pursuant to Federal
Aviation Administration (FAA) regulations and dotrequire students to enter into written or
oral contracts of indebtedness and do not requepgyment of instruction-related costs in
excess of $2,500.

« An institution that is accredited by a regionalracliting agency, recognized by DOE, other
than WASC, so long as the institution complies wéfuirements related to student tuition
recovery.

For the institutions subject to BPPE authority, tieensing Unit reviews applications for initial
approval and renewal of approval to operate, abasalequests for changes in the operations of
approved institutions such as a change of ownergiépaddition of a location or the additional of a
educational program. The licensing process begitisan application submitted to BPPE which
requires a significant amount of information adioatl in Title 5 of the California Code of
Regulations, Sections 71100-71380. Among otherdt@pplicants are required to provide institution
missions and objectives, statements of policiestasrlosures regarding financial aid, copies of
advertising, description of educational progranferefd, statements regarding the institution’s ghbili
to maintain sufficient assets and financial resesito provide education to students, a descrifion
facilities used by students and a description o€edures an institution will use to maintain
compliance with the Act.

BPPE verifies information provided by applicantsreguiring documentation be provided for each
section of the application. BPPE states thatgliaations receive a 30-day initial applicationiesv
and a notification is sent if the application isamplete. For all new applications, BPPE staffqren
what the Bureau calls a database review of all esviited on an application to determine whether
they have owned institutions before and whethey tinere ever subject to disciplinary action. Staff
will also verify that financial data submitted wagerseen by a Certified Public Accountant (CPA), as
well as does Internet searches to determine iipdicant institution is operating or has operated
another state. Renewal of schools’ approval oceuvesy five years. In addition, institutions are
reviewed when changes occur that require an apjplicasuch as change of ownership or program
offerings. Schools are also reviewed through timagdiance process and may be investigated if the
Bureau becomes aware of a violation.

As reported in its Sunset Review Report to this Guattee, as of June 30, 2013, the Bureau had
approved 1,960 institutional locations throughoatii@rnia, including 1,107 main campus locations,
340 branch locations, and 513 satellite locations.



Total Number of Approved Institutions
Jan 2010
To FY 2010/11* FY 2011/12*% FY 2012/13
Jul 2010**
. . Active N/A N/A N/A 954
Main Location Active Referred to Specialist* N/A N/A N/A 153
) Active N/A N/A N/A 338
Branch Locations Active Referred to Specialist N/A N/A N/A 2
_ _ Active N/A N/A N/A 512
Satellite Locations Active Referred to Specialist N/A N/A N/A 1

BPPE processes the following applications:

» Addition of a Separate Branch

* Approval to Operate an Institution Non-Accredited

* Approval to Operate an Accredited Institution

» Change of Business Organization/Control/Ownership
» Change of Educational Objective

» Change of Location

* Change in Method of Instructional Delivery

» Change of Name

* Renewal for Approval to Operate an Institution Naceredited
» Renewal for Approval to Operate an Accredited tostn
» Verification of Exempt Status

BPPE has established performance targets focdading program in the Strategic Plan. Specifycall
the objective outlined in the Strategic Plan isdoeview and streamlining of the application peses

to eliminate backlog and achieve a 30-day init@dlecation review and response by July 1, 2014and
secondary review and response within 60 days @ipeof a complete application by January 1, 2015.
According to BPPE in its Sunset Review Reports iturrrently able to meet the expectation that
completed applications will be reviewed within 68yd for eight of the 12 application types currently
processed by the Bureau, however, considerablddggckemain and are discussed further in this
report.

Application Timelines

January 2010 to July 201P FY 2010/11 FY 2011/12 2B6Y2/13
Approval to operate an institution non-accredited

Received 40 163 106 93
Approved 3 42 70 39
Average Days 44 231 350 405
Denied 0 1 6 12
Average Days 0 311 520 653
Closed 0 2 7 14
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Average Days 0 2 2 76
8 6 6
0
Under Review 4 5 5 53
5 6
Pending Review 0 0 1 28
5
Approval to operate an accredited institution
Received 159 136 130 83
Approved 28 157 142 55
Average Days 54 245 144 105
Denied 0 1 2 0
Average Days 0 282 198 0
Closed 2 11 40 18
Average Days 81 236 163 311
Under Review 0 7 5 41
Pending Review 0 0 0
Renewal to operate an institution non-accredited
Received 9 62 203 144
Approved 2 2 28 23
Average Days 33 223 293 474
Denied 0 0 2 11
Average Days 0 0 384 460
Closed 0 2 3 6
Average Days 0 99 229 453
Under Review 2 27 79 16
Pending Review 0 0 88 128
Renewal of approval to operate an accredited instittion
Received 11 30 98 134
Approved 0 3 36 95
Average Days 0 95 82 103
Denied 0 0 0 2
Average Days 0 0 0 257
Closed 1 21 32 26
Average Days 15 167 109 201
Under Review 0 0 10 50
Pending Review 0 0 0
Application for changes
Received 133 552 519 519
Approved 43 296 462 414
Average Days 33 94 122 126
Denied 0 4 10 18
Average Days 0 31 231 425
Closed 2 40 36 57
Average Days 10 150 219 389
Under Review 6 45 74 142
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Pending Review 0 0 12 71
Verification of exemption
Received 83 221 161 173
Approved 7 78 150 72
Average Days 37 263 250 225
Denied 1 20 66 40
Average Days 21 260 374 198
Closed 1 7 34 11
Average Days 21 173 135 344
Under Review 3 21 22 12
Pending Review 0 0 0 92
Enforcement

BPPE is generally responsible for protecting coressnand students against fraud, misrepresentation,
or other business practices at private postsecgmastitutions that may lead to loss of students’
tuition and related educational funds; establisl@ing enforcing minimum standards for ethical
business practices and the health and safety seal fntegrity of postsecondary education institos;
and establishing and enforcing minimum standardg&iructional quality and institutional stability

for all students in all types of private postseamnydeducational and vocational institutions.

Among the oversight activities carried out by BRBENsure that covered institutions operate in
accordance with the law, the Bureau requires irtgtits to submit an Annual Report as a part of the
ongoing compliance program. The Annual Report s loly September 1 of each year, and is required
to include specific information related to the ealimnal programs offered by the institution in the
reporting period. BPPE notifies institutions afthequirement through the Bureau’s email
subscription list, a hard copy flyer, posting oa Bureau’s website, and reminder notices postéaeto
Bureau’s Facebook and Twitter pages. The informnadind data element portions of the Annual
Report are submitted by the institution to the Burelectronically, via a link on the Bureau’s wébsi
The required supplementary documents are mail@tet®8ureau in hard copy (financial documents)
and electronic (Fact Sheet, Catalog) format. BERE works with DCA'’s Office of Information
Systems to upload the Annual Report spreadsheamany reports, and the supplementary documents
to the Bureau’s website.

BPPE is also responsible for responding to anditglio resolve student complaints. As statedsn it
Sunset Review Report, BPPE accepts complaints &myrindividual who has cause to believe that an
institution has violated the Act. Complaints agegived via telephone, mail and email. Upon receip
complaints are assigned for further review to daskstigators and field investigators. BPPE may
also utilize DCA’s Division of Investigation (DOfdr complaints that require undercover
investigations or the presence of a sworn offiCes.ensure proper training of staff, all BPPE
investigators attend the DCA Enforcement Acadeinyaddition, the Bureau has worked with the
Office of the Attorney General (AG) to enhance ctain processing, including information about
collecting evidence.

BPPE states that complaints are prioritized acogrth the following:

« Urgent, which constitutes the highest priority é@mplaints where there is immediate danger
to the public health, safety or welfare and mayude negligence or incompetence.
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* High priority in which there is significant finaradiharm or unlicensed activity that does not
pose immediate danger to the public.

* Routine complaints related to advertising or nompliance with a citation.

In 2010, DCA developed enforcement performance areador various licensing programs. DCA
established a goal that consumer complaint shaailcbmpleted in a 12 to 18 month cycle. BPPE uses
DCA’s model as its goal in resolving consumer camypk. According to BPPE, it is currently
averaging 196 days to complete consumer complairite. Unit is still investigating 800 open
complaints.

BPPE states that it is currently implementing aecasiew process with the analysts to review cases
that are over 90 days old on a monthly basis. @uitie case review the analyst is provided with
instruction and clarification on how to move fordavith the case and given a target completion date.
BPPE states that it is also implementing a new daimpintake process aimed at reducing the number
of complaints received without any supporting doeatation. According to BPPE, the complainant
will receive an letter acknowledging that a compidias been received and may also contain an
additional request for supporting documents, inicigé date by which the individual has to send
supporting documents. According to BPPE, if theaseary information is not received by the
assigned date, the complaint will be closed.

The Bureau has established an unlicensed actimitywithin its Complaint Investigations
Enforcement Division that addresses all unlicerasgivity. According to a recent BSA report, BPPE
usually identifies unlicensed institutions whereiteives complaints from the public, or is notiflad
staff working in other units, or from staff who sawheard school advertisements on television or
radio. Institutions that are found operating withBPPE approval, that otherwise should have
obtained approval, are issued an order of abateamehtease and desist letter. For institutionsdba
not comply with the letter, BPPE has the authdntissue a citation, not to exceed $50,000, for not
having proper approval to operate a private posts#ary institution.

The Act requires BPPE to perform compliance inspastfor regulated institutions, including
announced and unannounced inspections every twe,yehich used to consist of a desk review by
BPPE staff (according to BPPE, this process hasggtarecently) as well as on-site inspections.
BPPE conducted its first compliance inspection avé&nber 2011. During compliance inspections,
institutional catalogs and enroliment agreemergseviewed to ensure all required disclosures are
contained and that the documents do not contairpalgies that violate the Act and regulations.
Advertisements are reviewed to ensure studentsamnisled. Institutional websites are reviewed to
ensure proper and accurate disclosures. Instititiacilities are inspected to ensure they aré wel
maintained and have the necessary equipment t@aedsitidents, have all the proper permits, and that
required records are properly stored. Studerd &ile inspected to ensure admission requiremeats ar
being met, and that all required documentationagmitained within the student files. Faculty and
administration files are inspected to ensure mimmatandards are met. Student surveys are
conducted and administration staff and/or facuteyiaterviewed to ensure policies are being folldwe
Compliance inspectors are trained to look for mwiolations (those technical in nature) and
material/major violations (those that have the ptiééto cause student harm) during compliance
inspections.
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When minor violations are identified the institutics issued a Notice to Comply (NTC). Each minor
violation is discussed in detail with the institutiand the institution is informed that they haGedays
to submit documentation showing compliance has bebreved. If the Bureau receives evidence of
compliance within 30 days, no further action isstak If an institution fails to obtain compliance
within 30 days, the Compliance Unit refers the dasthe Discipline Unit. NTCs are posted to the
Bureau’s website.

When material/major violations are identified bganpliance inspector, the violation is discussed
with the institution and the institution is inforchéhat a report, detailing the violation and arlgvant
evidence, will be referred to the Enforcement amitl/or Quality of Education Unit for further
investigation and possible additional action.

STRE

The Act establishes a Student Tuition Recovery H&TRF) to relieve or mitigate losses suffered by
students who attend approved institutions, suckles institutions close, fail to pay or reimburser
proceeds under a federally guaranteed studentpliagram, or fail to pay judgments against them.
Institutions are required to charge students fiints ($.50) per one thousand dollars ($1,000) of
institutional charges, rounded to the nearest @adisiollars which the institution then submits to
BPPE as payment into the STRF. The Act leavebulieof STRF rules and administration to the
regulatory process via regulations promulgatedieyBureau, but clearly states that the balanckeof t
STRF may not be in excess of $25 million at anyetinstudents seeking reimbursement from STRF
must submit a claim and supporting documents toB&Rvhich point Bureau staff review the claim
application to determine whether adequate supppntiaterials were provided, among other items, and
determine whether to approve or deny the claimpréyed STRF claims result in payment from the
STREF to the student.

RECENT LEGISLATIVE HISTORY, ACTION AND AUDITS

BPPE was established in 2010 following the pass&@d3 48. Since then, there have been a number
of actions by the Legislature that amend the Actiampact BPPE’s operations. There have also been
outside reports issued by the Legislative Analyiic® (LAO) and Bureau of State Audits (BSA)
pursuant to requirements for review contained withie Act.

Legislation

e SB 71 (Committee on Budget and Fiscal Review, Ghatfi, Statutes of 2013) enacted various
budget-related items, including a provision allogvexempt institutions to voluntarily seek
operating approval from the Bureau. The bill pded a temporary delay in those institutions
reporting certain information on the Student Perfance Fact Sheet.

« SB 308 (Lieu, Chapter 333, Statutes of 2013) gdhstatutory authority to the Board of
Barbering and Cosmetology to remove its approval ¢hool, which in turn authorizes BPPE
to take action for offering a training program todents who will not be eligible to sit for
licensure, aimed at streamlining the process teecttbwn bad barbering and cosmetology
schools.
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SB 1289 (Corbett, Chapter 623, Statutes of 201@)ired higher education institutions to
disclose certain student loan information in appedp online and printed financial aid
materials.

SB 122 (Price, Chapter 789, Statutes of 2012) gchovmplete authority over the approval of
nursing schools to the Board of Registered Nurgatiger than the prior process which included
BPPE approval.

AB 2296 (Block, Chapter 585, Statutes of 2012) nexglinstitutions regulated by BPPE to
provide additional disclosures to prospective stislen their website, in published materials,
and in a Student Performance Fact Sheet.

SB 619 (Fuller, Chapter 309, Statutes of 2011) gatedhflight instructors and flight schools
that do not require students to enter into cordratindebtedness and will not require
prepayment of fees in excess of $2,500 from reguidty the Act and BPPE.

AB 611 (Gordon, Chapter 103, Statutes of 2011) ijpitdd a private postsecondary institution
from offering an unaccredited doctoral degree mogwithout making certain disclosures to
students prior to enrollment.

AB 1013 (Committee. on Higher Education, Chaptef, Iatutes of 2011) authorized the
BPPE to publish its own list of acceptable abititybenefit examinations if the U.S.
Department of Education does not have a list @vaaht examinations that pertain to the
intended occupational training. The bill also riegd a refund to be paid by the first class
session or within seven days of enroliment, as sppdo seven class days.

SB 123 (Liu, Chapter 32, Statutes of 2009) recatecCalifornia Career Resource Network, a
stand-alone state agency composed of represestétora various state agencies, including the
Bureau, as the California Career Resource NetwaorgrBm, within the Department of
Education.

Regulations

Citations and Fines; Annual Reports; Emergency $)ecs 8/5/11 (Adopted 9/19/11, Effective
10/19/11). This package contained regulationsHerissuance of citations and assessment of
fines, the format and requirements for the Ingbonal Annual Report and School Performance
Fact Sheet and regulations for issuing emergencigidaes.

Notice to Comply & Disciplinary Guidelines 7/9/20{Adopted 3/28/2011, Effective
4/27/2011). This package implemented the requingsnier the Notice to Comply and the
associated appeals process, as well as outlineghlihsiry guidelines.

Student Tuition Recovery Fund (STRF) 11/16/2010dpted 4/12/2011, Effective 4/12/2011).
The STRF regulations describe how STRF is colleatetlhow STRF claims are submitted and
paid.

Applications, Operating Standards & STRF 4/23/24dopted in part 11/18/2010, Effective
11/18/2010). This package made the Emergency Remusdgpermanent and included all of the
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same information as contained in the original Eraeoy Regulations package other than the
STRF.

* Emergency Regulations: Applications, Operating &ars & STRF 2/1/2010. This package
was an Emergency Regulation Package that includadrdm Operating Standards,
Applications and application processing, general/jsions, and regulations for the STRF.

CURRENT SUNSET REVIEW ISSUES

The following are unresolved issues pertaining RIPE, or areas of concern for the Committees to
consider, along with background information conaggrihe issue of oversight for private
postsecondary institutions. There are also recamdatens the Committee staff have made regarding
particular issues or problem areas which need @doeessed. The BPPE and other interested parties
including institutions and student advocates, Haaen provided with this Background Paper and can
respond to the issues presented and the recomnmarat staff.

REGULATION OF PRIVATE POSTSECONDARY INSTITUTIONS

Recognizing the Need for Oversight

At a time when California’s public institutions Feaveduced enrollments due to major budget cuts, for
profit higher education institutions are in a piasitto play a role in providing access and educaftow
otherwise underserved students. The challengdéolegislature is to establish an oversight stmect
that supports innovative programs but preventsgicey practices.

As the number of students served by private postatry institutions has increased, so has the focus
on fraudulent practices and low academic standartiere have been numerous high-profile federal
investigations into the practices of for-profittitistions in recent years. Among the most notaioée

the United States Government Accountability OffilGRO) series of investigations raising concerns
regarding the amount of federal student aid dolliznected to for-profit institutions, the misleadin

and deceptive recruitment practices at certaintirigins, and substandard academic performance
expectations in some for-profit programs.

Federal data also raises important questions givogtam cost and student outcomes within the
sector. Students from for-profit institutions hdgher default rates on federal student loans than
other sectors, accounting for nearly half of afagéts. According to data from the National Burediu
Economic Research (NBER), for-profit student ddfaate 8.7 percent higher than four-year publics
and nonprofits and 5.7 percent higher than for camity colleges. Student satisfaction information
shows for-profit students are less likely to bedieheir education was worth the price paid. While
NEBR data, which attempts to adjust for studentupetton differences, indicates for-profit students
have higher probability of staying with a programough the first year and are somewhat more likely
than community college students to obtain an AArdegthey are less likely to continue to higher-
level college courses and to gain a BA degreethBuyrNEBR indicates that for-profit students are
more likely to be idle (not working and no longeraled in school) six years after starting college
and are more likely to have experienced substamti@imployment since leaving school.
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While evidence of dishonesty in marketing, highdstut debt and low completion rates, and general
guestions surrounding quality have focused the magbrity of state and federal conversations
regarding the sector on regulatory oversight, tigeistry argues against painting all schools wigh th
same brush and that there are high-quality progfased at many for-profit institutions.

Attorneys General in a number of states, includiadjfornia, are currently investigating or have
complaints pending against for-profit institutioas, outlined below.
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Defining Private Postsecondary Education

State law broadly defines private postsecondargatihn to include private entities with a physical
presence in California that are offering formaltgsesondary academic, vocational, or continuing
professional education programs to the public fonage. Among the thousands of institutions
falling under this definition, however, there aignsficant differences in institutional missionscan
corporate organization, the types of students skeawel the programs offered, and the quality of
education and opportunities provided for graduai¥hile there are numerous options for categorizing
private institutions, California has historicallyoked to for-profit/nonprofit distinctions and
accreditation status as means for determining agigual for institutions.

Accreditation is a voluntary, non-governmental pesiew process used to determine academic
quality. Under federal law, the United States Depant of Education (USDE) establishes the general
standards for accreditation agencies and is redjtir@ublish a list of recognized accrediting agesc
that are deemed reliable authorities on the quafigducation provided by their accredited

institutions. While accredited and unaccreditedoagion and training programs are allowed to ogerat
in California, only accredited institutions arelawutzed to participate in federal and state finahaid
programs.

Unaccredited Ingtitutions. There are likely thousands of unaccredited f@fipand nonprofit private
postsecondary institutions operating throughoutthentry. These institutions are not eligible to
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participate in state or federal student financidlpgograms and are, therefore, not regulated &y th
federal government. Oversight of unaccreditedtutsins is solely the responsibility of statesPRBE
maintains responsibility for oversight of unacctediinstitutions in California. It is unclear exgc

how many unaccredited institutions are operatin@Gafifornia, as BPPE does not currently track
accreditation status of approved institutions.iriates based on the limited available information
would put the number of unaccredited schools inf@ala somewhere around 1000. It is also unclear
as to the number of institutions offeringaccredited degrees and the number that are providing

career technical training or vocational certificate programs.

Accredited ingtitutions: Accredited institutions are somewhat easier tckiees many of these
institutions participate in federal and/or stateaficial aid programs. Accredited institutions urag
both nonprofit and for-profit education and tragpjorograms.

Accredited nonprofit institutions are commonly referred to as independent instistiand are
recognized in California law as a segment of Caiif higher education, alongside public
institutions. Independent institutions are defiirethe Education Code as private institutions t'tha
grant undergraduate degrees, graduate degreesthor@and that are formed as nonprofit
corporations in this state and are accredited bggamcy recognized by USDE.” Historically,
many independent institutions have been exempt &tate-level regulation. Nonprofit institutions
that are unaccredited do not fall within the defom of “independent institutions” and have
generally been regulated by the state.

Accredited for-profit ingtitutions, also commonly referred to as proprietary collegefr-profit
colleges, include academic and vocational instingiof postsecondary education that are privately
owned or owned by a publicly traded company andsehtet earnings can benefit a shareholder or
individual. Prior to the declines seen recentip@w student enrollments at many for-profit
colleges, largely due to new federal regulatiords @slowing economy, there had been tremendous
growth in the number of students attending, andatheunt of public financial aid funds directed

to for-profit education and training programs. Be¢n 2004 and 2009, according to the USDE,
the number of students attending accredited fofitpnstitutions increased by over 88 percent
nationwide; with the sector serving approximateBy @illion students in 2009. According to the
GAO, during the 2009-2010 academic year, for-prgiteges received almost $32 billion in

grants and loans provided to students under fedardént aid programs. Additionally, of the $4.4
billion awarded between 2009 and 2011 in federtdra® students’ benefits, 37 percent went to
for-profit colleges, which enrolled about 25 peitcehstudents. In California, an estimated $93.3
million was paid to Cal Grant recipients attendiogprofit institutions in 2009-10.

There are two different types of accreditation:

Regional Accreditation: There are six USDE-recognized regional accregliigencies. Each
regional accreditor encompasses public and themagltrity of non-profit private (independent)
postsecondary educational institutions in the negigerves. California's regional accrediting
agency is the Western Association of Schools arlke@es (WASC). There are a handful of
WASC-accredited for-profit private institutions epeng in California. Many regionally
accredited for-profit institutions have main cangsis other parts of the country and are,
therefore, accredited by one of the other fiveorgl accreditors.

National Accreditation: National accreditation is not based on geographbiymore focused to
evaluate specific types of schools and colleges. ekample, the Accrediting Commission of
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Career Schools and Colleges examines career-fopuegtams. The Distance Education and
Training Council accredits colleges that offer aiste education. The idea behind national
accreditation is to allow nontraditional collegésade schools, religious schools, certain online
schools) to be compared against similarly designstitutions. Different standards and categories
are measured, depending on the type of schoolestaun.

While accreditation remains a primary method faaleating and assuring educational quality,
concerns regarding the disparate quality and néityabf USDE-approved accrediting agencies have
led the USDE advisory committee on accreditatiolotd at changes to the role of accreditation.
Potential changes include structuring accreditatased on institution type or mission rather than
geography so that accreditors can more easilyndigish between colleges of varying quality, and
defining a common set of data such as licensubeplacement, and completion rates that the federal
government would collect and share with accreditorm®inimize institutional reporting and ensure
consistency. Further, while accreditation can $eduas a measure of program quality, consumer
protections fall outside of the scope of accreutitat States are responsible for enacting laws that
protect students against fraud and abuse.

A Snapshot of Schools Operating in California

1,135 institutions were required to submit a 20hih#al Report to the Bureau. Of these institutions,
864 submitted Annual Reports prior to the deadliRer the institutions that submitted within the
Bureau’s deadlines, BPPE was able to draw somdusions about the sector. The information
contained in the Annual Reports and in this sumnesbased on self-reported data from reporting
institutions; the information has not been indeatly verified by the Bureau.

2011 Student Enrollment

Doctorate Associates

In 2011, for the 864 institutions that submittedomfine Annual Report prior to the deadline, these
institutions were serving a combined 315,992 sttgléirhe vast majority (255,328) of these students
were enrolled in diploma and/or certificate progsaifhe types of diplomas and certificate programs
offered by these institutions run the gamut, amtuile such programs as Cosmetology, Vocational
Nursing, Truck Driving, and Computer Training. 2611, three percent of students were enrolled in
bachelors programs, and a combined three percestemeolled in graduate-level degree programs.

For the 864 institutions that submitted an onlimaBal Report prior to the 2011 BPPE deadline, the
institutions reported a combined 181,634 studergdugating on-time. An estimated 86 percent of
those students received diplomas and certificAtesociates degrees were granted to approximately 4
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percent of students and one percent of studentsvexta baccalaureate degree. Graduate-level
degrees were awarded to just fewer than two peafehe 2011 graduating students.

Class of 2011
On-Time Graduates

Associates

Dactorate
Other >1%

The reported data allowed BPPE to calculate thegp¢age of students who graduated their program
on-time, organized by the degree offered:

Diploma/Degree Enrolled Students  Graduates = Completion Rate
Diploma/Certificate = 255,328 155,952 62%
Associates 23,474 7,404 32%
Bachelors 9,050 2,583 29%
Masters 5,934 2,381 40%
Doctorate 1,899 477 25%
Other 20,307 12,837 63%

The following chart shows Bureau-approved 2011 AhiReporting institutions broken down by
certificate/diploma versus degree and separateatbtriedited and non-accredited. There were 397
(46%) institutions accredited through an accrediaigency recognized by USDE. Of the 397
accredited institutions, 264 were issuing certtBsaor diplomas and 133 institutions are degree-
granting. As shown, 467 unaccredited institutialezifa 2011 Annual Report, and 103 of these
institutions were issuing degrees at an Associfegree level or higher.
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Institutions

Accredited
W Non-Accredited

Certificate or Degree Granting
Diploma

As show in the chart below, as reported to BPPEDihl, 133 accredited institutions were offering a
combined 364 baccalaureate degree programs, 112nsadegree programs, and 29 doctorate
programs. The 103 unaccredited degree-grantingutishs were offering 57 baccalaureate degree
programs, 196 masters programs and 124 doctoraggegms.

Programs

Accredited

B Non-Accredited

S
Fi

Bachelor Masters Doctorate

Based on the information contained in the 2011 AhReports, BPPE was able to determine the
average program costs of the reporting institutidine chart below shows the average total charfyes o
programs offered by reporting Bureau-approved tusdins.

2011 Average Program Charge
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New to the 2011 Annual Report, BPPE collected imfation regarding institutional participation in
financial aid programs. According to reported d&24 Bureau-approved institutions participated in
Federal Title IV Financial Aid Programs, 318 papated in Federal veteran’s financial aid programs,
and 66 participated in California aid programs.

BPPE ADMINISTRATION ISSUES

ISSUE #1: (CURRENT STAFFING AND ALLOCATION OF RESOURCES ARE
INADEQUATE.) The Bureau faces significant delaysn the time it takes to process applications
for approval, close complaints, process STRF paym&nand perform compliance inspections;
yet, it has a healthy reserve in its fund. The Bwgau currently has a large licensing backlog as it
works to review applications for approval. The Bueau may also face increased workload
challenges if a number of currently exempt instituions choose to come under the Bureau’s
oversight to maintain eligibility for Title IV fund s. The Bureau has also faced staffing shortages
due to Budget delays, hiring freezes and other cHahges but does not appear to have a plan for
eliminating backlogs. What are the Bureau’s currenstaffing needs? How will the Bureau
clear its backlogs? Does the Bureau have the nesapy staff numbers and positions to fulfill its
mission?

Background: BPPE has struggled since its inception to perfalirof the required functions
outlined in the Act and accompanying regulatiovi¢hile the Act became effective on January 1,
2010, it was not until passage of the 2010-11 Budgge on October 8, 2010, that BPPE was
appropriated any funding to support its operatiges BPPE reports that institutions began subngjttin
applications as early as February 2010. BPPE mtlyrexperiences significant delays in processimg i
every one of its programs.

At its December 2013 Advisory Committee meeting, Bureau reported 1,063 applications pending,
319 of which were still pending assignment forialiteview. According to information in the BSA
report, BPPE spent an average of 185 days to pdbes3,174 applications that it received and close
FY 2009-10 through FY 2012-13.

For the Licensing Unit, BPPE attributes delayshlength of time it takes to review applications i
three primary areas: initial approval of a non-adaed institution, change in educational objective
application and renewal of approval of a non-adteddnstitution. According to BBPE, analyzing the
curriculum entails locating and interviewing a sdijmatter expert or having an education specialist
do extensive research in the subject matter akeaording to BPPE, besides challenges related to
staffing, there are other factors that contriboteohg application processing times like “the

complexity of the law and the time it takes to exaé specific subject areas in order to grant an
approval to operate.” BPPE has the statutory aifyhto consult visiting committees to assist in
reviewing educational programs but, as outlinethexBSA report, the Bureau has only done this four
times since 2010. Staff is required to perfornomprehensive review of programs prior to approval
which BPPE states takes a long amount of time denisig that an education specialist or analyst must
examine the curriculum for compliance with the ahjees of the program. BPPE also asserts that the
number of applications from new schools and exgssichools needing to make changes has far
exceeded original estimates by about 30 percehé Bureau never anticipated the need for staffing
for the high volume of workload it has which hasajty contributed to its inability to review
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applications in a timely manner. In addition, Bigeau underestimated the amount of time necessary
to thoroughly process an application.

According to BPPE, it is currently taking about smnths taeview an application for a new school.
BPPE is most easily able to process applicationgftitutions that are accredited, since accnediti
bodies typically complete at least one site vithe institution and review the educational progsa
prior to granting accreditation. However, evenradited institutions currently exempt from BPPE
oversight, that have chosen to voluntarily comeeurtde Bureau for purposes of remaining Title IV
eligible, have experienced significant delays i time it takes for staff to process applicatioBRPE
noted in its Sunset Review Report to the Commiitéed even more institutions are expected to
choose this pathway for remaining eligible, but Bugeau will need more staff to address this
anticipated workload. The Bureau was granted ditiadal 8 limited term, three-year positions istla
year's budget specifically to address licensingklmays.

BPPE also faces significant delays in the timakes$ to process complaints and take action against
institutions. According to information presentedree December 2013 Advisory Committee meeting,
from July 2013 through November 2013, BPPE receRHi complaints, closed 131, still had 800
pending (pending complaints include open compldnat® the public and also investigations which
result from internal referrals such as when thehgng Unit identifies a possible material violatiaf
law when a major problem is discovered during al@nce inspection), issued citations for 2,
referred 9 for further discipline and had 23 pegdibthe AG. The Bureau states that “the prooass f
complaints and the staff are new, so the processak@n some time to be adopted and implemented.
In addition, some cases are necessarily more caraplé time consuming.” A number of complaints
the Bureau receives have to do with individualsrageg institutions without approval and the BSA
report found that there were still 160 outstandiogplaints of the 438 received related to unlicdnse
activity. BSA also noted that since 2010, BPPEibsised 14 citations to unlicensed institutionswit
administrative fines totaling $700,000, but hasyarllected $5,000 from one of the institutionsSA
also reported that the Bureau takes almost 300 tdag@mplete a compliance inspection of a licensed
institution. BSA highlighted redundancies in thepection process such as a requirement that the
same information be reviewed at a desk and onirsfection.

Staff Recommendation: The Bureau should advise the Committees what siepstaking to ensure
that licensing backlogs are reduced and enforcememtelines are improved. The Bureau should
also identify what additional staffing and resoursare necessary to deal with these delays.

ISSUE #2: (OUTDATED TECHNOLOGY SYSTEMS AND THE IMPLEMENTATI ON OF
BreEZe.) The Bureau uses a woefully outdated datystem and it is unclear if the Bureau’s
unique needs have been identified by DCA as it plarto implement BreEZe for the Bureau in the
future.

Background: The DCA is in the process of establishing a newgrdted licensing and enforcement
system, BreEZe, which would also allow for liceresand renewal to be submitted via the internet.
BreEZe will replace the existing outdated legacstams and multiple “work around” systems with an
integrated solution based on updated technolodne gbal is for BreEZe to provide DCA
organizations with a solution for all applicantdkang, licensing, renewal, enforcement, monitoring,
cashiering, and data management capabilitiesdditian to meeting these core DCA business
requirements, BreEZe will improve the DCA'’s servioghe public and connect all license types for

23



an individual licensee. BreEZe will be web-enabktbwing licensees to complete applications,
renewals, and process payments through the Intefliet public will also be able to file complaints,
access complaint status, and check licensee infamma

BPPE currently utilizes a different database thennhajority of DCA entities that rely on the
Consumer Affairs System (CAS). Schools Automatédrimation Link, or SAIL, is a flawed system
to manage all of the data, licensing, complaints emforcement tools necessary for BPPE to futsll i
mission and statutory mandates, as it is unalieatoipulate data and does not track basic informatio
like enforcement actions and timelines. Accordm¢he BSA report, BPPE does not systematically
track information and further does not have su#fitidata to monitor its activities in order to
determine how to improve its performance.

BSA highlighted numerous instances where the inaaleigs of SAIL prevent BPPE from having key
information and performing key functions. As aulesf SAIL, BPPE does not track the status of
licensing applications it receives from instituowloes not track the amount of time it takes to
complete announced inspections, is likely missiaygikformation about action against unlicensed
institutions and cannot track all complaint casBSA also found that SAIL hinders BPPE in its aili

to properly track STRF remittance from institutipas well as payment timelines to students and
student complaint status. For example, while S&llows staff to record the STRF payments
received, the system does not enable BPPE towhidh institutions have not paid for all of the
quarters of a calendar year. In terms of procgsSIFRF complaints and payouts to students, SAIL
only tracks when BPPE sends a letter to a studéten(necessary to request additional documentation
to process a claim), but it does not allow BPPH thesubsequently input when the supporting
materials are received. This issue of a lack sfesyis to properly administer STRF was previously
raised in a 2002 internal DCA audit for the forrB&PVE, yet it does not appear that there have been
any data collection improvements or system enhaan&since that time. SAIL also contains flawed
files, such as the same complaint listed underumique identifiers, as BSA found, and it is unclear
how potentially problematic data will be reconcitedoe part of a new, functional system when
BreEZE is ultimately available to the Bureau.

While DCA has presented testimony and informatmthe Committees, that staff from all of the
DCA'’s boards and bureaus have participated in dgweént and testing of BreEZe and continue to do
so, the BSA report included information from DCAlsief of enterprise project services that “a
complete assessment of the Bureau’s data needwleliplace in spring of 2015”, a full year from

now and five years after the BPPE was reconstituted

BPPE performs regulatory functions far differeminfrthose of the majority of DCA entities in its

work to uphold student protections and maintairnrsigit for quality private postsecondary education
programs in California. The Bureau also colleggificant data on enroliment, graduation, license
examination passage, placement and salaries aadkati variables that can help guide policy makers
on important initiatives regarding the future ofimer education in this state and establishing
performance metrics to ensure accountability ohigher education systems. The Bureau, despite
having vast budget resources, does not appearrecbi/ing any support or assistance to properly
collect information, track information, manipulatéormation while at the same time ensuring the
reliability of the information it requires.

Staff Recommendation: The Bureau should provide an update of anticipatthelines, existing
impediments and the current status of utilizing Bf&€e, as well as any intermediate efforts
underway intended to improve the Bureau’s informaiti collection and tracking systems.
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ISSUE #3: (UNDERUTILIZED ADVISORY COMMITTEE.) By not maxim izing the role of
Advisory Committee members and their collective ex@rience operating and dealing with
institutions, the Bureau is missing key opportunites for guidance and assistance in implementing
the Act.

Background: AB 48 createdin Advisory Committee comprised of 12 members wéhous
backgrounds related to private postsecondary edncalhe Act mandates that the Committee advise
the Bureau with respect to matters relating togig\postsecondary education and the administration
of the Act, including annually reviewing the fediedule, licensing, and enforcement provisions. The
Act also requires the Bureau to actively seek irfiparh and consult with the Committee regarding the
development of regulations to implement the law.

Despite the expertise of Advisory Committee memberssues such as the operation of institutions
BPPE regulates, state and federal laws relatedvatp postsecondary education and student
protections, BPPE rarely consults Advisory Comreittgembers and the Committee appears to have
little impact on the priorities and operationstod Bureau. The Advisory Committee has only met
once annually, following a series of meetings id@0while the initial regulatory packages

establishing BPPE’s authority were being developed, it does not appear that comments and advice
of Advisory Committee members is taken into accourtte regulations governing much of BPPE'’s
work are substantive and stem from a number ohygdehgthy processes, but suggested amendments
to regulations from Advisory Committee members dbappear to be taken into consideration and
may also not take into account public commentssiciaming the only limited opportunities for a very
small number of public meetings offer.

While BPPE may lack staff to dedicate the time asburces necessary to conduct regular public
meetings, the wide variety of institutions the Bawreegulates, coupled with the large number of
students served at BPPE-approved institutions doerefit from public dialogue and outcomes
resulting from regular public meetings. The Bureauggles to prioritize its work and implement
workable systems and processes for licensing, esrfioent and student protections and may
significantly benefit from drawing on the work exg@ace and history of Committee members as it
continues to move forward in organizing its openasi and addressing the many issues it faces.

Staff Recommendation: The Bureau may consider consulting Advisory Comraétmembers more
frequently and provide additional opportunities fékdvisory Committee meetings to better include
public dialogue to assist the Bureau in its workfercing the Act and also as a means of solving
some of the operational problems the Bureau currgrfaces.

BPPE BUDGET ISSUES

ISSUE #4: (INSUFFICIENT SPENDING AUTHORITY.) The Bureau cu rrently has almost
one year in its reserves, despite a provision in ¢hAct prohibiting more than a six month reserve.
Are fees too high, or is the Bureau not provided & spending authority it needs to effectively
oversee schools and protect students in California?

Background: The Act requires institutions to pay applicatioedeand annual institutional fees to
BPPE which are deposited in the Private Postsecyiitthucation Administration Fund.
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Fee Schedule and Revenue

Fee errent Fee Statutory Limif FY 2009/10 FY 2010/11 FY 2011/12 FY 2012/13 ?I%gl
mount Revenue Revenue Revenue Revenue Revenue
New Institution $ 5,000 $5,000 $- $ 739,550 $,068 $ 625,000 6%
New Branch - Non
Accredited $ 3,000 $3,000 $- $ 52,500 $ 152,975/ $108,000 1%
New Branch - Accredited $75 $750 $- $ 85,0p0 75875 $ 81,750 1%
Verification of Exemption $ 250 $250 $- $60,750 $40,250 $ 51,000 1%
Change in Education
Objective $ 500 $ 500 $ 25,750 $62,165 $ 42,500 $ 53,500 1%
Minor Change $ 500 $ 500 $ 19,250 $ 30,0P0 $ 26,250 $29,500 0%
Change in Location $ 500 $500 $- $ 23,7p0 $1B,/5 $22,500 0%
Change of Name $ 500 $ 500 $ 112,250 $ 24,500 0T, $22,500 1%
Change in Approval -
Accreditation $ 250 $ 250 $ 93,420 $ 32,000 $ 40,000 $ 36,500 1%
Change in Method $ 500 $ 500 $ 110,000 $ 6,500 ,8010 $ 7,500 1%
Renewal - Main Campus $ 3,500 $ 3,500 $ 14,000 25350 $ 752,750 $ 770,00 69
Renewal - Branch $ 3,00( $3,000 $- $ 30,000 6o, $ 75,000 0%
Renewal - Accredited $ 500 $ 500 $ 11,500 $21,y50 $61,500 $ 62,500 1%
Annual Institution Fee up to $25,000 up to $25,080 $ 6,848,954 $ 8,531,189 $ 8,272,000 80%
Annual Branch Fee $ 1,000 $1,000 $- $ 3,000 S $ 306,000 1%

The fees collected from BPPE have left it with aent reserve of 11.5 months. This large amount of
unallocated money is troubling on a number of fspmost particularly to the students who suffer
when BPPE is not able to fulfill its mission anayde critical oversight of private postsecondary
institutions, but also the institutions themselreany of which are paying fees in a timely manmet a
subsequently not receiving any consistent and pnggilation. The former BPPVE was consistently
insolvent and its fee schedule was questioned mmemous reports and audits. Fees were set in AB 48
to attempt to prevent history from repeating itsglfl arm the Bureau with the financial resources
necessary to do its job. However, while it wasatized to operate in January 2010, BPPE had to
wait until October of that year for any spendinghawity. Even at that point, the Bureau was only
granted an exemption from the statewide hiringZec® hire licensing staff. The Bureau had no
enforcement staff until well over a year and a falin the time it came into existence.

As previously discussed, BPPE is facing signifiqauablems processing applications, addressing
student complaints and ensuring that licensedtutigtns are operating in compliance with the la.
the very least, it makes sense for BPPE to be eplaandditional spending authority to address the
myriad challenges it faces. It may also make sé&rsBPPE to use some of its resources to establish
processes and procedures, conduct staff and it trainings on a regular basis, hold Advisory
Committee meetings throughout the state and everhase an enhanced data collection system to
replace the current inadequate system it reliesBIPE could also greatly benefit from utilizing it
vast resources to hire the types of individualessary to complete the work associated with
regulating educational institutions, such as adangmber of trained education quality experts with
experience reviewing program quality, a large nunab@xperienced investigators throughout the
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state, or a large number of attorneys who can gBRIRE staff through the complexities of the Act and
related state and federal regulations for insonai

BPPE is authorized to adjust fees through reguiabat the Act outlines a relatively convoluted
process by which this could take place, forcingBlieeau to first rely on regulations to determinatt
adjusting those fees is consistent with the inbéhe Act, then promulgate regulations to adjestst
Another provision related to fees grants very braathority to BPPE to reduce an institution’s fées
it determines that the annual cost of providingremght and review of an institution is less thaa th
amount of money the institution pays. This prawisieaves the Bureau potentially in the
uncomfortable position of having a large pot ofper® money and negotiating with unhappy licensees
who use that factor to try to require the Bureatettuce their fees. The former BPPVE faced a
number of criticisms for regulatory functions bepagtentially left to staff and this provision haet
potential to create a haphazard system of feeatmlle and leaving what should be a consistent
approach to the discretion of staff. If this pogn were used by schools on a regular basis, the
current BPPE, facing its many regulatory challengesld very well be asked to reduce fees for the
bulk of its licensee population.

The Committees should be concerned about suclya éanount of money in reserves which may
necessitate a period of time where fees are ntgated. Students are best protected by the
appropriate, timely spending of resources necedsagforce the Act and uphold important
protections.

Staff Recommendation: The Bureau should be granted additional spendingtlarity to improve
operations and increase efficiency through the g of appropriate staff, the ability to conduct
regular staff trainings, the purchase of an enhantelata tracking system and other tools necessary
for the Bureau to meet its consumer protection mae, as well as provide quality regulation of
private postsecondary educational institutions. &ommittees may also wish to change the
mechanism by which fees are reduced, when necessargl delete the provision authorizing BPPE
staff to decrease fees if it determines that thetoof regulation of an institution is less than theost

of fees.

LICENSING AND EXEMPTION ISSUES

ISSUE #5: (UNACCREDITED DEGREE GRANTING PROGRAMS.) Accredi tation provides
a basis for determining educational quality and asuch, may be an important measure for
assessing the value of degree granting programshdild institutions offering degrees in
California be accredited?

Background: Accreditation is a voluntary, non-governmentapeview process utilized for the
purpose of determining academic quality of higrdraation institutions. Under federal law, USDE is
required to publish a list of nationally recognizegtrediting agencies deemed reliable authorities o
the quality of education or training provided bgitraccredited institutions. Only those institago
accredited by a USDE-recognized accrediting orgdiua are eligible to participate in federal studen
financial assistance programs. While the accraglpirocess is not perfect and does not focus on fai
business practices that can impact a student’ssacaccreditation, both regional, national and
program specific can provide a baseline measuggality education.
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Unaccredited degrees can limit a student’s canpores. Some career fields and employers require
degrees from accredited colleges; this is espgdiaié in professions like education and healtle car
where certification or licensure is a pre-requisiteemployment. While California licensure
requirements in the health care field vary; physisi dentists, clinical social workers, optomegrist
and chiropractors must obtain their requidegrees from accredited institutions or institutions
approved by their respective licensing boards.

Students may be better served, and the Bureauldaealr decreased, by amending the Act to require
thatdegree granting programs be accredited. Unaccredited programs may stidllide to operate in
the state and receive approval from BPPE, butaasteuld offer certificates or other types of
completion awards than a degree.

Staff Recommendation: The Committees may wish to amend the Act to inceetige quality of
educational programs in California by requiring irigutions offering a_degree to be accredited in
order to obtain BPPE approval to operate. The Coitiges may wish to provide a phase-in period
for this requirement to allow unaccredited degresgrams time to meet the accreditation
requirement. The Committees may also wish to requhat currently unaccredited degree granting
programs either change their program to offer cditates or update the Bureau as to their plan for
obtaining accreditation. The Committees may alsisiwto require new institutions applying to the
Bureau as an unaccredited degree granting programprovide a similar plan for accreditation with
their initial application for approval.

ISSUE #6: (OVERSIGHT BY BPPE OF DISTANCE LEARNING.) Instit utions regulated by
the Bureau are required to have a physical presendge California, however the rise of innovation
and distance learning through online courses has eated potential gaps in student protections.
What is the status of regulating distance learninggrograms? Is there a role for the Bureau to
play in promoting the interests of California students enrolled in programs based in another
state?

Background: The Act broadly defines private postsecondary atio to include private entities with
aphysical presence in California that are offering formal postsecondacademic, vocational, or
continuing professional education programs to thidip for a charge. According to a recent repgrt b
the Legislative Analyst Office (LAO), because ther&u regulates only schools with a physical
presence in the state, California students enrati@hline programs offered by institutions based i
other states do not benefit from the oversight jpled by the Act. LAO points out that recent action
by USDE on regulations governing Title IV financeaadl would require out-of-state schools enrolling
California students to receive approval in Califarand also create a structure whereby California
schools enrolling students in other states wouktrte be authorized by each of those states. LAO
states that such state-by-state approval can heriaibfor institutions offering distance education
because of the considerable complexity and cosawafating differing requirements in multiple
states.

In response to these issues, a group of institsitistates, and policy organizations is developheg t
State Authorization Reciprocity Agreement (SARA)esdby accredited, degree-granting institutions
approved by an oversight body in one participasitage will be deemed automatically to have met
approval requirements in other participating stafBisis agreement will facilitate multistate appabv
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for institutions while providing each state assgeathat participating colleges meet common starsdard
and have meaningful accountability and complaisthation procedures in place.

In California, requiring BPPE approval of out-o&t distance education providers enrolling
California students could enhance the student gtiotes and recourse for students in the event of a
school closure. However, relying on other stal@s’s, regulations and enforcement may not provide
these students the same protections as thoseiagiearetk and mortar schools. As such, if the BPPE
is granted authority at some point in the futurenter into reciprocity agreements for purposes of
regulating distance education programs, it maydmessary to clarify that the other states’ regwjato
structure is comparable to California and provitdessame opportunities for students as the Act. It
may also be appropriate to clarify that agreemin@€8PPE enters into allow for the sharing of
enforcement information and actions and informati@tlosed to California students.

Staff Recommendation: The Committees may wish to examine the issue ofpm@city agreements
further prior to authorizing the Bureau to enter ito agreements. While SARA is the most
frequently discussed option for reciprocity in distce education regulation, there may be other
options and avenues in the future. The Committeesy wish to establish standards for the
reciprocity agreements BPPE enters into, if any,dabasic protections that must be in place prior to
California entering into an agreement.

ISSUE #7: (EXEMPTION OF REGIONALLY ACCREDITED SCHOOLS.) Th e Bureau
relies on information from accreditors to verify that institutions have been reviewed for certain
measures of educational quality. The Act exemptsgionally accredited institutions from
regulation by the Bureau.

Background: The former Act and all previous legislation deglivith BPPVE contained a specific
exemption for schools accredited by the Westerionedj accrediting agency; WASC. Challenges to
this exemption arose in 2007, when the US Dis@umirt inDaghlian v. DeVry ruled that the practice

in California of exempting WASC accredited schdotsn state oversight by the Bureau was, in the
absence of a clear policy rationale for doing sap&tion of the Commerce Clause of the federal
Constitution. In the drafting of AB 48 and attespa extend the WASC exemption, it was
determined, based on oral legal opinion from Legieé Counsel, that naming one regional
accrediting agency like WASC in statute and grantiartain privileges (like an exemption from
regulation) is discriminatory because if the pathwaexemption is based on geography, not all
institutions would be eligible to qualify for exetign. Continuing the historical precedence and
granting only a WASC exemption could have subje&B®E to further lawsuits and potentially
invalidate the exemption. While all six recognizedional accrediting agencies do much of the same
work and are subject to the same requirementsderdo continue to be approved by USDE, there are
some notable differences between accreditors. i@pertant difference in regards to public
accountability and transparency, in 2012, WASC bexthe only accrediting agency to require public
disclosure of specific accrediting documents, ideig the institution’s self-study (WASC-ACCJC),

the visiting team review report, and the final actietter. At the time of drafting AB 48, however,
there were no verifiable criteria to differentidetween regional accreditors and, as a result, 2B 4
granted an exemption to all regionally accrediteddiiutions, requiring those accredited by an gntit
other than WASC to be subject to the requirememtSTRF.
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Over the last several years the federal governimenhtooked into the private postsecondary sector
with the intent to determine if stronger laws aeeessary to ensure adequate quality of schools that
are eligible to receive Title 1V financial aid fuimg. In October 2010, this debate culminated whin
issuance of a set of revised Title IV regulaticfisere are numerous regulatory changes including
recalculating the loan default rate, redefiningedd hour, requiring assurances that studentdean
gainfully employed upon graduation, etc. There adglitionally, several specific regulations ainagd
changing the way California and other states regufestitutions.

Of primary importance to California institutionseahe requirements that institutions obtain “state
authorization” and have an independent complaiotgss:

Section 600.9(a)(1)(i)(a) indicates that institnsanust be named by state law, charter or be
recognized through an “action issued by an appatgstate agency or entity” in order to be
excluded from a state oversight/approval proc€sblic colleges and some private non-profit
colleges (through charters) quite clearly meettdgiirement. However, the vast majority of
private colleges that were exempt from AB 48 domeet this requirement.

Section 600.9(a)(1) requires all schools, evendlpaslic schools recognized by the state as
higher education institutions, to have an indepahdeident complaint process through a state
agency.

Schools were allowed to apply for up to 2-year ienpentation extensions for a variety of reasons,
including if the state could not provide the neaegstate authorization by July 1, 2011. The
regulation will become a reality for schools thigyJl, 2014.

In response, as previously discussed, a numbasbfutions exempt under the Act have chosen to
voluntarily come under the Bureau’s oversight forgmses of maintaining Title IV eligibility. These
institutions can apply to BPPE on the “ApprovalN\dgans of Accreditation” application and once the
Bureau grants approval, institutions are subjeetltprovisions contained in the Act and related
regulations. A number of regionally accrediteditnsons do not believe that they should be subjec
to the Bureau’s authority and have requested ayaatto achieve compliance with USDE regulations
by being recognized by BPPE without having to renamicountable for any of the student protections
provided within the Act. This two-tiered system notion that one type of entity would only be
subject to certain provisions administered by BRREjng on accreditors, creates a complicated
system that could overwhelm an already strugglingeBu and send the state down a path of unclear
oversight and regulatory authority — the very heawhy BPPVE was allowed to sunset.

Accrediting agencies are typically not focusedlomhusiness practices of institutions and rathéeema
determinations about an institution’s educationalliy. Accreditation is not based on the outcomes
of students at a particular institution and dogsneaessarily require compliance with basic congsume
protection laws. A 2012 report issued by the &&ate Committee on Health, Education, Labor and
Pensions focusing on problems throughout the fofignigher education sector noted that there may
be problems inherent in the accreditation peeeseyrocess in which people who review schools and
decide whether to grant or deny accreditation cdimextly from educational institutions within the
same accrediting agency. As highlighted abovejmaber of Attorneys General throughout the nation
have initiated investigations and lawsuits agasckibols, including regionally accredited institago
Working in partnership with accreditors and maimitagg open dialogue with accrediting agencies can
assist BPPE in effectively overseeing schools besdot necessarily ensure that students’ interests
are prioritized.
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Staff Recommendation: Students are best protected by a single systemegulation of private
postsecondary institutions in California. A pathwaexists currently for exempt institutions to
maintain Title 1V eligibility by voluntarily comingunder the Bureau'’s jurisdiction. The Committees
may wish to establish criteria other than the typeor lack of accreditation for the Bureau to focus
its efforts. The Bureau should update the Comméseon the number of regionally accredited
institutions that have submitted applications ordregranted licensure by the Bureau. The Bureau
should explain to the Committees any challengesttbauld arise if some schools are only subject to
some provisions of the Act while others were subjecall provisions.

ISSUE #8: (TRANSFERABILITY AND THE REQUIREMENT FOR CERTAIN TYPES OF
ACCREDITATION BY DCA ENTITIES.) Students often str uggle in their attempt to transfer
credits earned at one institution when enrolling ina program at another institution. There are
also wide discrepancies in the types of accreditath schools are required to have in order to be
recognized by DCA licensing boards.

Background: A further issue related to accreditation is §petof accreditation required by a
number of licensing entities. Certain boards ui2i€A require regional accreditation for the
educational programs completed by their applicaftse Dental Hygiene Committee of California, for
example, requires that a dental hygiene prograoffeeed by an educational institution accredited by
a regional accrediting agency while the Board ofiRered Nursing requires that a nursing school be
accredited by a USDE recognized accrediting age@iher entities simply require accreditation,
without specifying the type, while still others magly require some programmatic approval,
certification or accreditation by a national bodligh is not a USDE accrediting agency.

Complicating this issue further is that of tranafality, which is often erroneously portrayed agge
connected to the type of accreditation an institutr educational program has. Transferabilitg, an
the determination of whether or not a student’slitseearned at one educational institution will
transfer to another institution is the respongipihif faculty. While consumers are provided
disclosures under the Act and through regulatidrmaiaithe possibility that units may not transfer,
inconsistencies in the awareness of, and undeiisgof DCA board staff about accreditation and
transferability, may be impacting students’ abitibysucceed.

Staff Recommendation: The Committees may wish to create uniformity foetaccreditation of
educational institutions attended by potential litgees of DCA boards. The Committees may also
wish to establish a task force comprised of boaegresentatives, students, faculty, higher education
experts and representatives from accrediting agesdo provide advice on the issues of appropriate
accreditation and options for transferability froroertain institutions like those regulated by the
Bureau to other segments of higher education in @atnia. The Committees may wish to clarify
required disclosures to students related to tramafa@lity to ensure that they are provided in easily
understandable language and may wish to requirettBahools provide information about the
institutions with which they have articulation agements.

ISSUE #9: (RELATIONSHIP OF THE BUREAU TO OTHER LICENSING EN TITIES.) The
Bureau approves institutions that may also be subf# to comprehensive program approval by
other licensing entities, such as the boards at DCAThe Bureau may be able to utilize the
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expertise of staff at other licensing agencies tesist in the approval process, as licensing boards
are typically familiar with the education and training that can bring about a quality licensee.
The Bureau currently has MOUs with a number of entiies and should consider creating
additional formal relationships with entities that can assist the Bureau in implementing the Act,
and with those that may also assist in providing aject matter expertise while streamlining
Bureau processes.

Background: The Act provides that if an institution offers etiucational program in a profession,
occupation, trade, or career field that requiresrisure in California, the institution must have
educational program approval from the approprittedicensing agency for any student who
completes that program to sit for any requiredrigzee exam. The law is intended to deal with the
issue of students completing an educational progiaeifically designed to prepare them for certain
occupations that in reality does not meet any reguents for education required for licensure.

A number of boards within DCA and other state agenalso have a role in overseeing educational
programs attended by licensees, however these otdyame express authority to approve institutions
offering these programs. In order to be listedmspproved provider on the Employment
Development Department’s (EDD) Eligible TrainingpPder List (ETLP), an institution must be
approved by BPPE. While some boards and agen@agquired to review the curriculum and
sometimes even the actual institutions offeringgpams, others require only BPPE approval in order
to meet educational requirements for licensurdijfim@tion or registration. The Board of Barbering
and Cosmetology (BBC) for example, approves culuioy facilities, equipment and textbooks for
schools offering training programs for eventuattisees, but schools must also be approved by BPPE,
as BBC has no statutory authority or experienagptoold student protections like disclosures and fai
business practices. The California Acupuncturer8eatablishes standards for acupuncture programs
and approves the training programs and curriculutiinvinstitutions and colleges offering education
and training programs in the practice of acupurcturd oriental medicine. Acupuncture schools must
also be approved by the Bureau. The Board of Vaal Nursing and Psychiatric Technicians
(BVNPT) staff grants approval to Vocational Nurseryd Psychiatric Technicigmograms but does

not have oversight ohstitutions offering these programs. Further, an institutizay offer programs
approved by BVNPT and other licensing boards, witilébeing approved as an institution by BPPE.
The Board of Registered Nursing (BRN) was recegithnted complete authority to regulate nursing
schools in California, following years of extremelymprehensive standards BRN required for nursing
schools, like the administration and organizatiba program, faculty qualifications, faculty
responsibilities, curriculum, clinical facilitiesyd assurances of a procedure for resolving student
grievances. Many DCA boards actually gained newrecedented authority during the sunset of the
former BPPVE when California was without a regufgtstructure for private postsecondary
institutions that may have initially intended tori@hing more than a stop-gap effort to ensure some
measure of program quality while a new Bureau \easmistituted.

Given the expertise of staff at boards and otlenking bodies with the educational and training
requirements for licensees to safely interact Withpublic and perform the functions required @ith
job, it is entirely appropriate for these entitiegplay a more formal role in program approval.eTh
Bureau can look to other state agency partnensigight about program structure and quality and
should use these entities as a resource to be#andine its licensing and enforcement operations.
Similarly, it may be appropriate for these entitiefiave the ability to remove approval of programs
that do not meet the educational quality standaedessary for an individual to learn how to befa,sa
effective licensee. BPPE currently has formal Meandums of Understanding (MOUSs) with a
number of licensing boards who play a role in applof educational programs required for licensure
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and could benefit from seeking and utilizing moféhese subject matter experts. MOUs can ensure
coordinated oversight of programs and may alsogmeunnecessary duplication or dual oversight.
BPPE has ample financial resources that it couddwlsen, for example, it may be appropriate for a
licensing board to play a more active role in hajpthe Bureau effectively evaluate the componehts o
a potential educational program.

Staff Recommendation: The Bureau should describe the current MOUs it hagth other entities

and the MOUs it is currently working to establishiCThe Committees may wish to better understand
the role of, and efforts by DCA to promote educat#b quality in workforce training programs
approved, recognized or required by DCA boardslfoensure. The Committees may wish to ensure
that the Bureau establish partnerships and workingjationships with DCA boards, but should be
cautious about replacing Bureau responsibilitiesterly by formally transferring school evaluation
to licensing entities, as suggested in the BSA nie¢pd’he Committees may wish to strengthen the
Act to ensure that students are receiving trainitttat allows them to become licensed when the
intention of their enrollment is licensure.

ISSUE #10: (MASSAGE THERAPY SCHOOLS.) BPPE approves the majrity of massage
therapy schools in California while the CaliforniaMassage Therapy Council (CAMTC)

recognizes Certified Massage Therapists who haveropleted certain educational requirements,
including hours completed at a CAMTC approved schoo What is the working relationship
between BPPE and CAMTC? What structure for oversigpt best serves consumers and students?
Should BPPE give more consideration to schools wini@are approved and disapproved by
CAMTC?

Background: The California Massage Therapy Council (CAMTCaisonprofit organization
responsible for the voluntary certification of mags practitioners and massage therapists. Cuwyentl
recognition as a Certified Massage Therapist regu00 hours of education, 250 of which need to be
obtained from a CAMTC “approved” school(s). Busis@nd Professions Code 4600 specifies that,
“[a]pproved school’ or ‘approved massage schoolangea school approved by [CAMTC] that meets
minimum standards for training and curriculum inssege and related subjects” and that is approved
by at least one other specified entities, includ®PPE, DCA, the organizations that accredit junior
and community colleges, corresponding agencieshierstates, and California State University and
University of California schools. The remainingd2%ours of education needed for certification may
be obtained from any approved school or from ainaitg education provider approved by DCA.

This certification pathway was implemented as adfathering provision to provide schools with the
opportunity to revise and update their massagelygorograms to meet a 500-hour program (the
minimum level required by many states). After Daber 31, 2015, applicants seeking certification as
a massage therapist will be required to obtaiedicational hours from CAMTC-approved schools
and the opportunity to obtain 250 hours of educatieeded for certification from continuing
education providers will no longer be permitted.

The majority of massage schools rely on BPPE ta mheerequired criteria that it also be approved by
another entity, in addition to CAMTC. According@AMTC in its Sunset Review Report to the
Committees, it does not proactively approve schdmlsrather disapproves a school if it finds that
school engages in inappropriate behavior or doeseet the minimum standards for training and
curriculum. Schools may be disapproved for selbngffering to sell transcripts, failing to reqgir
students to attend the classes listed on the tiphdailure to require students to attend altloé
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hours listed on the transcript, or engaging indrdant practices. CAMTC is responsible for
determining that schools meet the specified requergs necessary for certification. In addition,
CAMTC has broad authority to investigate whetheapplicant actually received the education
claimed on an application or provided through ascaipt. CAMTC reports that it has unapproved
approximately 46 schools and placed seven onnted&quate education list,” which means that
applicants who have taken courses at those schan@ssubmit additional proof of education beyond a
transcript and diploma.

There is currently no formal relationship betweedMI C and the Bureau, however, CAMTC often
relies on the Bureau to remove its approval of asage therapy school based on CAMTC
investigations, information and background. WIBRPE is subject to myriad due process rules for its
enforcement activities, including taking actiongiagt a school or during the approval removal
process, CAMTC, as a nonprofit, non-state entibgsdnot have to abide by the same rules and
processes and may simply determine that a schoohisidered unapproved upon CAMTC review.
This lack of coordination can result in a massadsl operating with BPPE approval but not
CAMTC approval, rendering the students unable toanedits earned at that school toward their
certification by CAMTC. Currently, there are 46sols considered unapproved schools by CAMTC,
all of which are still approved by BPPE. This disjed relationship between the two entities impact
both BPPE's and CAMTC's ability to ensure that appd massage programs are operating properly
and students are not being harmed or misled dsetodiue of their education. It is believed tHnms t
CAMTC will begin to take a more active role in thetual approval of massage therapy schools in the
future and provide a list of both the approved andpproved list of schools on its website. This, t
need for both CAMTC and the BPPE will become evemenimportant.

Staff Recommendation: The Committees may wish to amend the Private Pastsdary Education
Act to clarify that the BPPE shall take into consdation either the approval or disapproval of a
massage therapy school by the CAMTC and both esgishould enter into a more formal MOU to
delineate the role each entity has in approving reage therapy schools.

ISSUE #11: (ENGLISH LANGUAGE TRAINING PROGRAMS.) Many Engli sh Language
Training Programs provide foreign students in the Wited States with non-vocational English
language instruction, including preparation for Endish proficiency exams. However, not all
schools are solely offering this type of educatiohapportunity and may look more like
traditional training institutions regulated by the Bureau.

Background: According to U.S. Immigration and Customs Enfoneat (ICE), under the federal
Department of Homeland Security, “the Student axchBnge Visitor Program (SEVP) is a part of the
National Security Investigations Division and aatsa bridge for government organizations that have
an interest in information on nonimmigrants whosepry reason for coming to the United States is
to be students. SEVP manages schools, nonimmignaakénts in the F (academic) and M (vocational)
visa classifications and their dependents.”

According to ICE, on Dec. 14, 2010, President Obaigaed the Accreditation of English Language
Training Programs Act (commonly referred to as"thecreditation Act"), which amended Section
101(a)(15)(F)(i) of the Immigration and Nationalfyt to state that F-1 nonimmigrant students
intending to pursue an English language trainings® of study must enroll in an English language
training program that has been accredited by anadjior national accrediting agency recognized by
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USDE. As aresult, the Student and Exchange Vigitogram (SEVP) is responsible for reviewing
SEVP-certified English language training, commaetierred to as ESL, programs for compliance
with the accreditation requirements as set fortthelaw. However, not all schools offering ESldan
overseen by SEVP aseldy operating ESL programs.

At issue is whether these schools should also besito oversight by BPPE and regulated in
California in accordance with the Act. Many of$keschools do not receive Title 1V funding, do not
make any promises of employment and aim to proaidepportunity for foreign students to
experience American culture while improving themnglish skills. Schools have attempted through
legislation to further clarify the current exemptifor avocational or recreational education to
determine if they will be eligible for an outrigexemption from the Act.

In a recent letter to representatives of a coalitbELTPs, BPPE specified that entities that dofalb
within the definition of a private postsecondaryeational institution are not eligible for the Bates
approval or exemption, as these entities are negérged by scope of the Act. BPPE went on to advise
that based on a description of the institutionsragies that: (1) provide foreign students culkarad
touristic experiences in California; (2) provideculum which is designed to serve students of all
ages and not primarily students past the compulsgeyof secondary education; (3) do not provide
degrees or diplomas, or offer academic, vocatiaratpntinuing professional education; (4) do not
offer courses designed to lead to employment; @)denroll students that are required under the
terms of their visa to return to their home countithin 60 days of the conclusion of their studiés,
not appear to meet the definition of a private pesbndary educational institution and are therefore
not subject to the Act and regulation by BPPE.

BPPE did clarify, however, if such an entity proesitself as a college or university and/or offers
programs designed or advertised to lead to capgaortunities or postsecondary academic
advancements, the entity would fall within the difon of a private postsecondary educational
institution and would not meet the criteria foreatemption under the provisions for an avocational
and recreational education contained in the Act.

Staff Recommendation: It does not appear necessary to make statutory gemto ensure that
ELTPs are qualified for exemptions from the Act artbat their specific programs are defined to
ensure that exemption. The Bureau should update thommittees on its continued outreach and
communication with ELTPs solely offering ESL prognas, subject to the requirements established
by SEVP, and advise the Committees under what ainstances changes to the Act related to these
institutions are necessary.

ISSUE #12: (FLIGHT SCHOOLS.) Flight schools subject to FAAregulation are exempt from
the Act. Does the current language of the exemptionake it clear that flight schools are
prohibited from collecting $2500 or more in fees ugront in order to claim an exemption?

Background: The FAA regulates most aspects of flight insiarct However, federal law does not
regulate the business practices of many of theagi& #chools, including the types of student
protections provided by Bureau.

The Former Act specified that all institutions tiaagre certified to offer flight instruction by th&\A,
and that operated in California on December 31018£eive approval from the BPPVE for a period
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not to exceed three years. It also required thairdefore June 30, 1999, the BPPVE to work in
cooperation with the FAA on reviewing each of thesgitutions to determine whether the institution
was in compliance with the requirements of the FarAct. The responsibility for monitoring and
enforcing institutional compliance for certain msitions under the Former Act related to student
protections was the responsibility of the BPPVHe Former Act provided Legislative intent for the
BPPVE to enter into a MOU with the FAA to “delinedhe responsibilities of each agency for the
approval and monitoring of these institutions,” blgo made clear that flight schools would be stibje
certain fair business practices. When the Fornatre&pired, and the BPPVE was sunsetted in 2008,
the MOU with the FAA also expired.

Over the past number of years, a number of flighbsls closed abruptly and failed to provide
appropriate student disclosures. Silver Stateddpters was a helicopter flight training, sightiege
tours, and charter air operator that at one tinteflght schools located in 34 cities around théara

In most instances, students paid upwards of $70iD@8vance for the Silver State program. Silver
State was known throughout the industry for usiggressive sales tactics to recruit students to the
program and also experienced a number of crashasgimout the nation. In 2008, the company’s
owner and founder notified employees that their gany would be out of business effective at

5:00 P.M. that same day and jobs would be termihaté¢hat time, leaving more than 800 employees
without jobs and more than 2,500 flight studentthwaillions in debt. American School of Aviation
(ASA) was a commercial flight school that operatedtwater, California and trained international
students from India. The school opened in 20G6eaCastle Commerce Center, located on a former
Air Force Base, and closed in May 2008. Most stiglpaid approximately $40,000 in tuition in
advance which was supposed to be placed in aftnuidtand would be withdrawn as the students
progressed through the training. In May of 2008, 4chool was forced to close due to a lack of
insurance. Soon after, students living in the stbalorms were evicted because the school faded t
pay its water bill and the water was shut off. Appmately 100 students were left without their
licenses despite paying the tuition.

The experience of Silver State, ASA and other sndlight school closures, that left many students
with no return on thousands of dollars in paididmf was the primary reason for the Legislature’s
inclusion of flight training institutions for regation by the new Bureau under AB 48. In 2010,
following passage of the Act, the flight instruetioommunity in California expressed serious congern
and dismay that they would suddenly be subjectRBB oversight after years of exemption through
the Former Bureau’s MOU with the FAA. Flight scloargued that Bureau regulation would force
them to shut down their operations, leading todiaise of the industry in this state and outlirfesl t
negative economic impacts that would result frogutation, ranging from firing their employees, to
no longer purchasing jet fuel with taxes that gtotal government, and the potential closure oflsma
airports throughout the state. In response tdligiiet schools’ concerns, SB 619 (Fuller, Chapte®3
Statutes of 2011) provided an exemption from theféc“flight instruction providers or programs tha
provide flight instruction pursuant to Federal Awwa Administration (FAA) regulations and do not
require students to enter into written or oral cactis of indebtedness and do not require prepayafent
instruction-related costs in excess of $2,500.”

The language exempts a flight school that doesepire prepayment of fees in excess of $2,500,
however it may not be clear that the actual intersietting a $2,500 threshold is to ensure thatayon
is not collected up front.

Staff Recommendation: The Committees may wish to amend the Act to enshe flight schools
exempt from the act are prohibited from collectimgore than $2500 in prepayment from students,
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clarifying current law so a flight school actuallgharging $2500 or more up front is not able to be
granted an exemption simply on the technicality titaey do not require prepayment.

ISSUE #13: (CODING ACADEMIES.) Innovative training programs throughout the state
offer opportunities for individuals to learn and boost skills that may result in employment in
high demand technology positions. The Bureau recdy advised a number of programs that
they were operating without approval and in violaton of the Act. Should these coding boot
camps be regulated like other private postsecondarnystitutions and programs? Are there
criteria that set them apart which may warrant consderation of an exemption or other method
for state oversight?

Background: Individuals possessing precise skills and trgnimthe field of science, technology and
engineering are an extremely valuable commodityrfany employers in California, as well as
throughout the nation. High-tech employees likders are in high demand but there are currently
significant shortages of both qualified individualsd qualified training programs. A number of oali
programs, as well as brick and mortar schools, pawide technology-related skills and training
opportunities in an attempt to meet the huge neegddtential employees like software developers
with a background in these specialized areas.

However, what may have initially started as peepder training and employer initiated skills
enhancement now looks very much like private pastseéary education. Individuals pay money for
training in digital skills like software developntedata science, and user experience design. These
bootcamps, as they are often referred to, arequedited and do not accept Title IV money
(however, many students borrow significant sumsohey through private loans, credit cards, or
friends and family, to pay for the program andtihee away from work) but according to a recent
article in Venture Beat (VB), dedicated to newst@l to technology innovation and technology
trends, the programs typically last 10 to 12 weeitk potential recruits often being told that tHeave

a shot at a job or internship at a competitive tsmmpany like Facebook or Google. Tuition costs
vary but, for example, VB found that a 10 week pamg at Hackbright Academy in San Francisco is
$15,000 but full scholarships are available andestis who land a job at a company in the Hackbright
network can request a partial refund. VB also riggbthat at Hack Reactor, also in San Francisco,
where tuition costs over $17,000, 99 percent adestis are offered a job at companies like Adobe and
Google where the average salary for a computentsieould be over six figures.

The goal for many bootcamps is to help underempl@yaunemployed Californians find jobs in the
tech sector. Hackbright Academy runs a quartertjireeering fellowship for women which it
describes as a 12-week accelerated software demetdgprogram designed to help women become
awesome programmers. According to Hackbright,esttgllearn the fundamentals of computer
science and modern web development, and are irtealdio Silicon Valley companies looking to
expand their engineering teams. Hackbright partwiiscompanies like Facebook, Twitter, Pinterest,
SurveyMonkey, Eventbrite, to name a few. Accordmghe bootcamps in a recent statement on Hack
Reactor’'s Web site, “thousands of individuals hpagicipated, often finding high-paying
employment in the field, and the programs themsedreploy hundreds of individuals. We are a
valuable, thriving, and well-intentioned sectoiQ#lifornia’s economy and workforce development,
and our programs offer high-demand skills traitimgnemployed and underemployed Californians.”
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In mid-January, BPPE issued cease and desistslétter number of bootcamps, with the intention of
bringing them into compliance with the Act by bedogilicensed. Some have initiated the application
process, as the Act clearly establishes thatapmopriate for the Bureau to regulate training
programs. But as described previously, BPPE faiggsficant backlogs in its licensing process and
the threat of a $50,000 fine for operating withapproval may force bootcamps to stop offering their
innovative programs that in most instances leaattaal job placement in high wage positions, the
very goal of training programs and the ideal outedar students. Additionally, it may be difficddr
BPPE to ensure that bootcamps remain in compliasittethe Act and are offering programs approved
by the Bureau, given the extremely fluid naturé¢hef technology field in general and the constantly
evolving advances in technology. In many instanbestcamps will need to swiftly adapt a program
or change courses to reflect trends in the teclgydield which the Bureau may not be in a position
stay on top of.

Staff Recommendation: The Committees may wish to evaluate whether stusattending
bootcamps should receive certain disclosures ptmenrollment and whether reporting of student
outcomes are appropriate. The Committees may wisbonsider whether it is appropriate to
regulate bootcamps in the same manner and subjedhe same provisions of the Act as other
private training programs. The Committees may wishallow for temporary approval of bootcamps
under the Act or temporarily exempt bootcamps frohe Act for one year (provided that bootcamps
meet strict refund requirements) , and revisit tresue of appropriate state regulation, working
collectively with stakeholders like the Bureau, doamp owners and operators, former students,
employers, state agencies and higher education eispeThe Committees may also wish to evaluate
what steps the state and Bureau can take to geriggalomote the growth of high quality programs
intended to train for jobs in the ever-growing higlech field.

ISSUE #14: (TRANSITIONAL PROVISIONS.) The Bureau may lack clarity as to how to
deal with the denial of approval of an institutiongranted approval under the transitional
provisions in the Act.

Background: The Act allows institutions that began operation®oafter July 1, 2007, at which time
there was no oversight for private postsecondastjtutions in California, to continue to operate bu
requires these institutions to comply with the Aot submit an application for approval. However,
when one of these institutions is denied appratved,unclear whether it is subject to the same
requirements of new applicants denied licensuregifipally whether or not these schools must close
during the process of appealing a denial or whetrer may remain open while trying to become
approved to operate.

Staff Recommendation: The Committees may wish to eliminate the de-fagopeval for
institutions that began operating during the sungstriod to ensure that schools not approved by the
Bureau are not open for business.

ISSUE #15: (LICENSING ENHANCEMENTS.) Through small changesin the Act, the
Bureau may be able to achieve efficiencies and pot&lly streamline certain parts of its lengthy
licensing process.

Background: There are a number of areas in the Act that coelohbdified to additionally assist
BPPE in its ability to effectively and quickly rew licenses and grant approval to institutions.
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The Act requires institutions making substantivarayes to its program, operations or anything that
would change the initial information initially appred by the Bureau to be authorized by the Bureau t
make those changes. For accredited institutiopsoapd by BPPE by means of their accreditation, it
may make sense to specify that the Bureau doeslsmheed to approve the change, but rather can
rely on the effective date of the substantive cleaagyapproved by the institution’s accreditor.

Staff Recommendation: The Committees may wish to consider amending thétAacreate
pathways for a streamlined licensing process whdaritified and available, ensuring that program
integrity and student information are not negatiwelmpacted.

ENFORCEMENT

ISSUE #16: (COMPLIANCE INSPECTIONS.) The Bureau is mandatedby law to perform
compliance inspections of institutions but is unal@ to currently meet that requirement. The
Bureau also lacks coordinated procedures and procgss to prioritize when inspections should be
performed and on which schools the Bureau should déate its efforts. How many inspections
has the Bureau actually performed, including how may announced and unannounced desk and
in-person inspections? Does the Bureau have the@ppriate staff and investigators necessary
to perform unannounced compliance inspections thanay stem from serious concerns?

Background: The Bureau’s mission is to protect students. @fritbe ways the Bureau achieves this
objective is through announced and unannounced l@mop inspections that ensure institutions are
meeting the minimum operating standards outlinethénAct and regulations. The Bureau is
mandated to perform at least one announced andrareounced compliance inspection on each
approved institution during each two-year cycle.

The Bureau is not meeting its statutory mandateremi@ompleting compliance inspections. While
staffing and organizational challenges for any megulatory body have played a part, BPPE also
lacks any necessary prioritization processes odstas by which to allocate its limited staff tcsfi
inspect the schools that may need the most attentio

BSA found that the Bureau has only inspected aifmaof the institutions that it should have

inspected, failed to identify material violationsgrohg the inspections that it did conduct and was
unable to complete inspections in a timely maniB8A also found that BPPE did not adequately
respond to violations that it did detect duringoestions. The BSA report noted that the Bureay onl
performed 456 announced inspections and only tvemiounced inspections between January 1, 2010
and August 6, 2013. BSA further found that thed8wr does not have a schedule that maps out its
anticipated announced and unannounced inspecttes fta institutions and while the Bureau reported
to BSA that it had a plan to inspect every insiitutat least every two years, it put the plan olal ho

once it realized how long each inspection wouletakd the training that staff would require. BPPE
then only established written procedures for ptimrig high-risk inspections in July 2013.

While BPPE does have regulations that set forth ih@stermines the total number of compliance

inspections (including factors like the size of thgtitution, number and types of programs being
offered, number and type of complaints and enforrgrhistory), without standards for prioritizing
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which schools are inspected, the Bureau will cagito struggle to meet requirements and students
may suffer.

Staff Recommendation: There is already precedent for certain criteria duas cohort default rate,
restrictions on accreditation and high program costthout a demonstration of aptitude prior to
enrollment to be likely indicators of an institutios ability to comply with the Act. The Committees
may wish to delineate certain criteria in statutieat could assist the Bureau in prioritizing its
inspections of institutions. The Bureau may alsasW to consult its Advisory Committee on the
criteria it can use to identify institutions that ay require more immediate attention and those that
may not need to be inspected right away. The Cottaas may also wish to decrease the number of
mandatory inspections to reflect a more workablemioer given the challenges the Bureau faces
with staffing, workload and training, or eliminata statutory timeframe altogether. The Committees
may also wish to grant the Bureau flexibility in termining when to conduct announced and
unannounced inspections based on an evaluation oy gossible criteria used to prioritize the
licensees that are inspected. The Committees maphwo require the Bureau to work with
accrediting agencies to consolidate oversight @sa institutions.

ISSUE #17: (UNLICENSED ACTIVITY.) Schools are required to be approved by the BPPE
to operate in California and the Bureau is requiredto proactively identify unlicensed
institutions. Given the scope of this task, limité staff at the Bureau and potential for schools to
be operating in far corners of the state, the Bureahas struggled to comprehensively meet this
requirement. What is the Bureau doing to addresshe issue of unlicensed institutions? What
are the types of unlicensed institutions the Bureamost often deals with?

Background: BPPE is required under the Act to proactively idfgninlicensed institutions.
According to the BSA report, as of January, 20hé,Bureau does not have a program to do this and
has not dedicated staff and resources to idengjfgimd taken action against institutions operating
without a license. BSA found that the Bureau ugudentified unlicensed institutions when it
received complaints from the public or notificativom staff who worked in the Bureau’s other units
or from staff who saw or heard an advertisemertherradio or television. BSA was especially
concerned that absent a way to tackle this respitingithe Bureau does not do anything proactive t
identify unlicensed activity such as dedicating stedf member to search for institutions or working
with established entities at DCA to identify besdqiices related to unlicensed activity. Additilbya
there may be a need for statutory clarity regardtegability of institutions operating without appal
to advertise.

BPPE’s goals related to unlicensed activity arkring the institution into compliance with the law
and have them seek approval, bringing them undeBthteau’s oversight, but in some instances
compliance may not be the best option and the Bumgy need to take stronger steps to ensure that
students are not taken advantage of or deceivetheSchools operating without approval would
never be able to obtain approval and swift act&meording to due process, may need to be taken.

Staff Recommendation: The Committees may wish to require the Bureau ttabdish a proactive
program to identify unlicensed institutions, as l@mmended by BSA. The Committees may also
wish to ensure that the Bureau takes proper act@gainst unlicensed institutions, as recommended
by BSA, by sanctioning these entities and trackingprmation related to enforcement. The
Committees may also wish to amend the Act to altbesBureau to post application denials on the
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Web site to make consumers aware in the event gminstitution is operating without a license and
has been denied by the Bureau. Given the significaonsumer harm potential involved in
operating an unlicensed school, the Committees raso wish to create stronger penalties for
institutions operating without approval.

ISSUE #18: (ENFORCEMENT IMPROVEMENTS.) While approvals are issued to “owners”
of institutions, the Act may not be clear enough tensure that the Bureau can take action against
institution owners. Additionally, the Bureau may reed to reevaluate due process requirements
for institutions whose renewal has been denied. EBBureau may also benefit from dedicating
resources to look into deceptive marketing practice

Backaround: Under the Act, institutions are approved by thedauwr, but it may not have the proper
clarity in statute to take action against theners of institutions when necessary and in instances of
school closures and other actions. The Act coaldviproved by clarifying that approvals are issued
to owners of institutions and with that comes resglaility for the institution maintaining compliaec
with the law. Institution owners should not beeatd avoid being subject to refunds and other
measures for student recourse because of a ladardy in the Act.

There have also been issues related to the codtmperation of an institution that has been deanied
renewed approval to operate. By operation of @vee an institution’s approval to operate has
expired and their application for renewal of ap@ide operate has been denied, the institution does
not have an approval to operate issued by the Burelawever, Legislative intent may be unclear
regarding whether that institution should be alldwe continue to operate during the appeal of their
denial of renewal application. On one hand, ifitiitution’s renewal of approval to operate
application was denied due to major areas of nanptiance found at the institution, allowing the
institution to continue to operate during appealldecause unnecessary harm to students. On the
other hand, if the institution’s renewal applicatias denied for minor areas of non-compliance,
forcing the institution to close could also harnnrent students on a pathway to certificate or degre
One important factor for consideration surroundsdignificant delays in the Bureau’s ability tortyi
appeals of licensing denials before an Administeatiaw Judge; these delays do not appear to be the
fault of the Bureau but instead are found at bb&hAG and the Office of Administrative Hearings.

As outlined above, a number of Attorneys Genernalithout the nation, including California, have
opened investigations into, or have action pendiganst institutions based on deceptive marketing
practices. BSA noted that the Bureau currentligddbe ability to thoroughly and thoughtfully rewie
data provided by schools to ensure compliance thigHaw related to truth in advertising.

Staff Recommendation: The Committees may wish to clarify the Act to creabnsistent statutory
language that ensures that approvals to operate iaseied to institution owners and all disciplinary
and enforcement actions are taken against institutiowners. The Committees may also wish to
review the due process implications of requiring arstitution that has been denied a renewal to
cease operations while an appeal is pending andkimy its way through the system toward a
hearing. The Committees may wish to require therBau to have an investigative unit focused
completely on deceptive marketing practices, gittem severe nature of these violations and Bureau
financial resources that could be dedicated to diaeg a unit staffed by experienced, trained
investigators. The Committees may wish to allow Bureau to whether an institution must close,
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depending on the seriousness of the violation andynwvish to direct the Bureau to use the
Emergency Decision pathway when students are &t o§harm.

ACCOUNTABILITY/STUDENT PROTECTIONS/FAIR BUSINESS PRCTICES

ISSUE #19: (COMPLAINTS.) The Bureau is not propely processing complaints, many of
which may come from students. What are the barries to effectively handling complaints? Why
is it taking the Bureau so long to resolve complais? Can additional staff help improve the
Bureau'’s effectiveness in handling complaints?

Background: Accepting, processing and acting on complaints fetuxents is one of the key
mechanisms by which the Bureau can ensure thaiskss are in compliance with the Act and that
students have options for action in the eventtthey are the victims of fraud or taken advantageyof
schools. The timely processing of complaints ptesithe Bureau with critical information about thei
licensees and could assist the Bureau in priangizis work.

As outlined above, BPPE faces significant delayth@time is takes to process complaints which
could result in necessary action being taken agaastutions or the activation of necessary steps
assist students. According to information presgatehe December 2013 Advisory Committee
meeting, from July 2013 through November 2013, BR&eived 210 complaints, closed 131, still had
800 pending, issued citations for 2, referred Sdiother discipline and had 23 pending at the AG.
While the Bureau established a process for pramigy complaints in June 2013, according to urgent,
high priority and routine, it does not appear thteda are being used and are understood by Bureau
staff. BSA noted that the Bureau did not prioatzomplaints based on their severity and did not
ensure that institutions quickly resolved the nsastous violations that put students at risk.
Complaints that should have been prioritized agntrgrere often handled as routine. BSA also
reported that in some instances, the Bureau closexblaints prematurely, without receiving
confirmation that the institutions involved hadak®d the pertinent issues. The Bureau does not
appear to be effectively and thoroughly investiggtomplaints. According to BSA, current, former,
and potential students may have suffered contiagch because of the Bureau’s delays in complaint
processing.

The Bureau'’s current timeframes for resolving canb are unacceptable. While BPPE may receive
additional staff in the current budget to addréesttacklog in complaints, immediate steps neeeto b
taken to address the backlog and general issuesigading the Bureau’s seeming inability to properly
act on complaints. Students will benefit from@igthened complaint process, one in which BPPE
has all of the necessary staffing resources, trgiand expertise to properly investigate compldints
receives, as well as additional tools like cleandtards for prioritizing complaints and effectively
taking action against violating schools to proviatiedents proper relief.

Staff Recommendation: The Committees may wish to ensure that the Bureaguires additional,
experienced investigative staffing in the appropeeclassifications to effectively process complaint
The Committees may wish to ensure that Bureau staffeive more training in areas, as noted by
BSA, like evidence-gathering techniques and knowgedabout when they have sufficient evidence to
advance or close complaints. The Committees mahwo amend the Act to outline a complaints
process for the Bureau to follow, including critexifor determining the order in which complaints

are addressed as well as the necessary documentatiformation and resources that will assist in
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reviewing complaints, among other items.

ISSUE #20: (SCHOOL CLOSURES AND STRF.) The Bureathas assisted a number of
students in the event of school closures and takewtion to close bad schools, yet the Committees
do not have information about the number of studerg impacted, the number of students the
Bureau has assisted, the amount of STRF payments even a differentiation between regular
school closures due to the economic downturn andrwr factors versus shut downs forced by the
Bureau. There are also multiple problems with thecollection and administration of, as well as
processing of claims and payments from the Studefiuition Recovery Fund. Additionally, there
may be measures that can be taken to enhance stud@notections and recourse using STRF
monies. STRF is an important tool for students angonsumers but improper management and
under-utilization hinder its effectiveness. How may students have been assisted by STRF?
How much has been spent to provide tuition recovef What are some examples of students
being denied claims?

Background: School closures have a significant impact on Wesliof, and educational opportunities
for students enrolled at the time of a closure.il®ome schools close simply because the cost of
doing business is to high compared with their gbib earn a profit, others close suddenly and
abruptly, leaving students in the lurch, many obwhhave paid high up-front tuition costs and all of
whom believed that they were investing in trainihgt would eventually lead to greater job and
economic opportunities. The Bureau plays a rolssisting students subject to a school closure and
can also force a school to close if it violating #hct to such a significant degree that consummers a
harmed by continued enroliment.

BPPE has assisted students during a number of lsclosares since 2010, and has also forced the
closure of some schools, yet it is unclear exdubhy many students have been assisted by Bureau
efforts, what those efforts have been and how tlme&. tracks data related to school closures to be
able to demonstrate its success in helping studénis additionally unclear exactly how many
schools closed, whether school closures have lbaeked according to the type (forced, planned or
abrupt/sudden), how many students have been ingbhgta school closure, what kind of timelines the
Bureau faced in closing a school, how many teadt ibassisted with and trends identified in clesur
that impacted large numbers of students.

The Student Tuition Recovery Fund (STRF) existet@ve or mitigate economic losses suffered by
students enrolled in BPPE approved programs coWASC regionally accredited institutions.
Institutions are required to charge students fieipts ($.50) per one thousand dollars ($1,000) of
institutional charges, rounded to the nearest @nodisiollars which the institution then submits to
BPPE as payment into the STRF. STRF payments as€ commonly made when a student has made
paid for or made payments toward an educationarpro and a school closes. At the time of a school
closure, students may be eligible for tuition reimgement by filing a claim with BPPE for a payout
from STRF.

STRF, an important tool for students to have reseum the event of a school closure, was insolvent
under the Former Act and BPPVE and unable to nmeetéeds of students filing claims. The 2005
Monitor’s report found that STRF claims paymentsietmes lingered for more than two years and
BPPVE rarely ensured institutions were paying tgetramount of fees. At the time, BPPVE staff
believed that only about half of the legally requifees were being paid. Due to these STRF
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shortages, BPPVE routinely used fees paid by degyaeding institutions to pay claims of students
from non-degree granting schools. An internal 2D@A audit also recommended that BPPVE
establish a process to ensure all STRF fees aedsaments are collected, ensuring payment of STRF
claims and that payments are made by institutidegeloping written complaint handling procedures,
and taking disciplinary action when necessary.

BSA reported that 915 total STRF claims were fidetween 2008 and 2013, 473 of which are still
outstanding. According to BSA, the Bureau'’s praced specify that it will perform an initial review
of recovery fund claims within 30 days of receivihgm, it has not established any other formalgoal
for processing the claims. BSA reviewed 30 claamd found that it took an average of 290 days to
process 29 of them. Additionally, as outlined iearBPPE’s outdated data system may be hindering
its ability to appropriately collect, administerdaprocess STRF payments. BSA states that the Burea
lacks the information necessary to identify whitdges of the process are contributing to the delay
and that BPPE does not track the amount of timgtaif§ take to process the claims or the amount of
time students take to provide the bureau with thmperting materials and documents that may be
necessary to process a claim. BSA also founditigabureau incorrectly processed seven of the 30
claims we reviewed, resulting in a roughly $2,40@rpayment. BSA reported that the Bureau’s
STRF manager stated that the Bureau has strugglemsure that it pays students in a timely manner
and in some instances has also not paid studentothect amount of money. BPPE also struggles to
properly reconcile the STRF payments it receivemfmstitutions. BSA found that the Bureau has
not established procedures to track whether inigtita actually forward the assessments they collect
from their students and as a result, does not kmbether institutions remit their assessments each
quarter.

Currently, STRF is more than solvent, having metdtatutory cap of $25 million established in the
Act over a year ago. BPPE has proposed regulatiosignificantly decrease the amount of money
paid into the fund, as well as completely stopexilhng STRF for a period of four years to avoidigei
in violation of the Act and the established maximi@mthe fund. There is some concern that
prohibiting the collection of STRF as a means afidwg conflict with the law does not take the same
consumer oriented approach as enhancing effopgeoferly utilize the funds in a timely manner or
determining whether there are other appropriate faethe fund. There are currently very narrow
options for the use of STRF when an institutiorsekthat could be expanded beyond tuition
repayment to, for example, assist in the repayroestudent loans for students who have been subject
to a school closure. STRF could also be usedpayrstudent loans for students attending instititio
found to be in violation of the Act (for exampl&the school is cited for failing to provide recgilr
disclosures, or for providing false or misleadinfprmation on the School Performance Fact Sheet).

BPPE is currently authorized in its regulationségotiate with a lender, holder, guarantee agesicy,
USDE for the full compromise or write-off of studdaan obligations to relieve students of economic
loss and, if possible, to reduce the liability lné ISTRF for the payment of claims. The Bureausis a
authorized to pay a student’s claim directly toldreder, holder, guarantee agency or USDE. At its
December 2013 Advisory Committee meeting, regutatiere considered to define “third-party
payers” as a person, business or agency who pgysoation of an institutional charge on behalf of a
student. The proposal further would provide tloatef student whose total or partial charges aré pai
by a third-party payer who suffers a loss of ancational opportunity, the portion paid by the third
party payer up to the amount of the economic losssbe paid to a subsequent institution upon
evidence that a student is enrolled in a diffenestitution.
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Staff Recommendation: The Bureau should update the Committees on its gfaelated to school
closures and students impacted by school closufBlse Bureau should continue to improve its
administration of STRF and dedicate staff to ensog that monies are properly collected, claims are
swiftly processed and payouts are made in a tiniaghion. The Bureau should update the
Committees on its current efforts related to thiphrty payers and advise the Committees as to any
statutory changes that could enhance STRF. The Qoittees may wish to expand the uses of STRF
and evaluate the timelines under which students baw file a claim.

ISSUE #21: (VETERANS EDUCATIONAL BENEFITS OVERSIGH T.) Millions of dollars in
funding administered by the federal Veterans Adminstration (VA) and Department of Defense
(DOD) go to private postsecondary education institions in California. Should institutions
accepting funds administered by the VA and DOD beproved by the Bureau?

Background: The Gl Bill, signed in 1944 by President FranklinBbosevelt gave “servicemen and
women the opportunity of resuming their educatiotechnical training after discharge, or of takang
refresher or retrainer course, not only withoutioni charge up to $500 per school year, but with th
right to receive a monthly living allowance whilarpuing their studies.” Educational benefits are
currently available both to active duty personmal geterans through two key programs: the Tuition
Assistance program administered and run by the iDapat of Defense (DOD) and the Post-9/11
Veterans Educational Assistance Act administerethbyDepartment of Veterans Affairs (VA).

According to data from the National Center for Ealian Statistics, in 2011-12, 11.3 percent of all
U.S. service members enrolled in undergraduateatiducwere pursing certificate programs, 42.3
percent were enrolled in associate’s degree prageard 46.4 percent were enrolled in bachelor's
degree programs. Half of all undergraduates at¢tgisdhool full time, while 32.3 percent attended
part time and 17.2 percent mixed full-time and jp@ne enrollment. The statistics showed that dyrin
FY 2011, 923,836 U.S. service members received $i@billion in assistance from educational
benefit programs administered by the VA, with 88.4& 9.6 percent, living in California.

There have been multiple reports and hearings &taos the experience of veterans at private for-
profit institutions. According to a 2010 reporsued by the U.S. Senate Health, Education, Labdr an
Pensions (HELP) Committee, between 2009 and 2@¥@nue from military educational benefits at
20 for-profit education companies increased 21tqr The report also noted that because neither
DOD nor VA benefits originate through Title IV, meythat institutions received through these
programs was not counted as federal financialthigs not subject to a key regulatory requirement
governing for-profit schools that no more than @cent of revenues come from federal financial aid.
This so-called “90/10” rule essentially considei@and Veterans funds as non-federal aid by
allowing these funds to be counted in the 10 peroktine calculation, despite the fact that the eyon
comes from federal taxpayers. The report fountlftha of the five for-profit schools receiving the
most Post-9/11 Gl Bill funding in the first yearchiman repayment rates of only 31 to 37 percefiie T
report further found that the same four of five@as receiving the most Post-9/11 Gl funding had at
least one campus with a student default rate aBd\gercent over three years.

For-profit schools have come under particular scyuor practices used to recruit military veterans

Recently, Attorney General Kamala Harris filed saghinst Corinthian Colleges, Inc. for false and
predatory advertising, intentional misrepresentetito students, securities fraud and unlawful dse o
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military seals in advertisements. According to¢benplaint, CCI included official Army, Navy, Air
Force, Marine Corps and Coast Guard seals in ngaitamd on Web sites.

The former BPPVE used to serve as the approvalcgdgen California institutions attended by
veterans using Title 38 monies under a contradt thié¢ VA. When BPPVE expired, these duties were
transferred to the California Department of Vetsraffairs (Cal-Vets) which now provides limited
oversight of postsecondary education programs girats role as the state approving agency for
veterans’ education benefits (CSAAVE). CSAAVEeslérally funded and operates under an annual
reimbursement contract with the VA. In its roletls approval agency, the primary function of
CSAAVE is to review, evaluate and approve qualdy@ational and training programs for veteran's
benefits. CSAAVE is intended to approve colleged aniversities, vocational schools, business
schools, professional schools, and licensing artification training and tests, all of which mustb

to an educational, professional or vocational dbjec There is no current requirement for CSAAVE
to provide recourse for students attending appravetitutions and in the event that a student was
mislead or unable to become employed following kment at a program not approved by BPPE, no
ability for the Bureau to take action and no reguient that protections under the Act are upheld.

Staff Recommendation: The Committees may wish to require that any schimoCalifornia

receiving benefits administered by the VA and/or D@nust be approved by the Bureau and subject
to the Act. The Committees may wish to specifyt ihatitutions accepting benefits administered by
the VA and/or DOD provide students their associatadney for living expenses and other costs
within the timeframe established under federal law.

ISSUE #22: (DISCLOSURES, DATA, STUDENT OUTCOMES AND MEASURING STUDENT
PERFORMANCE.) Schools are required to provide a shistantial amount of information to a
number of different agencies, including the Bureau.Schools are also required to provide
disclosures and information to students prior to erollment. There may be instances where data
required by one entity is superior to that currently required by the Bureau and opportunities for
the Bureau to streamline its processes for data dettion.

Background: Manyschools regulated by the Bureau are subject topreiltequirements for
disclosures from multiple entities and also mabigject to duplicate and conflicting data
submissions to multiple regulatory bodies. Schaodlght be approved by BPPE, overseen by USDE
related to the acceptance of Title IV money andseen by the California Student Aid Commission
(CSAC) related to the acceptance of Cal Grant stilidans and required to provide information to
each as a condition of participation and approVidere appear to be a number of disclosure
requirements that can be simplified and streamltodaktter provide students the real-time data they
need to make informed decisions about enrolling prarticular educational program.

The Act requires a number of disclosures aimedatiging students with the information and tools to
make an informed decision about their educatiah placement numbers, license exam passage rates,
salary information and cohort default rates areesofrthe items institutions are required to prouiae
students as they evaluate whether or not to atigratticular school. (CDR is the percentage of a
school's borrowers who enter repayment on fedeaaid during a particular fiscal year and default or
meet other specified conditions prior to the enthefnext fiscal year and provided to USDE in draft
form, offering schools two appeals before the infation becomes “official”’.) The Act also requires
series of disclosures about unaccredited progrdfesrg degrees, such as whether the degree is
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issued in a field that requires licensure in Catifa, whether or not a graduate of the degree progr
will be eligible to sit for the applicable licenguexam in California and other states, information
acknowledging that a degree from an unaccreditstitution is not recognized for some employment
positions and a statement that students attendingaccredited institution are ineligible for fealer
financial aid programs.

The Act also specifies requirements regarding émeoit agreements and requirements that students
be provided a school catalog and a School Perfarenkact Sheet (Fact Sheet), including minimum
requirements and disclosures required in thesemdents such as information about program
completion, placement, licensure and salary ofesitaigraduates. Under the Act, institutions ase al
required to submit an annual report to BPPE thatides specified information, including the most
recent three-year cohort default rate reportechbydSDE for the institution and the percentage of
enrolled students receiving federal student lodrse Bureau is also authorized ensure that
information is useful to students, useful to pali@akers, based on the most credible and verifiadta d
available but also does not impose undue complibnogens on an institution.

Legislation enacted in 2011 (SB 70, Budget anddFiReview Committee) established, as a condition
for voluntary participation in the Cal Grant prograhat each institution with more than 40 pere#nt
its undergraduate enroliment borrowing federal etiidoans must have a three-year 2008 cohort
default rate less than 24.6% to be eligible for @& renewal Cal Grant awards in the 2011-12
academic year, and less than 30% for each subsegpem Institutions are also required to annually
report to CSAC enrollment, persistence and gradoatata for all undergraduate students, including
aggregate information on Cal Grant recipients, thiedob placement rate and salary and wage
information for programs that are designed or dibkesit to lead to a particular type of job or are
advertised with any claim regarding placement.

The Integrated Postsecondary Education Data Sy$REDS) is a system of interrelated surveys
conducted annually by the USDE’s National CenteHducation Statistics. IPEDS gathers
information from every college, university, andheial and vocational institution that participaies
Title IV, including data reported by programs omatiments, program completions, graduation rates,
faculty and staff, finances, institutional pricaad student financial aid. Information is then mad
available to students and parents through the @mIMavigator college search Web site and stored at
the IPEDS Data Center. In some instances, it nesgpipropriate for BPPE approved institutions that
also report to IPEDS to have authority to substithe information required under the Act to be
reported to the Bureau with what is already rebttel PEDS, eliminating the requirement for schools
to potentially create two data sets and also stieang and simplifying for potential students tocass
information. Institutions could still be requirealreport to BPPE and disclose information to shiisle
but the data would look the same as what a studagitgather from the College Navigator site and
Bureau staff would have to verify that the inforroatis reported correctly.

The 2010 Title IV regulations included a new ddfom for the means by which eligible schools would
have to report “gainful employment” to studentheTefinition continues to be negotiated at the
federal level and the current regulation would eatd programs for Title IV eligibility based on deb
to-income ratios and CDRs. CDRs would be judgedity program with more than 30 students
enrolled, and debt-to-income ratios would be judipediny program with more than 10 students.
Programs whose graduates’ loan payments comprise timan 30 percent of their discretionary
income or 12 percent of their total income wouldarger be eligible to receive Title IV monies.
Programs with a CDR of more than 30 percent foor8ecutive years would also no longer be eligible
to receive Title IV monies.

47



In California, the Salary Surfer allows studentd #me public to see salaries associated with degree
certificates in specific disciplines. Salary Surfeovides wage data for California Community

College (CCC) students who earned an associatgiee®r a credit certificate by using the
aggregated earnings of graduates from a five ye@og Wage information comes from an agreement
between the CCC Chancellor's Office and the Cali'toEmployment Development Department
(EDD). The system is a useful tool for studentedtbmate their potential earnings after receiang
certificate or degree in certain areas.

California is currently without a comprehensiveteys for higher education planning and
coordination. Through data collection, analysid program review, a higher education coordinating
body like the former California Postsecondary EdiocaCommission (CPEC) has the ability to
coordinate the long-range planning of the statiglsdr education systems as a means to ensure that
they were working together to carry out their indual missions while serving the state's long-range
workforce training, job and economic needs. Pev@istsecondary education data and student
outcomes are an important part of any higher educdiscussion and in the event that the state
creates a coordinating body, information like tteateived currently by BPPE and CSAC may be
appropriate to transmit to that entity.

Staff Recommendation: The Committees may wish to authorize institutioreceiving Title 1V
financial aid to report IPEDS data and data requideunder the Gainful Employment regulation to
the Bureau on the School Performance Fact SheeheTCommittees may wish to require the
Bureau to enter into an MOU with the Employment Delepment Department to gain access to the
type of wage data available on Salary Surfer andeasieans of verifying information reported by
institutions. The Committees may also wish to reguadditional disclosures be made to potential
students and reported to the Bureau such as infotioa about any legal or administrative actions
brought against an institution. The Committee maysh to enhance, simplify or substitute
disclosures only in the event that students stdteive the maximum amount of information to assist
in making informed decisions about enrollment.

ISSUE #23: (LAW SCHOOL DISCLOSURES.) Should a law school agredited by the
American Bar Association, and owned by an instituthn operating under the Bureau, be able to
satisfy the current disclosure requirements of th&chool Performance Fact Sheet by instead
complying with ABA disclosure requirements; reporting to the National Association for Law
Placement; and making completion, Bar passage, plament, and salary and wage data available
to prospective students prior to enrollment throughthe application process administered by the
Law School Admission Council?

Background: The USDE requirement that an institution have saat@orization in order to be

eligible for Title IV federal student financial aisl prompting at least one law school in California
exempt from Bureau approval, to seek Bureau apptovaaintain Title 1V eligibility. As a result,

that school will be subject to the Bureau’s SchHeeiformance Fact Sheet (Fact Sheet) requirements.

At issue is the fact that the Fact Sheet requiifésrent calculations than those established by the
American Bar Association (ABA) and National Assad@a for Law Placement (NALP) and may
ultimately provide less data to students than treyalready provided through the Law School
Admission Council (LSAC) application process. Und8A Standard 509, ABA accredited law
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schools are required to provide detailed studerdliement and graduate outcome information to
prospective students and to the general publiav $&hools also report employment and salary
outcomes for graduates to NALP. Prospective stisdmrcess this data through the law school
application process administered by the LSAC. Tiglothe LSAC website, students are provided a
single point of entry to access this data in otdenake comparative analysis of the law schools to
which they are considering applying.

Staff Recommendation: The Committee may wish to amend the Act to authkera law school
accredited by the ABA, and owned by an institutioperating under the Bureau, to satisfy the
current disclosure requirements of the Fact Shegtihstead doing the following: complying with
ABA disclosure requirements; reporting to the Natial Association for Law Placement; and
making completion, Bar passage, placement, and sand wage data available to prospective
students prior to enrollment through the applicatigorocess administered by the Law School
Admission Council. The Committees may wish to emresthat any specific information required on
the Fact Sheet that may help students make infornagedisions is also disclosed by a law school
under the Bureau’s authority.

ISSUE #24: (PRIVATE RIGHT OF ACTION.) Given the challenges the Bureau faces in its
ability to enforce the Act, some have called for threactivation of a private right of action,
granting students the ability to sue schools direlit. Is a private right of action better than a
robust structure for regulation, as created under he Act, enforced properly and in a timely
manner?

Background: The Bureau has a number of options to enforcé&th@nd take action against
institutions in violation of the Act. However, g the previously discussed struggles the Bureau ha
to meet its enforcement mandates, protect studdmshave been harmed by schools and investigate
complaints in a timely manner, as well as challsmgglined in the BSA report about BPPE’s ability
to proactively identify and go after unlicenseditosgions, students in California may not fully be
receiving the benefits of a robust regulatory strirtez While the Bureau does have the ability soiés
citations and levy fines, as a government agendyBR subject to important due process rules and
utilizes the AG as its attorney in cases that waraaditional legal action. The AG has a number of
sections where dedicated Deputy Attorneys GenBra(ss) act as lawyers for state agencies. Cases
stemming from DCA entities are typically assigned®Gs in the AG’s Licensing Section, as they
involve DCA licensees in violation of their praaiact. However, many of the investigations and
complaints filed against private postsecondarytutgdns by the AG on behalf of consumers, such as
the recent case against Corinthian Colleges, hectypically handled by the Consumer Law Section.
BPPE could greatly benefit from working directlytwDAGs with specific experience and knowledge
about the Act and regulating private postsecondawtjtutions in California. Given its large amouwit
financial resources, the Bureau could potentialigraent AG resources to ensure timely resolution of
student cases.

It would be helpful for the Committees to learn mabout how BPPE cases are processed, handled
and acted upon by the AG, as well as typical tinedifor final resolutions and the number of stuslent
impacted by these types of actions against schools.

Staff Recommendation: The Committees should not amend the Act to inclaBrivate Right of
Action. It does not appear as if a Private RigHtAction would be in the best interest of studeirs
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regulating private postsecondary institutions. besad, the necessary improvements to provide for a
more robust regulatory structure and coordinationare fully with the AGs office in pursuing legal
action against schools which violate the Act sholdd an immediate priority. The Committees
should also ensure that the DAGs most familiar witbnsumer protection in California are assigned
cases referred by the Bureau.

TECHNICAL CLEANUP

ISSUE #25: (TECHNICAL CHANGES MAY IMPROVE EFFECTIVENESS OF T HE ACT
AND BPPE.) There are a number of amendments to thact that are technical in nature but
may improve Bureau operations and the enforcementfdhe Act.

Background: Identified instances where technical clarificatinay be necessary:

» References in the Act to School Performance FagetSbhut to Fact Sheet in the Bureau’s
regulations.

» Obsolete references to CPEC throughout the Act.

» Obsolete references to BPPVE throughout the Busiaed Professions Code.

Staff Recommendation: The Committees may wish to amend the Act to incltelehnical
clarifications.

CONTINUED REGULATION OF PRIVATE POSTSECONDARY INSTIUTIONS
BY THE BUREAU FOR PRIVATE POSTSECONDARY EDUCATION

ISSUE #26: (SHOULD THE BPPE BE CONTINUED?) Should the licersing and regulation
of private postsecondary institutions and maintenace of important consumer and student
protections be continued and be regulated by the cxent BPPE?

Background: The Bureau struggles to meet its statutory mandateonsumer protection and robust
oversight of private postsecondary institutionset i¥s challenges related to providing oversight of
institutions do not appear to stem from problenthwie law or financial insolvency or staff bias,
issues that consistently arose with the Formerafidt BPPVE, but rather appear to be directly related
to the implementation of the Act by BPPE at DCAorh staffing, to implementing policies and
procedures, to data systems, to timelines, to geieg student complaints, to leadership, the Byreau
after almost 15 years of operation, has not betntatproperly evaluate and approve schools and
programs and adequately protect students. BPRé&ctomillions of dollars from institutions it
licenses, but does not have the infrastructuréaoepto do a good job of regulating these instnai
The Bureau was not funded or operational until \a#r it was established. BPPE has had three
Bureau Chiefs in four years. BPPE pays milliongalfars of Pro Rata as a Bureau within DCA, but
does not receive near the level of services, pesar support it needs to effectively do its job.
Given the large amount of money it has in its fuhe, Bureau could easily afford to hire multiple
program quality experts, outside consultants, lagyiavestigators and information technology
personnel. BPPE also has an incredibly strong gatyiCommittee comprised of individuals familiar
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with many aspects of private postsecondary reguidtiat it does not effectively utilize, and may be
limited in its ability to utilize given its structet as a Bureau responsible for licensing educdtiona
institutions housed within an agency where the nitgjof other programs are focused on individual
professional licensees.

Private postsecondary institutions play an impdnale in higher educational opportunities for
California and are increasingly considered an &mltid segment of higher education providers
throughout the state and nation, as evidencedemats to ensure student outcomes are reported much
like they are for public institutions and that agotability measures are in place much like theyfare
public institutions, given the large amount of palilinding these private institutions receives.
California’s other higher education segments, thevérsity of California, California State Univengit

and California Community Colleges are all subjeab¥ersight provided by independent boards.

These entities are not subject to a sunset pravanal the threat of possibly expiring.

After numerous audits, analyses by outside agelike¢he LAO, an in-house monitor for two years,
multiple legislative investigations and significanuiblic comment, it has become abundantly cledr tha
the bureau structure at DCA for oversight of prevpbstsecondary institutions does not work. An
independent board structure would allow for inceglggublic accountability and could provide clear
direction to a regulatory entity about its funcsooperations, priorities and organization, prawidi
inherent leadership and a clear path to fulfilintssion through the transparent decision making
process undertaken by board members, in compliaitbgoublic meeting requirements.

Staff Recommendation: The Committees should seriously consider reconsititg the Bureau as an
independent board comprised of members from théofeing categories: students who are or have
attended schools regulated under the Act; individsiavith a record of advocacy on behalf of
consumers; representatives of private postsecondatycation institutions; employers that hire
institution graduates and; members of the publi&trong consideration should be made to include
current Advisory Committee members as members oifrelependent board.
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