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COLLEGE OF XAVIER BECERRA

Attomey General of California

MARC D. GREENBAUM

Supervising Deputy Attorney General

GILLIAN B, FRIEDMAN

Deputy Attorngy General

State Bar No. 169207

300 So. Spring Street, Suite 1702

Los Angeles, CA 90013
Telephone: (213) 269-6294
Facsimile: (213) 897-2804

| Attorneys for Complainant

. BEFORE THE .
_ DEPARTMEN'[‘ OF CONSUMER AFFAIRS
FOR THE BUREAU FOR PRIVATE POSTSECONDARY EDUCATION

STATE OF CALIFORNIA
[n the Matier of the S’ﬁatement ()f‘ Iasuezb Case No., 1003472
Agamst' : o
COLLEGE OF &aQUTHERN

CALIFORNIA, AARON RHEE, OWNER STATEMENT OF ISSUES

Application for Renewul for Approval to
Operate for an Institution Non-Accredited

Institution Code: 1928101

Respondent,.

Complainant alleges:
o PARTIES

1. Dr. Michae! Maﬁcﬁn, Ir. (Complainant) brings this Statement of lssues snleiy in his
official capacity as the Chief of the Bﬁr&al,l-_ for Private Postsecondary Bducation, Department of
Consumer Affairs, |

2. Onorabout August 2, 2013, the Bureau for i’rivate Postsecondary Education received
an Application for Renewal for Approval to Operate for an Institution Non Accredited from -
College of Southern California, with Aarbn Rhee aé owner (Respondent). On or about July 22,

.
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2013, Aaron Rhee certified under penalty of perjury lo the truthfulness of all statements, answers,
and representations in the application. The Burean denied the application on April 23, 2018,

JURISDICTION

3. This Statement of Issues is brought before the Dirfsetof of the Department of
Consumer Affairs (Director) for the Bureau for Private Postsecondary Education, under the
authority of the following laws. All section references are to the Fducation Code unless
otherwise indicated. |

STAT UTORY PROVISIONS

4, Business and meessmns Code of 22 defines the term “bﬁard” 1o include *burcan.”
5. Education Code section 94885’ states:

(a) The b‘uraau shall adopt by regulation minimum operating standaids for an instifution

that shall reasonably ensure that all of the following oceur:

(1) The content of each uducatmnal program can achieve m, stmcd objective.

(2) The institution maintains spt,ciiu, written %tanda.rd& or student admissions for edeh
e:ducmmmi program and those standarda are related to the particular educatlonal program,

3y The facilities; 1ns!;mctmnal~_cqu pruent; aﬁd_fmateﬁats,am..su'i'hm{mtioxnablc,-s-iudenis o

achieve the educational program’s goals. |

(4) The institution maintains a%#ithdi‘awai-policy and provides refunds.

(5 The d_ireétors, administrators, and faculty are pmﬁeﬂy -qualiﬁed.

(6) The institution is financially soun_d and capable of fulfilling its uamxniﬁnants to
stuck,nt‘s

(‘?) That, upon satisfactory complctlon of an edugational program, the 11'11-,tztutwn gives
studmis a documc,nt signifying the degree or d:ploma awarded,

(8) Adequate records and standard transer ipts are maintained and are available 1o students,

(9) The institution is majntained and operated in compliance with this chapter and all o_tlr;er
applicable ordinances and laws. |

"

' California Private Postsecondary Education Act of 2009, Ed. Code §§ 94800 et seq.
2
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(b) Except as provided in Section 94885.1, an institution offering a degree must satisty one
of the following requirements:
(1) Accreditation by an accrediting agency recognized by the United States Department of

Education, with the scope of that accreditation covering the offering of at least one-degree

| program by the institution.

(2) An accreditation plan, approved by the bureau, for the institation to become fully
gecredited within five years of ﬂw bureau's issuance of a provisional approval to operate to the
institution, The provisional approvéi_ to operate to an unaceredited degree-offering institution
shall be in compliance with Section 94885.5.

6. Education Code Section 94886 states:

Except as exempted in Aﬂicle' 4 (commencing with section 94874) or in compliance with
the transition provisions in Article 2 (commencing with Section 94802), a person sh;ai.l not open, -
conduct, or do business as a pi'ivata postsecondary educational institution in this state without
obtaining an apbmvai to operate under this chapter. |

7. Bducation Code Séction 94887 states:

- “An‘approval-to-operate shall-be granted. only-afier an.applicant has presented sufficient

evidence to the bureau, and the bureau has independently verified the information provided by the
applicant through site visits or other m.e;tho.ds deemed appropriate by the bureay, that the applicant
has the capacity 1o satisfy the mintmum operating standards, The burean shall deny an application
for an _abpro\fa}_.to operate if the application does not sé,tisi*y- ihcase_ standards.
'REGULATORY PROVISIONS
8. Title 5, California Code of Regu]atéoﬁé (CCR), section 71700 states:

“The Bureau may request that an institution document ¢0n1p1iancc with the standards set
forth in the Act and this Dzvasmn to obt&:n anl mamtam an dpproval to operate.”
9. l"' itle 5, CCR, section 71475 states:

a) Unless renewed, an approval {0 operate shall expire at 12 midnight on the last déy of the

institution's term of approval to operate as g-ranwd ursuant to section 948072 or section 94889 of
ap p P

the Code,
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{(b) Aninstitution seeking to renew its Approval to Operate pursuant to section 94891 of
the Code shall, prior to its expiration, complete and submit to the Bureau the "Application for
Renewal of Approval to Operate and Offer Educations Programs for Non-Accredited
Tustitutions,” Form Application 94821 (rev, 2/10).

(¢) The application for renewal of approval to operate and offer educational programs for
non-accredited insiitutions shall include all of the following:

(1) The name, institution/school code and website address of the institutioh.

(2) The }Shysic'al address of the institution's primary administrative location in California,

{3) The m&ilir‘a_g address, -.identifie:-d gither by physical address or by post office box number,
telephone number and fax nummber of the institution,

(4j The physical address, phone number and fax mumber of cach campus and branch at
which the cduéa’sianaﬁ programs will be offered, including the identification of the institution's
main loaaﬁom and branch locations, - |

(5) The name, address, email address, telephone nuinber, and fax number of an _iﬁ_dividué!

who will function as the institution's contact person for the purposes of the application. - - -

| limited partnership, for-profit corporation, nonprofit corporation, or Limited Liability |

Corporation). If the institution is incorporated, the institution shall also identify the state within
which the institﬁtiun is incorporated and ﬁhe date of incorporation, and provide copies of the -
articles of incorporation and bylaws.

(7) The name, title, address, email address, telephone number, natwre of interest and
percentage of own@rship of each person, as defined in section 94855 of the Code, who owns or
controls 25% ar more of the stock or an interest in the institution and, to the extent applicable,
pach gén@rai partner, {)‘_f'ﬁ.cm', coTporate director, member of th.é board of directcxrs, and any other
person who exercises substantial control over the institution's management or policies, For the
purpose of this paragraph, a person exercises “substantial control over the instﬂutivn’s
menagement or policies” if the person has the authority to cause the institution to expend money
or incur debt in the amount of five thousand dolfars (§ 3,000) or more in any year.

4
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-annual-gross-revenues-of:$-500,000-and over, statements_shall_ be audited; (2). for

(A) For each address required, the institution shall provide a physical home address, and

‘may request that the address, email address, and telephone number, of each person deseribed in

paragraph (7) be maintained as personal information,
(B) The federal employer identification number for partnerships or the social security
number for individual owners identified in the application pursuant to section 71 iSb(a)( 1).
{d) In addition to the form required in (b), the institution shall submit all information
requited by section 71100(b), and the appropriate renewal fee as provided in Sections

94930.5(b)(1) and 94930.5(b)(2) of the Code, as applicable, 1o the Burcau. Except for the

| financial smtemeﬁts required by subdivision (e) of this section and the statement required in

subdivision () of this section, if the information required in order to renew its approval to operate

is substantially similar to the information submitted by the institution in its last renewal

applic&%ion,l or initial appiication it'it is the first renewal, the ingtitution may state that there are no

substantial {:hanges,

(€) The institution shall submit at the time it applies. for rencwal current financial
statements that meet the requirements of section 74115 as follows: (1) for an-irx:;'titutioﬁ-with-
an institation.
with annual gross revenues less than § 500,000, statements shall be reviewed. _

(F) The renewal application shall include a statement from any person identified in
subdivision (h)(1) of this section who --

(1) Was found in any judicial or administrative proceeding to have vielated the Act or the

law of any other state related to untrue or misléading adverti'sing, the solicitation of prospective

stﬁdeﬁts for énmllmcnt in an educational service, or the operation of a postsecondary school;

(2) Was denied any type of license on grounds set forth in Section 480 of the Business and
Professions Code; | |

(3) Was adjudicated as 1*es;por£sil')la for the closure of an institution in which there were
unpaid liebilities to the state or federal governmment or any umompensated pecuniary losses

suffered by stude:ms;
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(4) Has stipulaied to a judgment or administrative order or entered a consent decree
involving any of the matters described in this section.

(5) Was convicted of any misdemeanor or felony as provided in Section 480(a)(1) of the
Business and Professions Code,

(g) The institution shall furnish in the application an explanation of any legal aclion
pending against the institution or cwner:éhip or any of the institution's owners, officers, corporate
directors, administrators, or instructors by any federal, state, or local law enforcement agency
involving alieged ax:té of . i‘mud; dishonesty, financial mismanagement, unpaid liabilities to any
governmental agency or claims for pecuniary loss suffered by any student.

(h) The institution shall include in its application the name, title, physical address,
telephone number, fax number, and e-mail address for the agent for service of process in
California as required by section 94943,5 of the Code. The agent shali be at an address other than
the address of the institution or any brm;h,_"'{"hc: agent must confirm the information and

scknowledge in writing that he or she is the designated agent for service of process. The

information shall-be kept current pursuantto section 74190~ - ——  —— — ——— — - |
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_{i)_The-institution shall include. in its application.an organization chart that shows the . .

governance and administrative structute of the institution and the relationship between faculty
and administrative positions, 1f there have been no substantive changes since the last submission
of an organizational chart, the institution may so state and is not required to submit
documentation. |

'.(j} The institution shall provide in the application a description of the job duties and
responsibilities of each administrative and faculty position. If there have been no substantive

ehaug,es' since the last submission, the institution may so state and is not required to submit

documentation,

(k) The institution shall identify in the application the chief executive officer, chief

operating officer, and chief academic officer and describe their education, experience, and

qualifications to perform their duties and responsibilities, If there have been no substantive
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changes since the last submission, the institution may so state and s not required to submit
documentation,

(1) If the institution has a governing board, the application shall inctude the name, work
address, email address, and telephone number of'cach member of the governing board. If there
have been no substantive changes sinee the last submission, the institution may so state and is not
required to submit documentation.

(m) The application shall contain the name, work address, email address, fax number and
telephone number of the person with whom the Bureau will correspond and conduct legal
transactions on behalf of the institution, If there have been no substantive changes since the last
submission, the institution may so state and is not required to submit documentation.

{n) The institution shall describe in the application, m detail its mission and objectives, If
there have been no substantive changes since ihe.last submission, the institution may $o state and
is not required to submit documeﬁtation‘

(0) The institution shall include, with its application, exemplars of all student enrollment

~agreements-and instruments of indebtedness: — — — — —— - - L

,._.
&

8
19
20
2
)

23

24
25
26
27
28

(p)-Ifan institution receives financial aid because its students qualify for it under any state

or federal financial aid program, the application shall inelude a statement of its policies, practices,
and.disclosurés regarding financial aict_.. If there have been no substantive changes since the last
submisﬁon, thé ins;timti{m-.may' s0 state and is not required to sabmit docum_ent-ation,

() The institution shall include in its application copies of advertising and other statements
disserninated to the public in any manner by the institution or it representatives that concern,
describe, or represent each of the following;

(1) The institution. |

(23 Each educational prégra‘m offered by the institution.

(HIf adveftising is broadeast by television or radio, the application shall also include a
copy of the script. |

(r) The institution shall identify and describe, in the application, the educational program it
offers, or proposes to offer. If the educational program is a degree program, the institution shall

7
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identify the full title which it will place on gach degree awarded. If there have been no substantive
changes since the last submission, the institution may so state and is not required to submit
documentation.

{(s) The application shall inelude, in addition to the gcnerai title, such as "Bachelor of Arts"
or "Master of Science”, the name of a specific major field of learning involved. If there havc-been
no substantive changes since the last submission, the institution may so state and is not required
to submit docurnentation,

() In addition, the institution shall list in the application, the following for each educational
program offered unless there have been no substantive changes since the last submission. If there

have been no substantive changes made the institution may so state and is not required to provide

*documentation.

{1} The admissions requirements, including minimum levels of prior education,
preparation, or training;

(@) ( ap}_ﬂicable, information i'cgarding the ability-to-benefit examination as required by

,......
an
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(3)-The-types and amount-of:general educationrequired; . - - . . . ... .

(4) The title of the educational programs and other components of instruction offered,

' including a description of the level of the courses (e.g., below college level, undergraduate level,

graduate level);
(5} The mode of instruetion, |
| {(6) .. The gmiﬁuation requirements.

(7) Whether the educational program is designed to fit or prepare studenis for employment
in any occupation, If éo, the application shall identify each occupation and job title to which the
institution represents the educational program will imad.

(u) For each educational pr'ogmm that the institution offers or proposes to offer, the
application shall contain a statement that the educational program meets the requirements of

section 71710, as well as the following unless there have been no substantive changes since the

STATEMENT OF [S5UES
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last submission. If there have been no substantive changes made the institution may so state and is
not required fo provide documentation:

(1) A description of the educational program.

(2} A description of the equipment to be used during the educational program.

(3) A description of the number and qualifications of the faculty needed to teach the
educational program,

(4) A projection, and the bases for the projection, of the number of students that the
institution plans to enroll in the educational pfugmm during each of the three years following the
date the application was submitted.

{5) A description of the kaa_rn'ing, skills, and other competencies to be acquired by stu?ients
who complete the edu cational pmgrarﬁ. |

{6) 1f licensure is a goal of an educational program, a copy of the approval from ﬂ;;es
appropriate liccnsing ﬁg&ncy. A copy of the intent to approve conditioned solely upon

institutional approval from the Bureau will also meet this requirement,

- - {7y-Upon request; the institution-shall provide to the Bureau.copies of the curricolumor |

-syllabirequired pursuantio section 71710,

{v) I'the institution offers an educational program, or a portion of it, in a language other

than English, the application shall contain a deseription of all of the following for each

| educstional program or portion thereof unless there have been no substantive changes since the

last submission. If there have been no substantive changes made the institution may so state and is
not required to provide documentation.

(1) The language in which each educational program will be offered.

(2} A statement that the institution ha;?, contracted with sufficient duly qualified faculty who
will teach each language gmu}.:} of sillciehfs.

.(3). The language of the textbooks and other written materials to be used by each langusge
group of students.

{w) (1} The application shall contain a statement that the institution has and can maintain
the financial resources required pursuant to section 71745,

9
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(2) The institution shall submit current, audited financial statements at the time it apphes
for approval to operate, Each set of financial statements shatl comply with Section 74115 of this
chapter.

(x3 The application shall include a statement that the institution has contracted with
sufficient duly qualified faculty members who meet the qualifications of section 71720 unless
there have been no substantive changes since the last submission. 1f there have been no
Su‘ostantive changes made the institution may so state and is not required to provide
documentation,

(y) (1) For each program offered, the application shall contain a deseription of the facilities
and the equipment which is avaﬂa:ble for use by students at the main, branch, and satellite
locations of the institution unless thete have been no substanfive changes since the last
submission. I there have been no substantive chan_ge:s made the institution may so state and is not
required to provide documentation, |

(2) For facilities that are leased or rented, the application shail contain the name and

- address of‘thc*i-c:ssor-_--or——1anc§Iard,—'tegmlier—w-iLhﬂa:eepyfg—f—any—--usarleasarmr_rental.,agr.eements,for_ i}

the-facilities unless_there have been no substantive changes since the last submission, If there

have been no substantive changes made the institution may so state and is not required to provide
documentation. . | |

{(3) The application shall include, in addition to the descripiion of the physical facilities,
building diégrams or camphis maps to assist the Bureau in locating theée facilities, The diagrams
or maps: shall identify the location of classrooms, laboratories, workshops, and libraries unless
there have been no substantive changes since the last submission. If there have beenno
substantive changes made the institution may so state and is not requiré'd to provide |
documentation, |

(4) The description in the application shall include Spediﬁcations of s-ignifidam equipment
that demonstrate that the equipment meets the standardg prescribed by the Code and this chapter
and is sufficient to enable students to achieve the educational objectives of each education

program unless there have been no substantive changes since the last submission. 1f there have

10
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been no substantive changes made the institution may so state and is not required to provide
documentation,

(5) Foreach item of significant equipment, the description in the application shall indicate
whether the equipment is owned, leased, rented, or licensed for short- or long-term, or owned by
another and loaned 1o be used without charge unless there have been no substantive changes since
the last submission, If there have been no substantive changes macde the institution may so state
and is not required to provide documentation,

(6) The é,pplication shall contain a list of all permits, certifications, or other evidence of
inspections or guﬂmrimﬁ ons to operate required by the jurisdict'ions within which the institution
operates that the institution has obtained, and/or an explanation as to why those permits,
certifications, or inspecﬁbns have not yet been obtained unless there have been no substantive
changes since the last submission. If there have been no substantive chaugrss made the institution
may so state and is not requi_red to provide documentation.

(z) The application shall include a deseription of library holdings, services, and other

{|-learning resonrees, including policies and procedures for supplying them to students who do not

receive classroom instruction, The description need not consist of a list of each holding. The

20
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28

description shall include cm explanation of how the library and other learning resources are
sufficient to support the instructional needs of students and, if no facilities exist al the institution,
how and when students may obtain access to a library and other learning resources as required by
the curriculum unless there have been no substami_vc changes since the last submission, If there

| have beer no substantive changes made the institution may so state and is not required to provide
documentation,

(aa) Ifan institution repyescmé 1o the public, in any manner, that it offers job placement
assistance, the application shall inchude a description of the job placement assistance that it
provides unless there have been no substantive changes since the last submission. If there have
heen no substantive changes made the institution may so state and is not required to provide

docurmnentation,

11
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(bb) The application shall include a copy of the institution's catalog, in published or
proposed-to-be-published form. The catalog shall meet the requirements of the Act and of section
71810,

{(cc) The institution shall submit with the application, a copy of the document that is

awarded to a graduvating student upon successful completion of each educational program unless

i there have been no substantive changes since the last submission, If there have been no

substantive changes made the institution may so state and is not required to provide
documentation.

(dd) (_}) The application shal! contain a description of how records required by Article 9 of
the Act or this chiapier are or will ‘ﬁe organized and maintained, the types of documents contained
in student files, how the records are stored, and whether acaderﬁic and financial records are
maintsined in separate files. The ‘description shall include a statement of the institution's
procedures for security and safekeeping of records unless there have been no substantive changes

since the last submission. If there have been no substantive changes made. the institution may so

—state-and-is not required-to-provide-decumentation:

1

(2)-The-description-in-the-appli ca*{io.n-s'ha}l:include_the_name,_-phy-siual_addmﬁs, email- . .
address, and telephone number of the custodian of records, and the physical addresses and
telephone numbers of the offices or buildings where the records will be maintained unless there
have been no substantive changes since the last submission. If there have been no substantive
changes made the institution may so state and is not required to provide documentation,

(ee) The application shall contain a description of the procedures used by the institution to
assure that it {5 maintained and operated in com;ﬁiiaméwit’h the Act and this Division.

u (fﬁ {1) The institution shall include in the application any material facts as defined by
section 71340, which have nol otherwise been disclosed in the application that might reasonably
affect the Bureau's decision to grant an appmvaﬂ {o operate, In this context, a fact would be
"material” if it would change the Bureau's decision concerning the institution's ability to comply

with any applicable provisions of the Act.

12
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(2} The institution may also inclﬁde in the application any other facts which the institution
would like the Bureau to consider in deciding whether to grant an approval to operate.

(3) For the purposes of this section, a fact is "material” if, without its inclusion info the
application, the information contained in the application would be false, misleading, or
incomplete.

(gg) The institution demonstrates its cbrx.tinued capacity to meet the minimum operating
standards by submitting the renewal application signed and dated, and each fact s:iatéd therein and
each attachment thereto declared to be true under penalty of perjury, as follows:

(1) Signatories:

{A) Each owner of the institution, or ,

(B) If the institution is incorporated, the clﬁe:f executive ofﬁcer of the corporation and each
pefson who owns or controls 25 percent or more of the stock or intéreét in the institution, or _

{C) Each inenlber of .thc governing body of a nonprofit corporation.

{2} The declaration shall be in the foilowing form:

1’.5 A

~"Ideclare under penalty-of perjury under-the laws-of-the State of Galifornia-that the

—
[

17
18
19
20
21
2
23
24
25
26
27
28

foregoing and-all attachments-are-true-and correct.

(Date) (Signature)*
(bh) In addition to the fees required by subdivision (d) of this section:
(1) An application for renewal that is received by the Bureau mozye than 30 days after the
expiration of the approval to operate shall be submitted with the 25 percent late payment penalty
fee required by section 94931(a) of, the Cade. |

- (2) Anapplication for renewal that is received by the Bureau more than 90 ciéy&a after the

.expira‘tion of the approval to operate shall be submitted with the 35 percent late payment penalty

fee required by section 94931(b) of the Code, |

(ii) Provided that a.dompiete renewal application is received by the Bureau prior to the
expiration of the approval, a valid approval to operate shall continue until the Bureau has acted
epon the renewal application. A

13
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(i) An approval to operate that has expired may be renewed at any time within 6 months
after its expiration on filing of an application for renewal and, as a condition precedent to
renewal, payment of all acerued and unpaid renewal fees, late payment penalty fees prescribed in
subdivision (e) of this section, and any other fees that would have been due in order to renew
timely. Afler an approval to opetate has expired for more than 6 months, the approval is
automatically cancelled and the institution must submit a complete application pursuant to section
71100, meet all current requirements, and pay all fees that would have been due in order to timely
renew, in order to apply for approval.

(kk) Anincomplete application filed under this section will render the institution ineligible
for renewal. .

10, Title 5, CCR, section 71745 sties:

“(a) The institution shall document that it bas at all times sufficient assets and financial

resources o do all of the following: | -

(1) Provide all of the educational programs that the institution represented it would

_____(2}_-.};~Smmmhm_ail.siudents admitted to its educational programs have a reasonable .

opportunity to complete the programs and obtain their degrees or dipi{:mas.

(3) .an‘tai:n the minimum standards required by the Act and this chapter.

(4) Pay timely refunds as reguired by Article 13 of the Act.

(5) Pay all operating expenses due within 30 days.

(5) Maintain & ratio of current assets to current labilities of 1,25 to 1,00 or greater at the
end of the most recent fiscal year when using gencrally aceepted accounting principles, %)f for an
insii.mtion participating in Title [V of the federal Higher Education Act of 1965, meet the
compcsite' score requirements of the U8, Department of Education. For the purposes of this
section, current assets does n{)t. include: intemgiﬁie aésets, including goodwill, going concern
value, organization expense, startup costs, long-term prepayment of deferred charges, and non-
returnable deposits, or state or federal grant or loan funds that are not the property of the
i -

14

STATEMENT OF ISSUES




vy

o e = e T O O - O %

T . T
B P2 —

20

21
22
23
24
25
26
27
28

institution but are held for future disbursement for the benefit of students. Unearned tuition shall
be accounted for in accordance with general accepted accounting principles.

(b) At an institution's request, the Bureau may consider the financial resources of a parent
company if the parent company, as defined by section 94853 of the Code, meets and maintains all
of the following provisions:

| (1) Consents in writing to be sucd in California;

(2) Consents in writing to be subject to the jurisdiction of the Bureau with respect to the
institution's reg,ﬁlatiun under the Act and this Chapter;

&) Designatcs and mainiaiﬁs an agent for service of process, consistent with section
74190; |

(4) Agrecs in writing to pay any refund, claim, penalty, or judgment that the institution is
obligated to pay; ;md
| (5) Files financial reports, maintains financial records, and consents in writing to permit the
inspection and copying of financial records to.the same extent as is required of the institution,

- (e Aﬂ"inStifklﬁﬁﬂ-slmll—pi’GVidefiﬁ-—thG—BLll‘@ﬁll—i‘.ts—Ih(—)é‘t—ifﬁfﬁl’@ﬂbﬁll&l&(&ia}--St‘at&nlei‘lts_up.OM

—request.”

11, Title 5, CCR, section 741135 states:

(a) This section applies to every set of {inancial statements required to be prepared or filed
by the Act or by this chapter.

(by A set of financial stamments's]ﬁaﬂ contain, at a minimum, a balance sheet, an income
statement, and a cash flow statement, and the preparation of financial statements, shall comply
with all of the following: _ |

(1) Audited and reviewed financial statements shall be conducted and prepared iﬁ
accordance with the generally accepted accounting principles est-ablished by .the American
Institute of Certified Public Accountants by an indepandem certified public accountant who is not
an employee, officer, or corporate director or member of the governing board of the institution,

(2 Financial statements prepaved on an annual basis as required by section 74110(b} shall
be prepared in accordance with the generally accepted accounting principles established by the
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I || American Institute of Certified Public Accountants. Nonprofit institutions shall provide annual
2 || financial statements as required under generally accepted accounting principles for nonprofit
’ 3 || organizations. |
{ 4 (3) The financial statements shall establish that the institution meets the requirements for
§ || financial resources required by Section 71745,
f 6 (4) If an audit performed to determine compliance with any federal or state student
E 7 |t financial aid program reveals any failure to coinply with the requirements of the program and the
[ 8 |l noncompliance creates any liability or potential liability for the institution, the financial
i 9 | statements shall reflect the lHability or potential liability,
‘} 10 (5) Any audits shall demonstrate that the accountant obtained an ﬁnderstanding of the
i1 1| institution's intéma] financial com_rol'ls’;mctum, assessed any risks, and has reported any material
12 || deficiencies in the internal cbntmis;-
13 (c) Work papers for the financial statements shall be retained for five years from the date
14 || ofthe statements and shall be made available to the Bureau upon request,
- 15 0 - {d)-"Current™ with-respeet t0—zt-'i-nemeia—l—-stat@m%m;s-ﬁi@&ns--campl@ted-n@ﬂsom&e:r-thml-l_%()_- -
164l days prios 'm_the_iim@_ii;:_igauhmittmdﬁtn the Bureau, and covering no.less than the most recent
17 || complete fiscal year. 11 more than 8 months will lmve"ciapsed between the close of the most
18 || recent complete fiscal year and the time it is submitted, the fiscal statements shall also cover no
19 || less than five months of that current fiscal year. |
50 FIRST CAUSE FOR DENIAL OF APPLICATION
21 (Failure to Meet Minimum Operating Standards - Financial Resources and Statements)
22 12.  Respondent’s app].ic:aﬁon is subject t{) denial under Education Code section 71745
23 || subdivision (a)(6) in that R_éspondent‘s financial statements demonstrate a ratio of current assets
241l tocurrent iiabélity that is below the required mininum ratio. The circumistances are as follows:
28 13. The institution submitied financial reports that demonstrate a ratio of current assets 1o
26 1 current liabilities of 0.96 to 1,00, The :required‘minimum is 1.25 10 1.00,
27 | |
98 | i
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1 PRAYER

: 2 WHEREFORE, Complainant requests that a hearing be held on the matters herein alleged,
' 3 || and that following the hearing, the Director of the Department of Consumer Affairs issue a
; 4 || decision:
} 5 I Dénying the application of College of Southern California, Aaron Rhee, Owner, for
; 6 || an Application for Renewal of Approval to Operate an Institution Non-Accredited;
7 2. Taking such other and further action as deemed .neéessary and proper.
o) o 3/28/ 17 X))t
’ o / / ' Igﬁi%ichael hl4/avfnn, Jr. |
% Bureau for Private Postsecondary Education
i I Department of Consumer Affairs
5 State of California

12 Complainant

13

141 Lazo18501985

— 15 | (Revised 320719 -
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