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STATE OF NEW YORK

1810
2011- 2012 Regul ar Sessi ons
I N SENATE
January 13, 2011

Introduced by Sens. LAVALLE, BONACIC, LARKIN -- read tw ce and ordered
printed, and when printed to be committed to the Conmttee on Higher
Educati on

AN ACT to amend the education law, in relation to authorizing on-site
i nspections at degree-granting proprietary institutions and establish-
ing an advisory council for degree-granting proprietary institutions;
and to anend the state finance law, 1in relation to creating the
degree-granting proprietary institution supervision account

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The education |aw is anmended by addi ng a new section 6456
to read as foll ows:

S 6456. ON-SITE | NSPECTI ONS AT DEGREE- GRANTI NG PROPRI ETARY | NSTI -
TUTIONS. 1. THE COVM SSI ONER SHALL CONDUCT | NSPECTI ONS AND EXAM NATI ONS
OF DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ONS PURSUANT TO THE PROVI SI ONS
OF THI' S SECTI ON.

2. AS USED IN TH'S SECTION, THE TERM " DEGREE- GRANTI NG PROPRI ETARY
| NSTI TUTI ON' MEANS AN | NSTI TUTI ON THAT HAS BEEN AUTHORI ZED BY THE BOARD
OF REGENTS TO | SSUE A COLLEGE DEGREE | N NEW YORK AND IS OPERATED ON A
FOR PROFI T BASI S.

3. THE COW SSI ONER SHALL EMPLOY A RISK ANALYSIS IN DETERM NING THE
NEED FOR ON-SI TE | NSPECTI ONS AND REVI EWs OF DEGREE- GRANTI NG PROPRI ETARY
| NSTI TUTI ONS. THE RI SK ANALYSI S SHALL ASSESS THE RI SK THAT THE | NSTI TU-
TION 1S OQUT OF COVPLI ANCE W TH LAW AND/ OR OPERATI NG | N AN EDUCATI ONALLY
UNSOUND MANNER THROUGH ANALYSI S OF THE FOLLOW NG DATA: | NFORVATI ON ON
STUDENT COMPLAI NTS, STATE AND FEDERAL AUDI TS OF AN | NSTI TUTI ON' S STUDENT
FI NANCI AL Al D, PERCENTAGE OF STUDENTS | N REMEDI AL/ DEVELOPMENT CLASSES,
CHANGES | N ENRCLLMENT PATTERNS, THE NUMBER OF STUDENTS ENRCLLED AT THE
| NSTI TUTI ON  WHO ARE ABLE TO BENEFI T FROM THE | NSTRUCTI ON OFFERED BY THE
| NSTI TUTI ON, DATA ON PERSI STENCE AND GRADUATI ON RATES, AND ANY OTHER
DATA BEARING ON THE SCHOOL'S PERFORMANCE AS DETERM NED BY THE COWM S-

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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SIONER. | F THE DEPARTMENT DETERM NES THAT A DEGREE- GRANTI NG PROPRI ETARY
I NSTI TUTION REQUIRES A SITE VISIT BASED ON THE RI SK ANALYSI S, ALL COSTS
RELATED TO SUCH VI SIT SHALL BE PAID BY THE I NSTI TUTION, TO THE DEPART-
IVENT. THE COW SSI ONER SHALL ESTABLI SH | N REGULATI ONS A REASONABLE FEE
TO BE CHARGED FOR SUCH A SITE VISIT BASED ON THE COST OF SUCH VISIT TO
THE STATE. THE COWM SS| ONER SHALL PROVI DE THE AFFECTED DEGREE- GRANTI NG
PROPRI ETARY | NSTI TUTI ON REASONABLE PRIOR NOTI CE BEFORE THE ONSITE
VISIT.

4. A |F THE DEPARTMENT DETERM NES THAT MJULTIPLE SITE VISITS ARE
NECESSARY, THE DEPARTMENT SHALL | MPOSE, | N ACCORDANCE W TH REGULATI ONS
OF THE COW SSI ONER, A PROGRESSI VE FEE TO ENSURE THAT | NSTI TUTI ONS THAT
ARE QUT OF COWPLI ANCE WTH THHS CHAPTER OR THE COW SSIONER S REGU-
LATIONS FOR EXTENDED PERI ODS ARE ASSESSED THE ADDI TI ONAL COST TO THE
STATE FOR THE OVERSI GHT OF SUCH | NSTI TUTI ONS.

B. IF THREE SITE VISITS OCCCUR WTH N A THREE-YEAR PERIOCD AND THE
I NSTITUTITON HAS FAILED TO COMVE | NTO SUBSTANTI AL COVPLI ANCE W TH THE
APPLI CABLE PROVI SIONS OF THI S CHAPTER AND THE COWM SSI ONER' S REGULATI ONS
BY THE THHRD SI TE VISIT, THE COW SSI ONER SHALL TAKE APPROPRI ATE ACTI ON
TO DE- REG STER ALL OF THE | NSTI TUTI ON' S REG STERED PROGRAMS THAT ARE OUT
OF COWPLI ANCE W TH LAW OR REGULATI ONS AND MAY, IN H' S DI SCRETI ON, TAKE
ACTI ON TO DE-REG STER ALL OF THE I NSTITUTION S PROGRAMS. [N ADD Tl ON,
WHEN THE COWM SSI ONER BEG NS A PROCESS TO DE- REG STER SUCH PROGRAMS OR
I NSTI TUTI ONS, HE OR SHE SHALL NOTI FY THE PRESI DENT OF THE H GHER EDUCA-
TION SERVICES CORPCRATION IN WRITING OF TH S ACTION AND THE H GHER
EDUCATI ON SERVI CES CORPORATI ON SHALL NO LONGER AUTHORI ZE FINANCIAL AID
TO PAY FOR NEW STUDENTS ADM TTED TO THE | NSTI TUTI ONS.

5. NOTW THSTANDI NG THE PROVI SI ONS OF SUBDI VI SI ONS THREE AND FOUR OF
TH S SECTI ON, THE DEPARTMENT MAY CONDUCT UNANNOUNCED WVISITS OR EMPLOY
STUDENT OPERATI VES TO TEST FOR COWPLI ANCE W TH APPL| CABLE PROVI SI ONS OF
TH S CHAPTER AND THE COWM SSI ONER' S REGULATI ONS. THERE SHALL BE NO FEE
CHARGED FOR SUCH UNANNOUNCED WVISITS UNLESS SUCH UNANNOUNCED VISIT
RESULTS I N FI NDINGS THAT THE [INSTITUTION IS OJI OF COWLIANCE WTH
PREVI QUSLY | DENTI FI ED VI OLATI ONS.

6. A ANY DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ON THAT VI OLATES ANY OF
THE PROVISIONS OF TH S CHAPTER OR THE COWM SSI ONER S REGULATI ONS SHALL
BE LI ABLE FOR A CIVIL PENALTY NOT TO EXCEED ONE THOUSAND DOLLARS FOR
EACH SUCH VI CLATI ON AND AN ADDI TI ONAL PENALTY OF NOI' MORE THAN ONE THOU-
SAND DOLLARS FOR EACH DAY DURI NG WHI CH SUCH VI OLATI ON CONTI NUES AFTER
VRI TTEN NOTI CE BY THE DEPARTMENT TO BE PAI D AFTER AN OPPORTUNITY TO BE
HEARD BY THE DEPARTMENT OR BY A COURT OF COVPETENT JURI SDI CTI ON AND, I N
ADDI TI ON, SUCH I NSTI TUTI ON MAY BY SIMLAR PROCESS BE ENJO NED FROM
CONTI NUI NG SUCH VI OLATI ON OR VI OLATI ONS. | N ADDI TI ON, SUCH VI CLATI ONS OF
THE I NSTI TUTI ON WH CH CONSTI TUTE A CRI ME SHALL RESULT IN A FI NE EQUI V-
ALENT TO ALL MONEY RECEI VED FROM SUCH CRI ME.

B. THE PENALTY PROVI DED FOR I N PARAGRAPH A OF THI S SUBDI VI SI ON MAY BE
RECOVERABLE | N AN ACTI ON BROUGHT BY THE ATTORNEY CGENERAL.

C. ANY FINES COLLECTED FOR VIOLATIONS OF THI S CHAPTER OR THE REGU-
LATI ONS OF THE COWM SSI ONER SHALL BE DEPOSI TED IN THE DEGREE- GRANTI NG
PROPRI ETARY | NSTI TUTI ON  SUPERVI SI ON  ACCOUNT, | N ACCORDANCE W TH THE
PROVI SI ONS OF SECTI ON NI NETY-SEVEN-11 OF THE STATE FI NANCE LAW

7. IN THE EVENT THAT A DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ON OF
H GHER EDUCATION 1S PURCHASED OR I N ANY OTHER WAY OMNERSHI P | S TRANS-
FERRED, SUCH NEW ENTI TY SHALL BE ON A ONE- YEAR PROBATI ONARY PERI OD. THE
DEPARTMENT SHALL, WTH N TH S FIRST YEAR, MAKE AT LEAST ONE ON-SI TE
VISIT, DURING VWH CH THEY SHALL AUDI T FI NANCI AL STATEMENTS AND ALL OTHER
DOCUMENTS AS NECESSARY TO ENSURE THAT THE | NSTI TUTI ON IS MAI NTAI NI NG AND
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IS CAPABLE OF SUSTAI NI NG ALL ACADEM C PROGRAMS AND STANDARDS CONSI STENT
WTH THI S CHAPTER AND THE COW SSI ONER' S REGULATIONS.  THE DEPARTMENT
SHALL ESTABLI SH A FEE FOR SUCH ON-SI TE VI SITS AND ANY SUBSEQUENT VI SI TS,
OR OTHER DEPARTMENTAL ACTIVITY RELATED TO THE OCRIG@ NAL SITE VISIT THAT
I S NECESSARY TO ENSURE THAT SUCH | NSTI TUTI ONS ARE PROVI DI NG ALL EDUCA-
TI ONAL  AND DEVELOPMENTAL SERVI CES AS REQUI RED BY THI S CHAPTER AND THE
COMM SSI ONER' S REGULATI ONS. A FAI LURE TO PAY SUCH FEES SHALL BE GROUNDS
FOR THE COMM SSI ONER TO DE- REA STER SUCH | NSTI TUTI ONS.

8. A AN ADVI SORY COUNCI L FOR DEGREE- GRANTI NG PRCOPRI ETARY | NSTI TUTI ONS
IS HEREBY CREATED FOR THE PURPOSE OF ADVI SI NG THE BOARD OF REGENTS AND
THE COW SSI ONER ON LEG SLATI ON, REGULATI ONS, POLI CY OR PRACTI CES WH CH
THE COUNCI L DETERM NES ARE APPROPRI ATE.

B. THE COUNCIL SHALL BE COWOSED OF ELEVEN MEMBERS APPO NTED BY THE
GOVERNOR, TWDO OF WHOM SHALL BE UPON THE RECOMVENDATI ON OF THE TEMPORARY
PRESI DENT OF THE SENATE, TWO OF WHOM SHALL BE UPON THE RECOMVENDATI ON OF
THE SPEAKER OF THE ASSEMBLY, ONE OF WHOM SHALL BE UPON THE RECOMVENDA-
TION OF THE M NORI TY LEADER OF THE SENATE AND ONE OF WHOM SHALL BE UPON
THE RECOMVENDATION OF THE M NORITY LEADER OF THE ASSEMBLY. VEMBERS
SHALL SERVE AT THE PLEASURE OF THE GOVERNOR AND VACANCIES IN OFFICE
SHALL BE FILLED IN THE SAVE MANNER AS THE ORI G NAL APPQO NTMENT.

C. OF THE FI VE REMAI NI NG MEMBERS, ONE SHALL BE AN OMNER OR DI RECTOR OF
A SCHOOL REGULATED PURSUANT TO THI S ARTI CLE, ONE SHALL BE A CURRENTLY
ENRCLLED STUDENT AT THE TI ME OF APPO NTMENT OR A CGRADUATE OF SUCH A
SCHOCL WHO GRADUATED W THI N THREE YEARS OF APPO NTMENT AND ONE SHALL BE
A STUDENT ADVOCATE. THE GOVERNOR SHALL DES|I GNATE A CHAI RPERSON FROM SUCH
MEMBERS. THE COWM SSIONER, THE PRESIDENT OF THE H GHER EDUCATI ON
SERVI CES CORPORATION, THE CHAIR OF THE CONSUMER PROTECTI ON BOARD, THE
COVPTROLLER, AND THE DI RECTOR OF THE DI VI SION OF THE BUDGET, OR THEIR
DESI GNEES, SHALL SERVE AS EX- OFFI CI O, NON- VOTI NG MEMBERS OF THE COUNCI L.

D. THE COUNCIL SHALL MEET NO LESS THAN FOUR TI MES A YEAR MEMBERS OF
THE COUNCI L SHALL RECEI VE NO COVMPENSATI ON FOR THEI R SERVI CES BUT SHALL
BE REI MBURSED FOR REASONABLE EXPENSES ACTUALLY AND NECESSARI LY | NCURRED
BY THEM I N THE PERFORMANCE OF THEI R DUTI ES.

9. THE COWM SSI ONER SHALL BE AUTHORI ZED TO PROMULGATE ANY REGULATI ONS
NECESSARY TO | MPLEMENT THE PROVI SIONS OF THI S SECTI ON.

S 2. The state finance |law is anended by adding a new section 97-ii to
read as foll ows:
S 97-11. DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ON SUPERVI SI ON ACCOUNT.

1. THERE | S HEREBY ESTABLI SHED IN THE JO NT CUSTODY OF THE STATE COWP-
TROLLER AND THE COWM SSI ONER OF TAXATI ON AND FI NANCE AN ACCOUNT OF THE
M SCELLANEOUS SPECI AL REVENUE FUND TO BE KNOAWN AS THE DEGREE- GRANTI NG
PROPRI ETARY | NSTI TUTI ON SUPERVI SI ON ACCOUNT.

2. NOTW THSTANDI NG ANY OTHER LAW RULE OR REGULATI ONS TO THE CONTRARY,
THE STATE COWTROLLER |I'S HEREBY AUTHORI ZED AND DI RECTED TO RECEI VE FOR
DEPOSI T TO THE CREDIT OF THE DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ON
SUPERVI SI ON ACCOUNT ANY ASSESSMENTS OR FEES RECEI VED PURSUANT TO SECTI ON
SI XTY- FOUR HUNDRED FIFTY-SI X OF THE EDUCATI ON LAW AND ALL OTHER MONEYS
CREDI TED OR TRANSFERRED TO SUCH ACCOUNT FROM ANY OTHER FUND OR SOURCE
PURSUANT TO LAW

3. MONIES OF THE ACCOUNT, FOLLOW NG APPROPRI ATI ON BY THE LEG SLATURE,
SHALL BE AVAI LABLE TO THE EDUCATI ON DEPARTMENT AND MAY BE EXPENDED FOR
SERVICES AND EXPENSES |INCURRED |IN SUPERVISING AND REGULATI NG
DEGREE- GRANTI NG PROPRI ETARY | NSTI TUTI ONS. MONIES SHALL BE PAID QUT OF
SUCH ACCOUNT ON THE AUDI T AND WARRANT OF THE STATE COWPTROLLER

S 3. This act shall take effect immediately.



