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S-3885.1

SENATE BI LL 6512

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on
By Senators Bauer, Horn, Kohl-Wlles and Sheahan

Read first tine . Referred to Commttee on

AN ACT Relating to the tuition recovery trust fund; and anmendi ng
RCW 28C. 10. 084.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW28C. 10.084 and 1999 c 321 s 3 are each anended to read
as follows:

(1) The agency shall establish, maintain, and adm nister a tuition
recovery trust fund. Al funds collected for the tuition recovery
trust fund are payable to the state for the benefit and protection of
any student or enrollee of a private vocational school |icensed under
this chapter, or, in the case of a mnor, his or her parents or
guardi an, for purposes including but not limted to the settlenment of
clainms related to school closures under subsection (10) of this section
and the settlenent of clainms under RCW 28C. 10. 120. The fund shall be
liable for settlenment of clains and costs of adm nistration but shal
not be liable to pay out or recover penalties assessed under RCW
28C. 10. 130 or 28C. 10. 140. No liability accrues to the state of
Washi ngton from cl ai nr8 nmade agai nst the fund.

(2) By June 30, 1998, a m ni num operating bal ance of one mllion
dollars shall be achieved in the fund and maintained thereafter. |If
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di sbursenents reduce the operating bal ance bel ow two hundred t housand
dollars at any tine before June 30, 1998, or below one mllion dollars
thereafter, each participating ((enti+ty)) owner shall be assessed a pro
rata share of the deficiency created, based upon the increnental scale
created under subsection (6) of this section for each private
vocational school. The agency shall adopt schedules of tines and
anounts for effecting paynents of assessnent.

(3) In order for a private vocational school to be and renmain
i censed under this chapter each ((ent+ty)) owner shall, in addition to
ot her requirenents under this chapter, nake cash deposits on behal f of
the school into a tuition recovery trust fund as a neans to assure
paynment of clainms brought under this chapter.

(4) The anount of liability that can be satisfied by this fund on

behal f of each ((+ndividual—entity)) private vocational school |icensed
under this chapter shall be ((establshedbythe—agenrey—based—-on—-an
Haerenrental—secalethatrecognizes—the—average)) the anount of unearned
prepaid tuition in possession of the ((eptity—Hewevers—the—mnaArum
armeunt—of—H-abi-Htyfer—any—entityshal—not betessthanfivethousand
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elatnws)) owner.

(5 The fund’'s liability wth respect to each participating
((ent+ty)) private vocational school commences on the date of ((+ts))
the owner’s initial deposit into the fund and ceases one year fromthe
date ((+t)) the school is no longer licensed under this chapter

(6) The agency shall adopt by rule a matrix for calculating the
deposits into the fund ((reguired—of—each—ent+ty)) on behalf of each
vocational school. Proration shall be determned by factoring the
((ept+ty-s)) school’s share of liability in proportion to the
aggregated liability of all participants under the fund by grouping
such prorations under the increnental scale created by subsection (4)

of this section. Expressed as a percentage of the total liability,
that figure determ nes the amount to be contributed when factored into
a fund containing one mllion dollars. The total anpunt of its

prorated share, m nus the anount paid for initial capitalization, shal

be payable in up to twenty increnents over a ten-year period,
commencing with the sixth nonth after the ((enti+ty)) owner nekes its
initial capitalization deposit on behalf of the school. Additionally,
the agency shall require deposits for initial capitalization, under
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whi ch the anount each ((enrti+ty)) owner deposits is proportionate to
((++s)) the school’s share of two hundred thousand dol |l ars, enpl oying
the matrix developed under this subsection. The anount thus
establ i shed shall be deposited by each applicant for initial Iicensing
before the issuance of such |icense.

(7) No vested right or interests in deposited funds is created or
inplied for the depositor, either at any tine during the operation of
the fund or at any such future tinme that the fund may be dissol ved.
Al'l funds deposited are payable to the state for the purposes descri bed
under this section. The agency shall mintain the fund, serve
appropriate notices to affected ((entiti+es)) owners when schedul ed
deposits are due, collect deposits, and make disbursenents to settle
claims against the fund. When the aggregated deposits total five
mllion dollars and the history of disbursenents justifies such
nodi fications, the agency may at its own option reduce the schedul e of
deposits whether as to time, anmount, or both and the agency may al so
entertain proposals fromanong the |icensees with regard to di sbursing
surplus funds for such purposes as vocational schol arshi ps.

(8) Based on annual financial data supplied by the ((entity))
owner, the agency shall determ ne whether the increnment assigned to
that ((ent+ty)) private vocational school on the increnmental scale
est abl i shed under subsection (6) of this section has changed. [|f an
i ncrease or decrease in gross annual tuition incone has occurred, a
correspondi ng change in ((+ts)) the school’s increnental position and
contribution schedule shall be nade before the date of ((+ts)) the
owner’'s next schedul ed deposit into the fund. Such adjustnents shal
only be cal cul ated and applied annually.

(9) ((Ne—-depostts—rade—into—the—fund—by—an—entity—are
transferable-)) |If the majority ownership interest in ((anr—entity)) a
private vocational school is conveyed through sale or other neans into
different ownership, all contributions made to the date of transfer
((aeerue—to)) remain in the fund. The new owner ((eerrences

repber-)) shall continue to nmake contributions to the fund until the
original ten-year cycle is conpleted. All tuition recovery trust fund
contributions shall remain wth the ((entity)) private vocational
school transferred, and no additional cash deposits may be required
beyond the original ten-year contribution cycle.
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(10) To settle clainms adjudi cated under RCW 28C. 10. 120 and cl ai ns
resulting when a private vocational school ceases to provide
educati onal services, the agency may nmake di sbursenents fromthe fund.
Students enrolled under a training contract executed between a school
and a public or private agency or business are not eligible to nake a
cl ai m agai nst the fund. In addition to the processes described for
maki ng reinbursenents related to clains under RCW 28C. 10.120, the
followng procedures are established to deal wth reinbursenents
related to school closures:

(a) The agency shall attenpt to notify all potential clainmants.
The unavailability of records and other circunstances surrounding a
school closure may make it inpossible or unreasonable for the agency to
ascertain the nanes and whereabouts of each potential claimnt but the
agency shall nmake reasonable inquiries to secure that information from

all likely sources. The agency shall then proceed to settle the clains
on the basis of information in its possession. The agency is not
responsible or liable for claims or for handling clainms that may

subsequent |y appear or be discovered.

(b) Thirty days after identified potential claimnts have been
notified, if a claimant refuses or neglects to file a «claim
verification as requested in such notice, the agency shall be relieved
of further duty or action on behalf of the claimant under this chapter.

(c) After verification and review, the agency may disburse funds
from the tuition recovery trust fund to settle or conpromse the
cl ai ns. However, the liability of the fund for clains against the
closed ((ent+ty)) school shall not exceed the ((drum—anrount—of
iabiti . I I . I I . 5 : hi
seeti+on)) anount of unearned prepaid tuition in the possession of the
owner .

(d) I'n the instance of clains against a closed school, the agency
shall seek to recover such disbursed funds from the assets of the
defaulted ((ent+ty)) owner, including but not limted to asserting
clains as a creditor in bankruptcy proceedings.

(11) When funds are disbursed to settle clains against a ((eur+rent
H-ecensee)) licensed private vocational school, the agency shall nmake
demand upon the ((H-eensee)) owner for recovery. The agency shall
adopt schedules of tinmes and amounts for effecting recoveries. An
((ept+ty-s)) owner’s failure to perform subjects ((+ts)) the school’s

SB 6512 p. 4



D 01 A~ W DN PP

| icense to suspension or revocati on under RCW28C. 10. 050 in addition to
any ot her avail abl e renedi es.

(12) For purposes of this section, "owner" includes, but is not
l[imted to, a person, conpany, firm society, association, partnership,

corporation, or trust having a controlling ownership interest in a

private vocational school

~-- END ---
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