e/

{_ Notices of Proposed Rulemaking

_—

Arizona Administrative REGISTER

NOTICES OF PROPOSED RULEMAKING

This section of the Arizona Administrative Register
contains Notices of Proposed Rulemakings.

A proposed rulemaking is filed by an agency upon
completion and submittal of a Notice of Rulemaking
Docket Opening. Often these two documents are filed at
the same time and published in the same Register issue.

When an agency files a Notice of Proposed
Rulemaking under the Administrative Procedure Act
(APA), the notice is published in the Register within three
weeks of filing. See the publication schedule in the back of
each issue of the Register for more information.

Under the APA, an agency must allow at least 30 days to
elapse after the publication of the Notice of Proposed
Rulemaking in the Register before beginning any
proceedings for making, amending, or repealing any rule.
(A.R.S. §§ 41-1013 and 41-1022)

The Office of the Secretary of State is the filing office and
publisher of these rules. Questions about the interpretation
of the proposed rules should be addressed to the agency
that promulgated the rules. Refer to item #4 below to contact
the person charged with the rulemaking and item #10 for the
close of record and information related to public hearings
and oral comments.

NOTICE OF PROPOSED RULEMAKING

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 39. BOARD FOR PRIVATE POSTSECONDARY EDUCATION

[R15-179]
PREAMBLE
1. Articles. Parts. and Sections Affected (as applicable) Rulemaking Action
R4-39-101 Amend
R4-39-102 Amend
R4-39-103 Amend
R4-39-104 Amend
R4-39-105 Amend
R4-39-106 Amend
R4-39-107 Amend
R4-39-108 Amend
R4-39-109 Amend
R4-39-201 Amend
R4-39-301 Amend
R4-39-302 Amend
R4-39-303 Amend
R4-39-304 Amend
R4-39-305 Amend
R4-39-306 Amend
R4-39-307 Amend
R4-39-308 Amend
R4-39-401 Amend
R4-39-402 Amend
R4-39-403 Amend
R4-39-404 Amend
R4-39-405 Repeal
R4-39-406 Amend
R4-39-407 New Section
R4-39-408 New Section
Article 5 Amend
R4-39-501 Amend
R4-39-502 Amend
R4-39-503 Amend
R4-39-504 New Section
R4-39-601 Amend
R4-39-602 Amend
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R4-39-603 Amend
Citations to the agency's statutory rulemaking authority to include the authorizing statute (general) and the

implementing statute (specific):
Authorizing statute: A.R.S. §§ 32-3003(A)(3) and 32-3073(A)(6)
Implementing statute: A.R.S. §§ 32-3003(A)(5), (7), and (8), 32-3021, 32-3022, 32-3023, 32-3025, 32-3027, 32-
3052, 32-3073

Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain to the record of

the proposed rule:
Notice of Rulemaking Docket Opening: 21 A.A.R. 2983, November 27, 2015

The agency's contact person who can answer questions about the rulemaking:
Name: Teri Stanfill, Executive Director

Address: 1400 W. Washington St., Room 260
Phoenix, AZ 85007

Telephone: (602) 542-5709

Fax: (602) 542-1253
E-mail: teri.stanfill@azppse.az.gov
Web site:  ~ www.ppse.az.gov

An agency's justification and reason why a rule should be made., amended. repealed, or renumbered, to include
an explanation about the rulemaking:

In a five-year-review report approved by Council on September 13, 2011, the Board indicated it planned to amend
all of its rules to ensure they are consistent with statute and agency and industry practice. The language of the rules
also needed to be updated. The rulemaking completes the planned course of action.

An exemption from Executive Order 2015-01 was provided for this rulemaking by Ted Vogt, Chief of Operations in
the Governor’s office, in an e-mail dated February 6, 2015.

A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not to rely
on _in its evaluation of or justification for the rule, where the public may obtain or review each study. all data

underlying each study, and any analysis of each study and other supporting material:
The Board does not intend to review or rely on any study in its evaluation of or justification for the rules in this

rulemaking.

A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will
diminish a previous grant of authority of a political subdivision of this state:

Not applicable

The preliminary summary of the economic, small business, and consumer impact:
The Board believes the rulemaking will have minimal effect on applicants, licensees, and students. The primary

goal of the rulemaking was to make the rules more clear and understandable and consistent with Board practice. To
this end, the Board clarified that it is a private postsecondary educational institution that is licensed to operate. A
licensed institution is authorized to offer programs. The rulemaking also clarifies the differences among a regular,
conditional, and provisional license.

The following changes are the source of the minimal economic impact of the rulemaking:

* The overall time frame for the Board to act on an application for license renewal is reduced;

* A provision is added that the Board will close an application file if the application remains administratively
incomplete after the applicant responds to a second notice of deficiency;

* Several grounds for denying or not renewing a license are added;

» Some additional actions require that a licensee provide notice to the Board;

* Consequences of allowing a license to expire are clarified;

« Amount of liability insurance is reduced for small institutions;

* Requirements for a year-end financial statement are reduced for small institutions;

* Requirements regarding preservation of student records when an institution ceases to operate are strengthened;
* Clarified that the Board will accept complaints from non-students;

* Section regarding transfer of credit is added; and

* Section regarding assessing costs the Board incurs in the process of determining that a person violated statute or
rule is added.

The agency's contact person who can answer questions about the economic, small business. and consumer impact
statement:

Name: Teri Stanfill, Executive Director
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Address: 1400 W. Washington St., Room 260

Phoenix, AZ 85007
Telephone: (602) 542-5709
Fax: (602) 542-1253
E-mail: teri.stanfill@azppse.az.gov
Web site:  ~ www.ppse.az.gov

10. The time, place, and nature of the proceedings to make, amend, repeal, or renumber the rule, or if no proceeding

is scheduled. where, when., and how persons may request an oral proceeding on the proposed rule:

12. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and its location in the rules:

An oral proceeding regarding the proposed rules will be held as follows:
Date: Thursday, January 28, 2016
Time: 10:00 a.m.

Location: 1400 W. Washington St., Room Bl
Phoenix, AZ 85007

11. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule

or _class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall

respond to the following questions:

[

=

I

There are no other matters prescribed by statute regarding this rulemaking. However, in the exemption from Execu-
tive Order 2015-01 provided for this rulemaking by Ted Vogt, Chief of Operations in the Governor’s office, in an e-
mail dated February 6, 2015, the Board was instructed to consult with the Governor’s office, through Dawn Wal-
lace, on an ongoing basis throughout the rulemaking process. The Board did as instructed.
Whether the rule requires a permit. whether a general permit is used and if not, the reasons why a general
permit is not used:
The licenses described in R4-39-102 are general permits consistent with A.R.S. § 41-1037 because they are
issued to qualified individuals or entities to conduct activities that are substantially similar in nature.

Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than federal
law and if so, citation to the statutory authority to exceed the requirements of federal law:

The rules are not more stringent than federal law. There are numerous federal laws that apply to the operation
of colleges and universities including private postsecondary educational institutions. In particular, a private
postsecondary educational institution is required under 34 CFR §§ 600.4(a)(3), 600.5(a)(4), and 600.6(a)(3) to
be “legally authorized to provide an educational program beyond secondary education in the State in which the
institution is physically located.” 34 CFR § 600.9 provides the requirements for state authorization. The Board
is part of that requirement. The entities licensed by the Board must comply with all the federal laws. However,
although the Board is necessary to provide state authorization for private postsecondary educational institu-
tions, there is no federal law directly applicable to the Board.

Whether a person submitted an analysis to the agency that compares the rule's impact of the competitiveness

of business in this state to the impact on business in other states:
No analysis was submitted.

No material is incorporated by reference.

13. The full text of the rules follows:

Section

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 39. BOARD FOR PRIVATE POSTSECONDARY EDUCATION

ARTICLE 1. DEFINITIONS, LICENSURE, REPORTING

R4-39-101. Definitions
R4-39-102. Licensure-and Licensure Procedures Licenses Issued and Licensing Time Frames
R4-39-103. Requirements for a Regular License to Operate a Private Accredited Vocational Iastitatien or a—Private

Aeeredited Degree-granting Institution in Arizona

R4-39-104.  Requirements for a Conditional License to Operate a New Private Non-accredited Vocational Institution in
Arizona

R4-39-105.  Requirements for a Regular License to Continue to Operate a Private Non-accredited Vocational Institution
in Arizona

R4-39-106. Requirements for a Conditional License to Operate a New Private Non-accredited Degree-granting Institu-

tion in Arizona

R4-39-107.  Requirements for a Provisional License to Continue to Operate a Private Non-accredited Degree-granting
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Institution in Arizona

R4-39-108. Surety Bond, Cash Deposit, or Equivalent-Seeurity Requirements Letter of Credit; Insurance Reguirements;

Financial Statement Requirements; and Finance Committee

R4-39-109. Supplemental License Applications
R4-39-110. Change of Ownership or Control
R4-39-111. Honorary Degrees

Section

ARTICLE 2. FEES

R4-39-201.  Fees

Section

ARTICLE 3. OPERATION OF PRIVATE NON-ACCREDITED INSTITUTIONS

R4-39-301. Catalog

R4-39-302.  Facilities and Equipment
R4-39-303.  Staff

R4-39-304. Advertising

R4-39-305.  Recruitment

R4-39-306.  Admission Requirements
R4-39-307. Placement

R4-39-308.  Tuition, Pricing, Refund Policies

Section

ARTICLE 4. OPERATION OF ALL LICENSED INSTITUTIONS

R4-39-401. Student Records

R4-39-402. Preservation of Records

R4-39-403.  Student Complaint Procedures

R4-39-404.  Tuition Refund Policy

R4-39-405.  Studentleans-andFinanetal-Add Repealed

R4-39-406.  Clesure-ofanlnstitution-or-Cessation-of Closing a Licensee; Ceasing to Offer a Program; Teach-out Plan
R4-39-407. Use of Terms

R4-39-408. Transfer of Credit

Section

ARTICLE 5. INVESTIGATIONS; ANB HEARING PROCEDURES; AND ASSESSING COSTS

R4-39-501.  Investigations

R4-39-502.  Hearings

R4-39-503.  Rehearing or Review of Board’s Decision
R4-39-504.  Assessing Costs

Section

ARTICLE 6. STUDENT TUITION RECOVERY FUND

R4-39-601. Submission of Assessments
R4-39-602. Claims
R4-39-603. Student Records

ARTICLE 1. DEFINITIONS, LICENSURE, REPORTING

R4-39-101.  Definitions
In addition to the definitions in A.R.S. §§ 32-3001 and 32-3071, the following definitions apply in this Chapter unless the
context otherwise requires:

1. “Accreditation” has the same meaning as “accredited” in A.R.S. § 32-3001.

2. “Applicant” means a private postsecondary educational institution on whose behalf an application is submitted to
the Board for a hcense to operate the 1nst1tut10n and offer vocational programs or grant degrees.

3. “Condltlonal hcense means a non- renewable one-year llcense 1ssued by the Board to a rew private non-accredited
vocational institatien or a-new-privatenon-aceredited degree-granting institution.

4. “Day.” means a calendar day unless specified otherwise.

5. “DE” means the United States Department of Education.

6. “GTR” means gross tuition revenue.

7. “Licensee” means a private postsecondary educational institution that is licensed by the Board and offers vocational
programs or grants degrees.

8. “Management capability,” as used in A.R.S. § 32-3051(10). means continuous coordination of all federal, state, and
accreditation requirements, as applicable, in a manner that provides an educationally enriching environment that
benefits students.

9. “Misrepresent” means to give a false or misleading representation with the intent to deceive or be unfair.
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10. “Operate” has the meaning specified in § 32-3001 and includes the concept of “physical presence” as defined by the
National Council for State Authorization Reciprocity Agreements Policies and Standards, dated August 19, 2014.

6-11. “Provisional license” means a renewable one-year license issued by the Board to a private non-accredited degree-
granting institution.

712. “Regular license” means a renewable one-year license issued by the Board to a:

private Private accredited vocational institution, a-private

b. Private accredited degree-granting institution, or a-private

Private non-accredited vocational institution.

8-13. “Signature” means:
a. A handwritten or stamped representation of an individual’s name or a symbol intended to represent an individ-

ual’s name, or

b. An “electronic signature” as defined in A.R.S. § 44-7002.

9:14.“Signing” means the act of providing a signature.

10:15. “Staff” means an individual employed by or representing a private vocational institution or private degree-grant-
ing institution.

H- 16.“Student fees” means charges incurred by a student or a funding source on behalf of the student for registration,
adrmss1on tuition ﬁnancmg, oF loans or charges for books laboratory fees, or other education-related costs

[&

|©

17. “Teach-out means the process by whlch a private postsecondary educatlonal institution fulfills its educational and

contractual obligations to currently enrolled students before voluntarily closing a program the institution offers or
before closing the institution.

18. “Tuition” means a fee paid for instruction at a college or university or a private school.

R4-39- 102 Lieeﬂs&re-aﬁd—lﬂeeﬂsrﬁe—l’-reeed-ures Licenses Issued and Llcensmg Tlme Frame

grams: A hcense from the Board 1ssued toa r)rlvate degree- ,qrantmg 1nst1tut10n authorlzes the 1nst1tut10n to or)erate and
grant degrees

A hcense from the Board issued to a private Vocatlonal 1nst1tut10n authorlzes the
institution to operate and offer a vocatronal program.
If a private degree-granting or private vocational institution is accredited, the Board shall issue a regular license to the
institution if the institution meets the standards in R4-39-103.
If a private degree-granting or private vocational institution is non-accredited, the Board shall issue a conditional license
to the institution if the institution meets the standards in R4-39-104 or R4-39-106, as applicable. The institution may
operate under a conditional license for only one year.
1. At the end of one year, the conditional license of a non-accredited, private, vocational institution becomes, upon
approval, a regular license if the institution meets the standards in R4-39-105.
2. At the end of one year, the conditional license of a non-accredited, private, degree-granting institution becomes.
upon approval, a provisional license if the institution meets the standards in R4-39-107.
A non-accredited, private, degree-granting institution may continue to operate with a provisional license if the institu-
tion continues to meet the standards in R4-39-107.

&:F.Lieenses All licenses issued by the Board are effective for ad2-menth-peried 12 months from the date of issuance. To

continue to operate a private vocational institution or private degree-granting institution, a licensee shall annually renew
the llcense under R4-39- 105 or R4 39 107, as am)hcable
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¥G.For the purpose of A R. S § 41-1073, the Board estabhshes the followrng l1cens1ng trme-ﬁeames time frames:

1. For an-eriginal a conditional or eﬂgmal regular license application to operate a vocational pregrams institution or
an-original a regular license application to operate degree-programs-orgrant degrees a degree-granting institution:
a. Administrative completeness review time-frame time frame: 99 135 days;
b. Substantive review time-frame time frame: 90 45 days;
c. Overall ime-frame time frame: 180 days.

2. For a conditional or provisional license application to operate-degree-programs-or-grant-degrees a degree-granting
institution:
a. Administrative completeness review time-frame time frame: 99 150 days;
b. Substantive review time-frame time frame: 450 90 days;
c. Overall time-frame time frame: 240 days.

3. For a regular license renewal application to continue to operate a vocational pregrams; degree-programs; or grant

degrees degree-granting institution or for a supplemental license application:
a. Administrative completeness review time-frame time frame: 45 60 days;

b. Substantive review time-frame time frame: 90 45 days;
c. Overall &me—frame time frame -1—35 105 days
&:H.Within ay & g

shall ﬁnlsh an admlnlstratrve completeness review.
1. If the application is complete, the Board shall notify the applicant that the application is complete and that the
administrative completeness review is finished. The substantive review will begin on the date the notice is served.

2. If the application is incomplete, the Board shall ﬂetrfy send the applicant that-the-applicationisincompleteand

speeify a notice that specifies what information is missing and what other deficiencies are-found in the application.

The administrative completeness review time-frame time frame is suspended from the date the notice is served until

the applicant provides the Board with a—revised-applicationeentaining-all the missing information and eerreeting

corrects all deficiencies.

a. An applicant with an incomplete application shall submit a—reﬂsed—appl-re&t}eﬂ the missing information and
correct the deficiencies within 60 days efreeeipt-of after receiving the notice.

b. If the applicant cannot submit-a—revised-applieatton—within comply with the 60-day days-efreceipt-ofnotice
deadline in subsection (H)(2)(a), the applicant may request an extension of no more than 30 days by submitting
a written request to the Board;-deeumenting that documents the reasons the applicant is unable to meet the 60-
day deadline;te-the Beard and is postmarked or delivered with-60-days-ofreceipt-ofnetice before the deadline
specified in subsection (H)(2)(a).

c. The Board shall grant the request for an extension of the 60-day deadline if the Board determines that the

extension efthe-60-day-deadlne will enable the applicant to submit a-revised-application-containing all miss-

ing information and eerreeting correct all deficiencies. The Board shall grant only one extension of the 60-day
deadline specified in subsection (H)(2)(a).

If the applicant responds to the notice provided under subsection (H)(2) by providing some of the missing
information and correcting some of deficiencies but the Board determines the application is still incomplete,

the Board shall send the applicant a second notice that specifies what information is missing and other defi-
ciencies found in the application and provide the applicant with 60 days in which to complete the application.

The Board shall not grant an extension of the 60-day deadline provided with a second deficiency notice.

If the applicant fails to submit all missing information or correct all deficiencies within the 60-day deadline
provided under subsection (H)(2)(d). the Board shall close the application. An applicant whose application is
closed and later wrshes to be hcensed shall submlt anew annllcatlon and pay the fee requlred under R4 39- 201

|~

|®

fr&me When the Board receives the missing 1nformat10n and the deﬁcrenc1es are corrected the Board shall
notify the applicant that the administrative completeness review is finished. The substantive review will begin
on the date the notice is served.

H:L. Within 99
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the t1me snecrﬁed in subsectlon ( G) the Board shall omplete a substantrve review of
applrcatlon Wthh may 1nclude at on51te Verlﬁcatlon—aﬂel feﬁder—a—deersreﬂ

H"Tl":r

3-1. If the Board finds deficiencies during the substantive review of the application, the Board shall issue a comprehen-
sive written request;speetfying-the for additional deeumentation-te-be-submitted information and the deadline for
submissien submitting the additional information. The time-frame time frame for substantive review of an applica-
tion is suspended from the date the comprehensive written request for additional deeumentatien information is
served until the date-that-all- decumentation information is received.

2. When the applicant and Board agree in writing, the Board may make supplemental requests for information.

4-3. When the applicant and the Board mutaally agree in writing, the Board shall grant extensions of the substantive
review time-frame time frame totaling no more than 30 days.

5:4. If the requested-documentationisnet-submitted applicant fails to submit the additional information by the deadline
date, the Board shall close the application. An applicant whose application has-been is closed and who later wishes
to seektieensure be licensed, shall applyanew submit a new application.

At the end of the substantive review, the Board shall decide whether to grant a license to the applicant.

1. If the Board finds that the applicant meets all requirements defined in statute and rule, the Board shall grant a

license.
2. Ifthe Board finds that the applicant fails to meet all requirements defined in statute and rule, the Board shall deny a
license.

3. Ifthe Board denies a license, the Board shall send the applicant a notice of denial that specifies why a license was
denied and describes the applicant’s right to request a hearing regarding the denial.

R4-39-103.  Requirements for a Regular License to Operate a Private Accredited Vocational Institution or a—Pri-

vateAeeredited Degree-granting Institution in Arizona

A person shall not operate a private accredited vocational institution or a-private-aceredited degree-granting institution

without a regular license granted by the Board.

The Except as specified in subsection (B)(6), the Board shall not grant aregularlieense or renewal-ef renew a regular

license te-an-appheant if:

1. Within 10 years before the-date-of filing an the application packet required in subsection (D) or since the start date
of the current licensure period, an individual with at least 20 percent ermere ownership in the applicant institation

or an officer or employee who controls, manages, or represents the applicant in this state has been convicted in this

state or any etherstate-er jurisdiction of a-feleny-er any crime, regardless of whether the crime is a misdemeanor or
felony, that a reasonable person would consrder relevant fel-ated to the legal and ethical operation of an educational
institution; b H o vacated;

2. Within 10 years before the—date—ef ﬁlrng an the apphcatlon packet requlred in subsectlon (D) or since the start date
of the current licensure period, a person with at least 20 percent ermere ownership in the applicant nstitutien or an

officer or employee who controls, manages, or represents the applicant in this state has had a license to operate a

voeational pregram; vocational institation;-degree-pregram; or degree-granting institution revoked in this state or i
any ether-state-of jurisdiction; e¥

3. The applicant provides false or misleading information on or with an the application packet required by this Sec-

tions; or

4. The applicant was previously licensed by the Board and ceased operation without complying with R4-39-402 and
R4-39-406;

5. The applicant ceased to operate or offer a program and as a result:

a. The Board was obligated to make a payment from the Student Tuition Recovery Fund established under A.R.S.
§ 32-3072, ot
b. The DE or a private entity forgave loans, in whole or in part, to affected students; and
6. If the conviction described in subsection (B)(1) was discharged. expunged, set aside. or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.
The Board shall grant or renew a regular license errenewal-ef-aregalarlicenseto-an-applieant only if:
1. The applicant provides the information required in subsection (D); and
2. The information provided under subsection (D) demonstrates:
a. For a regular license to operate a private accredited vocational institution, compliance with A.R.S. § 32-

3021(B)th-through<9);
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b. For a regular license to operate a private accredited degree-granting institution, compliance with A.R.S. § 32-
3022(B);
c. The ability to provide educational services as represented to the public;
d. [Institutional accreditation or accreditation of each program to be eperated offered; and
e. Compliance with all accreditation standards established by each accrediting agency that accredits the appli-
cant’s programs or the institution through which the programs are operated.
D. An applicant for & an initial regular license shall submit to the Board an application packet inelading that includes:
1. The filing fee required under R4-39-201;
2. The information and documentation required in R4-39-104(D)(2),_if required, and (D)(3) through (B}63+BX}S)
through-(B)(15)-and (D)(17);
3. The name of each accrediting agency that accredits the applicant or the applicant’s programs er-the—institation

4. For each accrediting agency named in subsectlon (D)(3), documentation from the accrediting agency that confirms
the current accreditation status of the applicant or the applicant’s programs er-the-institation;

5. Attestation by the individual signing the application that the applicant complies and will continue to comply with

all accredrtatlon standards establlshed by each accredrtrng agency named in subsectlon (D)(3)

the appllcant s most recent DE program part1c1pat10n agreement and ﬁnancral ald audlt, if apphcabl
7. For each federal student financial aid program named in the agreement in subsection (D)(6), documentation from

the United-States Department-ef Edueation DE demonstrating participation in the federal student financial aid pro-
gram and showing the applicant’s student default rate for the last three years, if applicable;

8. Attestation by the individual signing the application that the applicant complies and will continue to comply with
all YUnited-States Department-of Edueation DE requirements governing federal student financial aid programs
named in the agreement in subsection (D)(6);
9. A copy of the applicant’s current catalog and enrollment agreement that meets the accreditation standards estab-
lished by each accrediting agency named in subsection (D)(3); and
10. A surety bond, cash deposit, or equivalent security if required under A.R.S. § 32-3023 and R4-39-108.
E. No later than 60 ealendar days before the-expiration-date-of a licensee’s eurrent regular license expires, an-appleant the

licensee forannualrenewal-of aregularlicense shall submit to the Board asn a license renewal apphcatlon packet inelud-
mg that includes:

The filing fee required under R4-39-201; and
2. The information and documentation required in:
a. R4-39-104(D)(2) if required under A.R.S. § 32-3023 and R4-39-108:;;
b. R4-39-104(D)(3). (D)(4), (D)(5), (D)(8)(a) and (c). B}N—B)H6); (D)(12). BYFH-B)ES); and (D)(17);
and
b-c. Subsections (D)(3) through (D)(10);

3. Alist of all individuals or persons referenced in R4-39-104(D)(14) and (D)(15);

4. A report on the annual enrollment and retention and placement rates for each program offered by the licensee, if the
report is required by DE or the accrediting agency that accredits the program or licensee;

5. For each program offered. an indication whether the program is offered by residential or online delivery or both:

and
A list of all programs that are in teach-out and:
a. The names of all students in each program,
b. The anticipated completion date of each student, and
c. Contact information for each student.
F. A licensee shall:
1. Notify the Board in writing within 24 hours if the licensee:
a. Receives a new grant of accreditation issued by an accrediting agency other than an accrediting agency named
under subsection (D)(3); er
b. Becomes eligible to participate in a federal student financial aid program other than a federal student financial
aid program named in the agreement under subsection (D)(6)-;
2-c. Netifythe Board-in-writing-within 24-heursifthe lieensee-eeases Ceases to be accredited or has a program that

ceases to be accredited by an accrediting agency named under subsection (D)(3);

3.d. Netify-the Beard-in-writing-within24-hours-if the icensee—ceases Ceases to be eligible to participate in a fed-
eral student financial aid program named in the agreement under subsection (D)(6); and

e. Decides to cease operations; or

f.  Knows or should know that the license is under investigation by any state or federal agency or an accrediting
agency: and

4:2. Notify the Board in writing within +4-ealendar five business days of:
a. A change in any grant of accreditation issued by an accrediting agency named under subsection (D)(3) or

(F)(1)(a) including but not limited to the following adverse actions:
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i.  Suspending accreditation,
ii. Withdrawing or cancelling accreditation,
iii. Placing accredited institution on probation,
iv. Requiring accredited institution to show cause, or
v. Requiring a specific corrective action, or
b. A change in eligibility to participate in a federal student financial aid program named in the agreement under

subsection (D)(6) or (F)(1)(b).

G. The Board may conduct an inspection, parsuant-te under A.R.S. § 41-1009, of an applicant’s or & licensee’s place of

business to determine compliance with the requirements of A.R.S. Title 32, Chat)ter 30 and this Article.

H. In-additionte-the-groundsfor-diseiplinary-aetion As provided in A.R.S. §§ 32-3051, the Board shall may discipline a

licensee that:

1. Violates therequirements a requirement in subsection (F); or

2. Intentionally or negligently misrepresents any material information in documents or information presented to the
Board.

R4-39-104.  Requirements for a Conditional License to Operate a New Private Non-accredited Vocational Institu-

A.
B.

tion in Arizona
A person shall not operate a aew private non-accredited vocational institution without a conditional license granted by
the Board.
T—he Except as specified in subsection (B)(6), the Board shall not grant a conditional license te-an-appheant if:
Within 10 years before the-date-ef filing an the application packet required in subsection (D), an individual with at
least 20 percent er-mere ownership in the applicant nstitation or an officer or employee who controls, manages, or
represents the applicant in this state has been convicted in this state or any ether-state-or jurisdiction of afeleny-or
any crime, regardless of whether the crime is a misdemeanor or felony, that a reasonable person would consider rel-
evant related to the legal and ethical operation of an educational institution;-unless-the-convictionhas-been-abse-

lutely-discharged;-expunged;-or-vacated;

2. Within 10 years before the-date-of filing an the application packet required in subsection (D), a person with at least
20 percent ermere ownership in the applicant institatien or an officer or employee who controls, manages, or rep-
resents the applicant in this state has had a license to operate a veeatienal-pregram; vocational institation; degree
pregram; or degree-granting institution revoked in this state or i any etherstate-er jurisdiction; er

3. The applicant provides false or misleading information on or with ar the application required by this Section:; or

4. The applicant was previously licensed by the Board and ceased operations without complying with R4-39-402 and
R4-39-406;

5. The applicant ceased to operate or offer a program and as a result:

a. The Board was obligated to make a payment from the Student Tuition Recovery Fund established under A.R.S.
§ 32-3072, or
b. The DE or a private entity forgave loans, in whole or in part, to affected students; and
6. If the conviction described in subsection (B)(1) was discharged, expunged, set aside, or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.
The Board shall grant a conditional license to an applicant if:
1. The applicant provides the information and documentation required in subsection (D); and
2. The information provided under subsection (D) demonstrates:
a. Compliance with A.R.S. § 32-3021(B)(1) through €9} (11); and
b. The ability to provide educational services as represented to the public.
An applicant for a conditional license shall submit to the Board an application packet ineluding that includes:
1. The filing fee required under R4-39-201;
2. A letter of credit, surety bond, cash deposit, or equivalent security, as required under A.R.S. § 32-3023, of $15.000
or another amount determined by the Board under R4-39-108;
2:3. An application form provided by the Board containing:
a. The applicant’s name, street address, mailing address, telephone number, fax number, e-mail address, and web
site address, if applicable;
b. If the applicant has a headquarters in another state or jurisdiction, the headquarters’ street address, mailing
address, telephone number, fax number, and e-mail address;
c. Responses to questions regarding the distribution of ownership, business type, and legal structure;
d. As applicable, identification of:
i.  All members of the board of directors or board of trustees,
ii.  All persons with at least 20 percent er-mere ownership in the institation applicant, and
iii. All individuals responsible for controlling, managing, or representing the institation applicant in this state;
e. Responses to questions regarding whether a person identified in subsection ()2} (D)(3)(d) has ever
applied for or been issued a license to operate a vocational pregram;-vecationaltnstitution,-degree-prograt; or

degree-granting institution in this state or i any etherstate-er jurisdiction;

December 11, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 50 3125



Arizona Administrative REGISTER Notices of Proposed Rulemaking _{_

f.  Responses to questions regarding the finances, federal or state tax liabilities, management capabilities, and
criminal history of the persons identified under subsection (BPY 2} (D)3 )(d)(ii);

g. Responses to questions regarding programs; and student recruitment, stadent enrollment, stadentretention, sta-
dent placement, and student financing;
Name of the director required under R4-39-303(B) and evidence that the director is qualified;

h.
k1. Staffing information including:
i. Faeu}ty—member Regulred mlnlmum quahﬁcatlons f faculty for each program to be eperated offered;

of the first hcensure perrod and
#wiii.The names of all current administrative personnel and faculty members;
+j. Attestation by the individual signing the application that the applicant will comply with all applicable require-
ments in A.R.S. Title 32, Chapter 30, and this Chapter;
k. Attestation by the individual signing the application that all information required as part of the application
packet has been submitted and is true and accurate; and
lcl. The notarized signature of an owner of the applicant or an owner’s legal representative and date of signature;

4. Financial statements or financial documentation required under R4-39-108;
5. Evidence of the insurance required under R4-39-108:
3-6. If applicable, a copy of the applicant’s articles of incorporation, partnership or joint venture documents, or limited

liability documents;
A business plan that includes:

Executive summary with highlights, objectives, and mission;

Applicant summary;
Programs offered and services provided;
Marketing plan and implementation;

Financial plan that includes three-year projections and financial resources available to demonstrate financial
stability:;

4-8. For each program to be eperated offered, a form provided by the Board describing:
Program content, length, and delivery system information;

Program prerequisites and completion requirements;

Tuitien-and-stadent Student fees as defined at R4-39-101;

Any required textbooks or program learning materials;

Any equipment or technology or competency requirements er-competeneies;
As applicable:

i.  Library resources;

ii. Clinical training, practica, externships, internships, or special features;

iii. Graduate employment opportunities; and

iv. Requirements Licensing requirements for a graduate of the program to practice the-skill-er-oeecupationfor
which-the programprepares-the-graduate; and

g.  Attach to the form. a copy of the certificate or diploma to be awarded when the program is completed.
59. A copy of the apphcant s student enrollment agreement rneetlng the requirements in R4-39-401;

(o= &

mo a0 os

%&A copy of the apphcant ] catalog meetlng the requlrements in R4-39-301;
8-11.A copy of each brochure, promotional document, uniform resource locator, or advertisement intended for students
or potential students;
9:12.A copy of the applicant’s published student grievance procedure that:
a. Regquires-thatastudentgrievance be-submittedin-writing: [s published in the applicant’s catalog required under
subsection (D)(10);
Provides the steps and timeJines time frames involved in the grievance procedure;
References the student’s right under A.R.S. § 32-3052 to file a complaint with the Board; and
Lists the Board’s address, and telephone number, and web site; and
If the applicant requires arbitration as part of the student grievance procedure, includes the following state-
ment: Arbitration of a student grievance is required. Arbitration will take place at a location reasonably conve-
nient for both parties giving due consideration to the student’s ability to travel and other pertinent
circumstances. Both parties will attempt to have proceedings take place within a reasonable time and without
undue delay. The arbitration proceedings will follow the spirit if not the letter of the consumer due process pro-
tocol of the American Arbitration Association. The protocol includes but is not limited to a fundamentally fair
process; an independent and impartial, competent, and qualified arbitrator; independent administration of the
arbitration; reasonable cost; right to representation; and possibility of mediation. Arbitration does not preclude

other avenues of recourse, including but not limited to possible relief in small claims court, unless and until the

o oo
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arbitration result is made binding. Arbitration of a student grievance does not preclude the student from seek-
ing a remedy from the Arizona Board of Private Postsecondary Education.

10:13.An institutional organizational chart including staff names and position titles;
H-14.For each individual identified under subsection (B}2)e) (D)(3)(d), a form provided by the Board describing the
individual’s professional and educational background;
1+2:15.For each faculty member named under subsection (P2 (D)(3)(h)(iv), a form provided by the Board
describing the individual’s professional and educational background,
13-16.For each location within the state from which the applicant will operate:
a. A form provided by the Board describing the facility;
b. Line drawings, floor plans, or photographs showing each story of the facility, the room layout, room usage, and
each door, window, and exit; and
c. Documentation from the local jurisdiction of compliance with all applicable fire codes, teeal building codes,
and zonlng ordlnances and

17 Other 1nf0rmat10n detefmrned—by the Board or t-he applrcant te—be beheves is relevant te—the—éetermm&&eﬂ and will
assist the Board to determine whether ef the applieant’s applicant is in compliance with all licensing requirements
under A.R.S. Title 32, Chapter 30 and this Article.

Before granting a conditional license, the Board shall conduct an inspection, pursaantte under A.R.S. § 41-1009, of an

applicant’s place of business to determine compliance with subsection (C).

If the Board grants a conditional license to an avnhcant a the conditional licensee:

1. Shall not describe or refer to itself using the terms “licensed,” “approved,” or “accredited;” and

2. May describe or refer to itself using the terms “conditionally licensed” or “conditional license.”

After granting a conditional license, the Board may conduct an inspection, purstantte under A.R.S. § 41-1009, of a

licensee’s place of business to determine continuing compliance with the requirements of A.R.S. Title 32, Chapter 30

and this Article.

Under the authority provided at A.R.S. §§ 32-3051, the Board may
discipline a licensee that intentionally or negligently misrepresents any material information in documents or testimony
presented to the Board.

R4-39-105.  Requirements for a Regular License to Continue to Operate a Private Non-accredited Vocational

A.

C.

Institution in Arizona

The Except as specified in subsection (A)(6), the Board shall not grant aregularlieense-errenewal-of or renew a regular

license to an applicant, if:

1. Since the start date of the current licensure period, an individual with at least 20 percent ermere ownership in the
applicant institatien or an officer or employee who controls, manages, or represents the applicant in this state has
been convicted in this state or any etherstate-er jurisdiction of a—feleny—er any crime, regardless of whether the
crime is a misdemeanor or felony, that a reasonable person would con51der relevant fel-ateé to the 1egal and ethrcal
operation of an educational institution;-unle § e : : ed;

2. Since the start date of the current licensure perlod a person w1th at least 20 percent ot-more ownershlp in the apph—

cant institution or an officer or employee who controls, manages, or represents the applicant in this state has had a

license to operate a vocational pregram;,—veeational-institation;—degree—program; or degree-granting institution
revoked in this state or any etherstate-er jurisdiction; er

3. The applicant provides false or misleading information on or with an application required by this Section:; or

4. The applicant was previously licensed by the Board and ceased operations without complying with R4-39-402 and
R4-39-406;

5. The applicant ceased to operate or offer a program and as a result:

a. The Board was obligated to make a payment from the Student Tuition Recovery Fund established under A.R.S.
§ 32-3072, or

b. The DE or a private entity forgave loans, in whole or in part, to affected students; and
6. If the conviction described in subsection (A)(1) was discharged, expunged, set aside, or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.

The Board shall grant or renew a regular license errenewal-ef-aregularlieense to an-applicant a licensee if the licensee

submits an application and:
1. The appheantprovides application includes the information required in subsection (C) e+(B); and
2. The information provided demonstrates:
a. Compliance with A.R.S. § 32-3021(B)(1) through 9} (11); and
b. The ability to provide educational services as represented to the public.
No later than 60 ealendar days before the expiration date of a licensee’s conditional or regular license, an-apphicantfora
i the licensee shall submit to the Board an application packet inelading that includes:
1. The filing fee required under R4-39-201; and
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2. The information and documentation required in R4-39—104(D)(2),—€D}€49; through (D)(5), Y (D)(8)(a) and (c),
(D)(9), (D)(10), (D)(12), and (D)(14), (D)(15) and threugh (D)(17)-; and

3. A renort on the annual enrollment and retentlon and placement rates for eaCh program offered bV the lrcensee

A licensee that fails to comply with subsection (C) and allows the licensee’s conditional or regular license to expire
shall:

1. Comply with subsection (C) within 30 days after the license expires, and

2. Pay the late renewal fee prescribed under A.R.S. § 32-3027(A)(7); or

3. Immediately cease operating in this state.

E. The Board may conduct an inspection, pursaant-te under A.R.S. § 41-1009, of an-applieant’s-er a licensee’s place of
business to determine compliance with the requirements of in A.R.S. Title 32 Chapter 30 and this Article.

F. In-additionto-the-groeundsfor-diseiplnary-aetion As provided in A.R.S. § 32-3051, the Board may discipline a licensee

that:

1. intentienally Intentionally or negligently misrepresents any material information in documents or testimony pre-
sented to the Board, or

2. Fails to comply fully with subsection (C) or (D) but continues to operate in this state.

=

R4-39-106.  Requirements for a Conditional License to Operate a New Private Non-accredited Degree-granting
Institution in Arizona
A. A person shall not operate a new private non-accredited degree-granting institution without a conditional license
granted by the Board.
B. The Except as specified in subsection (B)(4), the Board shall not grant a conditional license to an applicant, if:

1. Within 10 years before the-date-of filing an the application packet required in subsection (D), an individual with at
least 20 percent exmere ownership in the applicant astitution or an officer or employee who controls, manages, or
represents the applicant in this state has been convicted in this state or any ether-—state-or jurisdiction of a-feleny-or
any crime, regardless of whether the crime is a misdemeanor or felony, that a reasonable person would consider rel-
evant related to the legal and ethical operation of an educational institution;unless-the-conviectionhas-been-abse-

lutely-diseharged;-expunged;-or-vacated;

2.  Within 10 years before the-date-ef filing an the application packet required in subsection (D), a person with at least
20 percent er-mere ownershrp in the applicant institatien or an officer or employee who controls, manages, or rep-
resents the applicant in this state has had a license to operate a vocational pregram;—veeational-institution,-degree
pregramy; or degree-granting institution revoked in this state or any etherstate-er jurisdiction; or

3. The applicant provides false or misleading information on or with an application required by this Section:; and

4. If the conviction described in subsection (B)(1) was discharged. expunged. set aside, or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.

C. The Board shall grant a conditional license to an applicant if the applicant submits an application and:
1. The applieantprevides application includes the information required in subsection (D); and
2. The information provided demonstrates:
a. Compliance with A.R.S. §§ 32-3021(B)(1) through (11) and 32-3022(C); and
b. The ability to provide educational services as represented to the public.
D. An applicant for a conditional license shall submit to the Board an application packet inekading that includes:

1. The filing fee required under R4-39-201;

2. The information and documentation required in R4-39-104(D)(2) through (D)(17);

3. The name of each accrediting agency to which the applicant will apply for accreditation of the applicant’s programs
or the institution through which the programs are eperated offered;

4. For each accrediting agency named under subsection (D)(3), attestation by the individual signing the application
that the applicant has read and understands documentation published or provided by the accrediting agency that
explains the accrediting agency’s accreditation process, including eligibility requirements, application procedures,
self-evaluation processes and requirements, accreditation criteria or standards, and accrediting team visits; and

5. A chronological timeline identifying the applicant’s projected progress in gaining accreditation from each accredit-

1ng agency named under subsectlon (D)(3)—and

O O aCao O S o SAS, g

E. A Ifthe Board grants a conditional license to an applicant, the conditional licensee shall:
1. Notify the Board in writing within 24 hours if the licensee:
a. Is determined by an accrediting agency named under subsection (D)(3) to be ineligible to apply for accredita-
tion with the accrediting agency;
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F.
G.

b. Is precluded from initiating or continuing in the accreditation process by an accrediting agency named under
subsection (D)(3); er
c. Isdenied accreditation by an accrediting agency named under subsection (D)(3); or
d. Knows or should know that an investigation of the licensee is being or was conducted by a state or federal
agency or an accrediting agency;
2.  Within five ealendar days of:
a. reeeipt Receipt, submit to the Board a copy of any document from an accrediting agency named under subsec-
tion (D)(3) that pertains to the licensee’s progress in gaining accreditation from the accrediting agency; and
3-b. Withinfive-ealendar-days-efmailing Mailing or sending, submit to the Board a copy of any document mailed
or sent by the licensee to an accrediting agency named under subsection (D)(3) that pertains to the licensee’s
progress in gaining accreditation from the accrediting agency:; and
3. Within 10 days after determining that the licensee failed to meet the timeline submitted under subsection (D)(5),
submit written notice of the failure to the Board.
Before granting a conditional license, the Board shall conduct an inspection, pursaantte under A.R.S. § 41-1009, of an
applicant’s place of business to determine compliance with subsection (C).
While-conditionally-licensed If the Board grants a conditional license to an applicant, while licensed, & the conditional
licensee:
1. Shall not describe or refer to itself using the terms “licensed,” “approved,” or “accredited;” and
2. May describe or refer to itself using the terms “conditionally licensed” or “conditional license.”
The Board may conduct an inspection;purstant-te under A.R.S. § 41-1009; of a licensee’s place of business to deter-
mine compliance with the requirements of this Article.

In-additionto-the-groundsfor-diseiplinary-aetion As provided in A.R.S. § 32-3051, the Board may discipline a licensee

that:

1. Violates the-requirements a requirement in subsection (E), or
2. Intentionally or negligently misrepresents any material information in documents or testimony presented to the

Board.

R4-39-107.  Requirements for a Provisional License to Continue to Operate a Private Non-accredited Degree-

A.

granting Institution in Arizona
Fhe Except as specified in subsection (A)(7). the Board shall not grant or renew a provisional license errenewal-efa

pfeﬂmﬂal—heense to an applicant if:

Since the start date of the current licensure period, an individual with at least 20 percent ermere ownership in the
applicant institatien or an officer or employee who controls, manages, or represents the applicant in this state has
been convicted in this state or any ether-state-or jurisdiction of a feleny—er any crime regardless of whether the
crime is a misdemeanor or felony, that a reasonable person would con51der relevant fel-ateé to the legal and ethlcal
operation of an educational institution;4 § : ged ;
2. Since the start date of the current licensure perlod a person w1th at least least 20 percent ormere ownershlp in the apph—

cant institation or an officer or employee who controls, manages, or represents the applicant in this state has had a

license to operate a vocational pregram;,—veeationalinstitation;—degree—program; or degree-granting institution
revoked in this state or any etherstate-er jurisdiction; er

3. The applicant provides false or misleading information on or with an application required by this Section:;_

4. The applicant fails to apply for accreditation as required under R4-39-106(D)(3) or fails to make progress consis-
tent with the chronological timeline specified under R4-39-106(D)(5) for three consecutive renewal periods; or

5. The applicant was previously licensed by the Board and ceased to operate without complying with R4-39-402 and
R4-39-406;

6. The applicant ceased to operate or offer a program and as a result:

a. The Board was obligated to make a payment from the Student Tuition Recovery Fund established under A.R.S.
§32-3072, or
b. The DE or a private entity forgave loans, in whole or in part, to affected students; and
7. If the conviction described in subsection (A)(1) was discharged. expunged. set aside., or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.

The Board shall grant or renew a provisional license errenewal-ef-aprovistenaldieense to an applicant if the applicant
submits an application and:

1. The applicantprovides application includes the information required in subsection (C) ex(B); and
2. The information provided demonstrates:
a. Compliance with A.R.S. §§ 32-3021(B)(1) through (11) and 32-3022(C);
b. The ability to provide educational services as represented to the public; and
c. Progress in gaining accreditation from each accrediting agency named under R4-39-106(D)(3).
No later than 60 ealendar days before the expiration date of a licensee’s conditional or provisional license, an applicant
for & an initial or renewed provisional license shall submit to the Board an application packet inelading that includes:
1. The filing fee required under R4-39-201;
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2. The information and documentation required in R4-39-104(D)(2);-3)4); through (D)(5), (D)(8)(a) and (c), (D)(9),
%hfﬁﬂgh (D)(IO) (DXQL and (D)(14)M thfeﬂgh (D)( 17)

mg—ageney—na-med—under—l%él—%Q—l—(—)é&D}é}— A report on the annual enrollment and retentlon and placement rates for

each program offered

amalrcant met the chronologlcal trmellne subm1tted under R4-39-106(D)(5); and
5. Copies of application documents and all correspondence with all accrediting agencies submitted-te-an-acerediting
&geﬁey named under R4 39 lO6(D)(3) if appllcable

+
2
3
4
5
6
D. A licensee that fails to comply with subsection (C) and allows the licensee’s conditional or provisional license to expire
shall:
1. Comply with subsection (C) within 30 days after the license expires, and
2. Pay the late renewal fee prescribed under A.R.S. § 32-3027(A)(7); or
3. Immediately cease operating in this state.
E. A licensee shall:
1. Notify the Board in writing within24-heurs by the next business day if the licensee:

a. Is determined by an accrediting agency named under R4-39-106(D)(3) to be ineligible to apply for accredita-
tion with the accrediting agency;

b. Is precluded from initiating or continuing in the accreditation process by an accrediting agency named under
R4-39-106(D)(3); et

c. Is denied accreditation by an accrediting agency named under R4-39-106(D)(3);

d. Knows or should know that the licensee is or was under investigation by a state or federal agency or an accred-
iting agency; or

e. Decides to cease operations;

2. Within five ealendar days of:

a. reeeipt Receipt, submit to the Board a copy of any document from an accredrtmg agency named under sabsee-
&en—(—B—)(%) R4-39-106(D)(3) that pertains to the licensee’s progress in gaining accreditation from the accredit-
ing agency; and

3-b. Withinfive-calendar-days-efmatling Mailing or sending, submit to the Board a copy of any document mailed
or sent by the licensee to an accrediting agency named under subseetien-)3) R4-39-106(D)(3) that pertains
to the licensee’s progress in gaining accreditation from the accrediting agency:; and

3. Within 10 days after determining that the licensee failed to meet the timeline submitted under subsection R4-39-

106(D)(5), submit written notice of the failure to the Board.

F. The Board may conduct an inspection, pursaant-te under A.R.S. § 41-1009, of an-applieant’s-er a licensee’s place of

business to determine compliance with the requirements of this Article.

G. Inadditiente-the-groundsfor-diseiplinaryaetion As provided in A.R.S. § 32-3051, the Board may discipline a licensee
that:

1. Violates therequirertents a requirement in subsection (E), er

2. Intentionally or negligently misrepresents any material information in documents or testimony presented to the
Board, or

3. Fails to comply fully with subsection (C) or (D) but continues to operate in this state.

R4-39-108.  Surety Bond, Cash Deposit, or Equivalent—Seeurity—Requirements Letter of Credit; Insurance
Regquiremrents; Financial Statement Requirements; and Finance Committee

A. A-persen-applyingfor-alicense-and-apersenltiecensed An applicant or licensee under R4-39-104, R4-39-105, R4-39-
106, or R4-39-107;-e+R4-39-HO(E) shall have a surety bond, cash deposit, or equwalent—seeuﬂty letter of credit as
requlred pursaant-to under A.R.S. § 32-3023(A). The Board shall determine the dollar amount of the surety bond, cash

deposit, or equivalent-security-pursuant-te letter of credit under A.R.S. § 32-3023(C).
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B.

1o

The Board may require that-a-persen-applyingfor-alicense-or-apersenticensed an applicant or licensee under R4-39-

103 or R4-39-110(D) or (E) have a surety bond, cash deposit, or equivalent-seeurity letter of credit as required-purstant
te allowed under A.R.S. § 32-3023(B). The Board shall determine whether a surety bond, cash deposit, or equivalent

seewrity letter of credit is required of an applicant or licensee under R4-39-103 or R4-39- 110( D) or (E) and if so, the del-
tar amount of the surety bond, cash deposit, or equivalentseeurity-pursuant-toA-RS—§32-3023¢C) letter of credit. In

determining whether and the amount of surety bond, cash deposit, or letter of credit to require, the Board shall consider
the following factors:

1. Whether the institution has sources of funding other than tuition and the percentage of the institution’s funding con-
tributed by the other sources;
The amount of time programs offered by the institution require for completion; and

The criteria regarding financial responsibility specified under subsection (1)(4).

Fhe Board shall use the following guidelines to determine the amount of surety bond, cash deposit, or letter of credit to
require of an applicant or licensee:

The minimum amount required for applicants and licensees is $15.000;

Additional amounts required of an accredited institution:

a. Ifthe annual GTR is less than $400.000, 15 percent of annual GTR: and

b. Ifthe annual GTR is $400,000 or more, 10 percent of annual GTR; and

Additional amounts required of a non-accredited institution:

a. Ifthe annual GTR is less than $400,000, 20 percent of annual GTR; and

b. Ifthe annual GTR is $400,000 or more, 15 percent of annual GTR.

An applicant or licensee that meets the reguirement under subsection (A) or (B) with a surety bond shall purchase

the suretV bond from a suretv companv that has a ratlng of A or hlgher
B e An applicant or licensee shall:

Have and malntam W1th an insurance company authorlzed to transact business in this state coverage that eemplies-with

R4-89—39%€4) is adequate to protect the applicant or licensee’s assets in the event of damage or a finding of liability and:

For an applicant or licensee with annual GTR of $1.000.000 or more:

1. A minimum smgle occurrence malpractice-or-professtonal-liability-eoverage of $1,000,000 for educators’

errors and omissions or malpractice liability insurance; and
b-ii. A minimum single occurrence of $1,000,000 for general liability coverage ef$1;000,000 for the operation

of the institution; et

2.
3

[ =
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b. For an applicant or licensee with annual GTR more than $500.000 but less than $1.000.000:
i. A minimum single occurrence of not less than the previous year’s GTR plus 10 percent for educators’
errors and omissions or malpractice liability insurance; and
ii. A minimum single occurrence not less than the previous year’s GTR plus 10 percent of general liability
coverage for the operation of institution;
c. For an applicant or licensee with annual GTR equal to or less than $500.000:

i. A minimum single occurrence of not less than $500,000 for educators’ errors and omissions or malprac-

tice liability insurance; and

ii. A minimum single occurrence not less $500,000 of general liability coverage for the operation of institu-
tion;
2. Be self msured for the amounts in subsectlon (C)(l)

ion An apphcan

or hcensee shall submlt to the Board a ﬁscal year-end ﬁnanmal statement that comphes w1th the followmg require-
ments:

headeuarters:
2-1. Finaneial statements-that-are If the applicant or licensee has annual GTR greater than $350,000:
a. Is prepared and compiled, reviewed, or audited by a certified public accountant in accordance with generally
accepted accounting prinetpals principles; and
b. Includes a statement of cash flows and disclosures; or
2. Ifthe applicant or licensee has annual GTR equal to or less than $350.000:
a. Is compiled, reviewed or audited in accordance with generally accepted accounting principles; and
b. Includes supporting documentation requested by the Board; and
3.3. Additienal Includes additional financial information if required by the Board under subseetionE}-er-(F) subsec-

tions (G) and (H).

E=G.The Board shall require that-a-persen-applyingforaticense-orrenewal-underthisArtiele an applicant or licensee to sub-

mit additional financial documentation if:

1. The fiscal year-end financial statements—are statement is for a reporting period that ended more than six months
before the date of license application; or

2. The applicant has not previously operated in this state or any other state-er-jurisdiction.

£:H.The Board may require that-a-persen-applyingfor-alicense-oerrenewalunderthis-Artiele an applicant or licensee to sub-
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mit additional financial documentation or submit to a financial review if:

1. The Board has concerns based #pen on the applicant’s or licensee’s responses to questions en-alicense-application
regarding the applieant’s distribution of ownership, business type, and legal structure:; or

2. The financial documentation submitted shows:

Current ratio of assets to liabilities less than 1:1,

Current negative net worth,

Net losses during each of the last two years,

Subject to additional DE reporting requirements or has a composite score of less than 1.5,

Current cash reserves are insufficient to make required refunds,

Current financial obligations are not being met,

Applicant or licensee has a history of revocation or negative action in this or another state,

Current negative cash flow,

Financial responsibility standards for accreditation are not being met, or

Evidence of inadequate financial responsibility or administrative capability.

The Board shall appoint a Finance Committee that consists of at least three member of the Board:

The Finance Committee shall comply with the open meeting requirements at A.R.S. Title 38, Chapter 3, Article 3.1.
The Finance Committee shall assess the financial responsibility of an applicant or licensee.

If the Finance Committee determines that the information submitted under this Section is not sufficient to demon-
strate that an applicant or licensee has financial responsibility, the Finance Committee shall work with the applicant
or licensee to improve the demonstration.

After reviewing the information submitted under this Section, the Finance Committee shall determine that the
applicant or licensee:

Has demonstrated financial responsibility and grant a license;

Has not demonstrated financial responsibility but grant a license contingent on the licensee doing one or more

of the following:

i.  Submitting quarterly reports,

ii. Submitting a financial improvement plan,

iii. Submitting two-year financial projections, and

iv. Posting a surety bond. cash deposit. or letter of credit that exceeds the amount determined under subsec-
tion (C);

Has not demonstrated financial responsibility and postpone action to allow the applicant or licensee to provide

additional information; or
d. Has not demonstrated financial responsibility and refer the matter to the whole Board for Board action.

e s o e o o P
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R4-39-109.  Supplemental License Applications
A. A pﬂv&te—voe&&oﬂal—o%degfee-grammg—ms&&ttioﬂ hcensee shall submlt to the Board an apphcatron for a supplemental

license d : g
institation at least 45 days before domg any of the followmg

1. Operating-anunlieensed; Offering a new; or additional vocational or degree-granting program; et
2. Operating from anunlieensed; a new or additional location; or

3. Changing the name of the licensed institution.

The Board shall grant a supplemental license to a private vocational or degree-granting institution if the institatien
demenstrates Board determines that a the supplemental license application submitted under subsection (A) is-in-eempli-
anee complies with A.R.S. §§ 32-3021 through 32-3051 and this Chapter.

R4-39-110.  Change of Ownership or Control

A.

In this Section, “change of ownership or control” means is indicated by the following:
1. For a privately held corporation whose control is vested in those who control the voting stock of the corporations:
a. Atleast 50 percent ermere of the voting stock changes from one owner to another within a five-year period; or
b. At least 50 percent of the assets of the corporation is sold regardless of whether the sale is called an asset or
securities purchase, a stock or share exchange, or something else;
2. For a publicly traded corporation whose control is vested in the voting members of the board of directors:
a. Fifty At least 50 percent er-mere of the voting members of the board of directors change within a 12-month
period, or
b. The-chiefexecutive-officer-of-the-corporation-changes At least 50 percent of the assets of the publicly traded
corporation are sold regardless of whether the sale is called an asset or securities purchase, a stock or share
exchange, or something else;
3. For a non-profit corporation whose control is vested in the voting members of the board of direetors trustees:
a. Fifty At least 50 percent ermere of the voting members of the board of direeters trustees change within a 12-
month period, or
b. The chief executive officer of the non-profit corporation changes;
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4. For a limited partnership whose control is vested in a corporate general partner, #under—subseetions{(A)});—or
AH2)-er-(A)3); the corporate general partner:

a. has Has a change of ownership or control as determined under subsections (A)(1) through (A)(3); or
b. Atleast 50 percent of the assets of the corporate general partner are sold regardless of whether the sale is called
an asset or securities purchase, a stock or share exchange, or something else;
5. For a limited liability company whose control is vested in members who control a majority of the interest in the
company;+:
a. Atleast 50 percent er-mere interest changes within a 12- month period; or
b. Atleast 50 percent of the assets of the limited liability company are sold regardless of whether the sale is called
an asset or securities purchase, a stock or share exchange, or something else;
6. For a sole proprietor or a limited partnership that is not described in subsection (A)(4), if at least 50 percent ermere
interest changes within a five-year period:; and
7. For any business entity described in subsections (A)(1) through (A)(6). when the entity changes from one business
form to another including when a non-profit entity becomes a for-profit entity or when a privately held corporation
becomes a publicly traded corporation.
B. If assets are sold under subsection (A)(1), (A)(2), (A)(4). or (A)(5). regardless of whether the sale is called an asset or

securities purchase, a stock or share exchange, or something else, the sale must transfer liabilities for students enrolled
at the time of closing.

C. For the purposes of this Section, assets and liabilities are determined according to generally accepted accounting princi-
ples.

B:D.In-determining-whethera A change of ownership or control has-eeeurred;-the Beard-shall- deemthata does not occur
under subsection (A) if ehange-ef-ownership-ereontrol-has-net-oceurredifthe an interest is transferred by operation of
law or inheritance to a parent, grandparent, spouse, or child.

€E.A hcensee shall w1th1n seven davs notlfV the Board in wrltlng and explaln the followmg

the A change

of ownershlp or control as descrlbed under subsectlon (A); aﬂd or

2. Nelaterthanseven—ecalendar-days-afterany A change of interest or ehange of the voting members of the board of

directors of more than 20 percent but less than 50 percent;netify-the Board-in-writing-of the-change.
B-F.No later than 60 ealendar days after a-change-of ownership-or-eentrel the date on the notice provided under subsection
(E), a licensed private accredited institution shall submit to the Board a license application packet ineluding that

includes:
1. The filing fee required under R4-39-201(E);
2. Either:

a. Information and documentation specified in R4-39-103)5%B)ED)DH-and (D)(3) through (D)(10), as
applicable, and R4-39-104(D)(2), if required, and (D)(3)—€D}(§9—€D)€7—) through 3y (D)(6). (D)(8)(a) and
(c) through (D)(12), (D)(14), and (B}+5) (D)(17);

b. Ifrequired by an accrediting agency that accredits the licensee’s programs or the institution through which the
programs are eperated offered, a copy of change of ownership documents submitted by the licensee to the
accrediting agency;

3. Attestation that the applicant will assume financial responsibility, as required under R4-39-404(C), for the-payment
of all student tuition refunds for which the institution has an obligation; and

4. Other information determined by the Board to be relevant to the-determinatienof determining the applicant’s com-
pliance with licensing requirements under A.R.S. Title 32, Chapter 30 and this Article.

E=G.No later than 60 ealendar days after a-change-of ownership-er-eontrel the date on the notice provided under subsection
(E), a licensed private non-accredited institution shall submit to the Board a license application packet;-ineluding that
includes:

1. The filing fee required under R4-39-201(E);

2. For a private non-accredited vocational institution, information and documentation specified in R4-39-104B)2);
(D)3 >SS P> through D (D)(6). (D)(8)(a) and (c), (D)(12);-and through(D)(14) threugh-)H6) and
D)Y(17);

3. For a private non-accredited degree-granting institution, information; and documentation;-and-fees specified in R4-
391974 —and R4-39-103(D)(3) through (D)(10). as applicable, R4-39-104(D)(2); B3y H
through By (D)(6). (D)(8)(a) and (¢), (D)(12);-and through (D)(14) threugh-(B)(+6) and (D)(17);

4. Attestation that the applicant will assume financial responsibility, as required under R4-39-404(C), for all student
tuition refunds for which the institution has a financial obligation; and

5. Other information determined by the Board to be relevant to the-determinatien-of determining the applicant’s com-
pliance with licensing requirements under this Article.

¥:H.Fhe Except as specified in subsection (H)(6), the Board shall not grant a license for as a result of a change of ownership
or control to an applicant if:

1. Within 10 years before the-date-of filing an the application packet required in subseetions subsection (B} (G) or (£}
(H) or since the start date of the current licensure period, an individual with at least 20 percent ersere ownership in

the applicant iastitution or an officer or employee who controls, manages, or represents the applicant in this state
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has been convicted in this state or any ether-state-or jurisdiction of a-feleny-er any crime, regardless of whether the
crime is a misdemeanor or felony, that a reasonable person would c0n51der relevant fel-ated to the legal and ethlcal
operation of an educational institution;unle § ed—expinee ;
2.  Within 10 years before the-date-of filing an the apphcatlon packet requlred in subsee&eﬂs subsectlon GD} (_) or GE-)
(H) or since the start date of the current licensure period, a person with at least 20 percent ersere ownership in the
applicant institutien or an officer or employee who controls, manages, or represents the applicant in this state has
had a license to operate a Vee&&eﬂal—progr&m— vocational institation;-degree-program;-or degree-granting institution

revoked in Arizena this state or i any state-er jurisdiction; ef

3. The applicant provides false or misleading information on or with asn the application required by this Section:; or

4. The applicant was previously licensed by the Board and ceased operation without complying with R4-39-402 and
R4-39-406;

5. The applicant ceased to operate or offer a program and as a result:

a. The Board was obligated to make a payment from the Student Tuition Recovery Fund established under A.R.S.
§ 32-3072, or
b. The DE or a private entity forgave loans, in whole or in part, to affected students: and
6. If the conviction described in subsection (H)(1) was discharged, expunged, set aside, or vacated, the Board shall
consider this fact when exercising its discretionary power under this Section.
&:1. The Board shall grant a license for as a result of a change of ownership or control te-an-applieant, if the applicant:
1. Demonstrates compliance with A.R.S. §§ 32-3021 through 32-3027, as applicable; and
2. Meets the application requirements in subsection (B} (F) or £} (G).
H:J.The Board may conduct an inspection, purstant-te under A.R.S. § 41-1009, of an applicant’s or & licensee’s place of
business to determine compliance with the requirements of A.R.S. Title 32, Chapter 30 and this Article.

R4-39 111. Honorary Degrees
. Only a currently licensed, accredited private degree-granting institutiens institution may apply to award an honorary
degrees degree. A Before offering to grant or granting an honorary degree, a currently licensed, accredited private
degree-granting institution shall submit an application for a supplemental hcense for an honorary degree to the Board
for the Board’s verification, review, and administrative action be oFd ¢
The Board shall approve the apphcatlon for a supplemental license apphe&&eﬂ—for an honorary degree 1f the honorary
degree is consistent with the institution’s currently Heensed offered degree-granting programs.
An accredited private degree-granting institution whose application for a supplemental license for an honorary degree is
approved shall ensure that the honorary degree identity identifies in its title or name that+tis-an-heonerary-degree and
shall-bear bears on its face the-denetatien that it is an honorary degree.

ARTICLE 2. FEES

R4-39 201.  Fees
The filing fee for an-eriginal a license to operate a private vocational or degree-granting pregrams institution is $800.

B. The annual filing fee for a license renewal to continue to operate a private vocational or degree-granting pregrams insti-
tution is the following amount based apen on the institution’s annual gress-taitienreventes GTR:

Less than $50,000 annual gress-tuitionrevente GTR, $600-;

$50,000/$249,999 annual gress-tuitionrevenae GTR, $750:;

$250,000/499,999 annual gress-tuitionrevente GTR, $1,000:;

$500,000/$999,999 annual gress-tuitienrevente GTR, $1,300:;

$1,000,000/$2,499,999 annual gress-tuitienrevente GTR, $1,650-;

$2,500,000/$6,999,999 annual gress-tuitienrevenwe GTR, $2,000-; or

$7,000,000 or more annual gress-tuitienrevente GTR, $2,300.

The filing fee for each application for a supplemental license to eperate offer a new or additional private vocational or

degree-granting program is $500.
The filing fee for each application for a supplemental license to eperate offer a private vocational or degree-granting
program from a new leeation or an additional location is $500.
The filing fee for an application for a supplemental license to continue to operate a private vocational or degree-granting
programs-upen institution following a change of ownership or control is $500.
The fee for an onsite verification; or inspection;-erinvestigation is the actual cost incurred or $500, whichever is less.

ARTICLE 3. OPERATION OF PRIVATE NON-ACCREDITED INSTITUTIONS

R4-39-301. Catalog
A. A persen-operating-alicensedprivate licensee offering a non-accredited institatier program shall ensure that the astita-
tien licensee has a catalog that includes the following information:
1. The institatien’s licensee’s:
name; Name;
street-address; Street, mailing address;-telephonenumber,—fax—number, e-mail address, and web site address
addresses, if applicable; and

Telephone and fax numbers;

*@M%WN“
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2. If the institatien licensee has a headquarters in another state or jurisdiction, the headquarters’:

a. street-address; Street, mailing address;telephonenumber—faxnumber, e-mail address, and web site address
addresses, if applicable; and

b. Telephone and fax numbers;

3. The effective date of the catalog;
4. The names and titles of:

a. All members of any board of directors or board of trustees,

b. All individuals responsible for managing the institatien licensee in this state, and

c. All persens-with-20-pereent-or-more-ownership-in-the-institation members of executive management who live
outside this state;

5. Alist of all programs eperated offered by the institation licensee;
6. For each program to be eperated offered:

a. A topical outline, including a statement of purpose, objectives, subjects, units, skills, and jobs to be learned in
the program, and the number of clock, credit, or semester hours to be spent by the student in each phase of the
program;

b. Any program prerequisites and completion requirements;

¢. Tuition and student fees;

& Anyrequired-textbooks-orprogramlearning-materials:

e-d. Any required equipment or technology requirements-er-eompeteneies;

€. Any required competencies:

g-f. Any clinical training, practica, externships, internships, or special features of the program;

h-g. Any graduate employment opportunities; and

th. Any Licensure requirements for a graduate to practice, if any;

7. Any allowable student tuition reductions, #aitien discounts, taitterr and scholarships; and educational loans that

comply with R4-39-308;

Any available student payment schedules and financing options that comply with R4-39-308;

9. Student eligibility requirements for tuition reductions, taitien discounts, taitier and scholarships, educational loans,
payment schedules, and financing options, if applicable;

10. Institationalrefund Refund policies that comply with R4-39-308 and R4-39-404;

11. Any student services provided by the institatien licensee;

12. A description of: each-edueational

a. Educational delivery system—available systems used in the program, including classroom-based instruction,
directed study, distance education, and online computer-based learning-; and

b. Available library resources;

13. For institutiens licensees operating on an academic calendar, identification of:

a. Start and end dates for each semester, quarter, term, or session offered; and

b. Vacation periods and holidays; and or

c. Explanation of the enrollment period;

14. Policies and regulations governing:

Admission requirements or program registration enrollment;
Program or course cancellation;

Grading procedures er-progress-tracking;

Change in student status:, including:

i. Leave of absence;

ii. Readmission; and

iii. Probation, suspension, or expulsion;

Stadentreadmissten Standards for satisfactory academic progress;
Stadent-probation;suspenston;-orexpulsion Graduation requirements;
Grade reports and transcripts; and

As applicable:

i.  Student attendance; and

ii.  Credit for previous education, training, work, or life experience.

15. Student grievance procedure that meets the requirements at R4-39-104(D)(12).

A persen-operatinga-lieensed-private licensee offering a non-accredited institution program shall make a the catalog
required under subsection (A) available to students and prospective students in a written or electronic format.
Within 10 ealendar days from the date a persen-operating-aticensed-private licensee offering a non-accredited iastitu-

tion program revises & the catalog required under subsection (A) or publishes a new catalog, the Heensed-privatenon-
aceredited-institution licensee shall submit to the Board a written or electronic copy of the revised or new catalog.

*®
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R4-39-302. Facilities and Equipment
A. A persenoperating-alicensed-private licensee offering a non-accredited institatien program shall ensure that the:

Building, classrooms, equipment, furniture, grounds, instructional devices, and other physical facilities of the st~
tatten licensee are appropriate to achieve the educational objectives of the institution;
2. Physical facility and equipment meet comply with all:
a. safety Safety requirements and health standards of the city, county, state, and any other authority in which the
facility is located;_and

b. Local and state planmng= bulldmg, zomng, and ﬁre codes, and

4-3. Insurance required under R4-39-108 is adequate to protect the assets of the nstitution licensee in the event of dam-
age ora ﬁnding of liability;-and.

din R4 0 09

I

2 e A licensee offering a non-accredited program shall
cornplv Wlth R4- 39 109 before offermg the non- accredlted program from an unlicensed, new, or additional location.

R4-39-303.  Staff

A. A person-operating-aticensed-private licensee offering a non-accredited institutien program shall ensure that:
1. The institation licensee has aleeal administrater an on-site director who is qualified under subsection (B) and des-

ignated to carry out the duties under subsection B} (C);

2. Each staff member communicates information regarding the institation licensee, the-institution’s programs, and the
institution’s educational services that is true and is as represented in the institution’s licensee’s catalog, required
under R4-39-301, and in-any brochures, promotional materials, or advertisements provided to or intended for stu-
dents or potential students;

3. The institatien licensee has sufficient staff to provide instruction and educational services as represented in the
institation’s licensee’s catalog, required under R4-39-301, and in—any brochures, promotional materials, or adver-
tisements provided to or intended for students or potential students; and

4. Instruction and services are provided to a student as represented in the institution’s licensee’s catalog, required
under R4-39-301, and any brochures, promotional materials, or advertisements provided to the student.

B. A licensee offering a non-accredited program shall employ an on-site director who is qualified as follows:
1. Is of good moral character; and

2. Has academic, administrative and supervisory experience the Board determines is consistent with the ability to
operate and deliver a non-accredited program.

B-C.Anadministrater The on-site director designated under subsection (A)(1) shall:

Supervise the day-to-day operation of the institation licensee;

For each program to be eperated offered by the institatien licensee, develep-and implement a curriculum capable of

preparing a student enrolled in the program:

a. To achieve the program’s occupational objective,

b. fer To complete requirements for the program degree;-the-pregram or other credential, the-pregram’s-eecupa-
tienal-ebjeetive;or and

c. To obtain a specific entry-level job covered in the program; and
3. Ensure that all faculty members meet the requirements in subsection {€}-e¢ (D) or (E)-; and
4. Develop and implement a plan, with specific goals, benchmarks, and time frames, for faculty improvement.
E:D.A persen-operating-alicensed-private licensee offering a non-accredited institation vocational program shall ensure that
a faculty member fora-private-non-aceredited-voeationalinstitution has atleast:
Fwe At least two years of practlcal work experlence in the subject the faculty member is teaching unless the faculty
member is teaching in an emerging discipline in which case the Board shall consider an alternative standard to

determine qualification of the faculty member; and
2. Postsecondary education in the subject the faculty member is teaching from an accredited institution or an institu-

tion licensed to operate as a postsecondary educational institution by the state in which the faculty member received

the postsecondary educations;

Taken teacher-training courses appropriate to the level of qualification required by the program offered; and

Maintained professional competence by participating in continuing education.

B:E. A persen—operating—alicensed—private licensee offering a non-accredited institution degree-granting program shall
ensure that a faculty member fora-private-nen-aceredited-degree-granting-institution has atdeast:

[\J»—ﬂ

[ |

1. Twe At least two years of practical work experience in the subject the faculty member is teaching; and

2. A degree from an accredited institution equal to or exceeding the degree awarded to a graduate of the program in
which the faculty member is teaching:;

3. Taken teacher-training courses appropriate to the level of qualification required by the program offered; and

4. Maintained professional competence by participating in continuing education.

E:F. A person-operating-alicensedprivate licensee offering a non-accredited institatier program shall ensure that:
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1.  Within 40 30 ealendar days from-the-date-the-institution’s administrater after the director designated under subsec-
tion (A) resigns, is terminated, or is otherwise unable to fulfill all responsibilities established under subsection (B)
(C), the Board is notified in writing; and

2.  Within 48 30 ealendar days from-the-date after the institutien licensee employs designates a new administrator
director, a completed form, previded-by which is available from the Board, describing the individual’s new direc-

tor s profess10nal and educatlonal background is subm1tted to the Board:-and.

R4-39-304.  Advertising

A. Advertising A licensee offering a non-accredited program shall ensure that all advertising is be truthful and shall does
not include a false or misleading statements statement about the institution, personnel, the faculty, courses, diploma or
certificate awarded. services, or occupational opportunities for a graduate

B. The Board may institute d1sc1pl1nary proceedings against a ren 8 o o
tion-or-an-institutional licensee offering a non-accredited program or the llcensee s representatwe for false or mlsleadmg

advertlsmg

C. licensee offering a non-accredited program shall not
solicit students in;
1.  the The “help wanted” section of a newspaper, magazine, or other similar publication, regardless of whether the

publication is printed or online; or

2. Employment or unemployment lines.

D. A nen d v onal-or-degree Rtien licensee offering a non-accredited program shall not
use any fo of the werds word guarantee or “free in sol1c1tat1ons or advertising in;

-any A brochure, catalog, bulletin, leaflet, or other publication of the institutien; licensee; or neria
A newspaper, magazine, or any-ethermedia similar publication, regardless of whether the publication is printed or
online.

E. AH A licensee offering a non-accredited program shall ensure that all printed advertising shat-netude includes the
name, phone number, and address of the institution l1censee
F. The Board ey

[ =

shall review the catalog, brochure, promotlonal document, uniform resource locator,stu—
dent enrollment agreement, and other materials submitted under R3-39-104 to ensure the materials comply with the

requirements of this Section.
R4-39- 305 Recrultment

: A ation licensee offering a non-accredited program shall ensure
that all mformatlon contamed in the fnstttutten—s llcensee s catalog, required under R4-39-301, and in any brochures,
promotional materials, and advertisements provided to or intended for students or potential students is true.
B. During student recruitment or before a student signs an enrollment agreement, a heensed-private-non-aeeredited-instita-
tien licensee offering a non-accredited program:
1. May aHew provide a student tuition reduction, taitienr discount, taitien or scholarship, or educational loan only as
authorized under R4-39-308; and

Shall not guarantee employment toa prospectlve student

2

A licensee offering a non-accredited program shall ensure
that a staff member responsible for student recruitment or student admission:
1
2
3

Uses only those titles that accurately reflect the staff member’s actual duties and responsibilities;

Is not designated as a counselor or advisor; and

Does not make final decisions regarding tuition, student fees, tuition reduction, taitter discounts, taitient or scholar-
ships, educational loans, payment schedules, financing options, or refand-pelietes refunds.

R4-39-306. Admission Requirements

A. Theinstitution A licensee offering a non-accredited program shall establish, publish, and administer admission require-
ments.

B. If an entrance exam is required for admission,
licensee offering a non-accredited program shall:
1. Set a minimum passing score for admission that is consistent with the standard established by the exam developers,
2. Admit only a-stadent an individual who has-ebtained obtains the minimum passing score on the entrance exams,

and

3. Maintain a copy of the completed entrance exam in the student’s permanent record-, and
4. Not allow an individual who fails the exam to take the same exam w1th1n 30 davs

C. If an entrance exam is not required for admission, the-ren-a ; g 3 g
licensee offering a non-accredited program shall admit only a-stadent an 1nd1V1dual who demonstrates the ablllty to sat-
isfactorily complete the prescribed training through:
1. Initial interviews,
2. Letter of recommendations,
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3. High SeheolDiplema school diploma, er-a-General Edueational Developmenttest certificate of high school equiv-

alency, or completion of a secondary education in a home school setting that complies with all state law;
4. Official educational transcripts; or
5. Other requirements established by the institutien licensee.

R4-39-307. Placement
If e

tont a licensee offering a non-accredited program offers

placement services to a student the fel-lowrng—requrremeﬂts llcensee shall apply:
The-institution—shall-maintain Maintain evidence of a student referral for job placement and-shall-+nehade that

includes the following information:

a. The name of the student referred-,

b. The name of the prospective employer:,
c. Result of referral-, and

d. Final placement or other drsposltlon-

Prepare a student for placement

by 1nstruct1ng the student in:

a. Instruetingthestudentinresame Resume preparation and interviewing procedures,z
b. Instruetingthe-studentin-the-apprepriate Appropriate dress and personal grooming;, and
c. Instruetingthestudentin-eonduet Conduct on the job:;

3. A Ensure that a student or graduate understands that a list of potential employers given to & the student or-graduate

by the institutionshallnet-be-considered licensee is not a referral or offer of placement:; and
4. Eaeh Ensure that each student application shall-eontain-a-diselaimer bythe-institutien clearly indicates that job
placement is not guaranteed to a graduate or student.

R4-39- 308 Tu1t10n, Prlcmg, and Refund Pollc1es

astitation licensee offering a non-accredited program may charge
students enrolled in the same program dlfferent tuition and student fees, only:
1. FEeHewingapublished After publishing notice of a program price change to be effective ena-speeified-date for all
students enrolling in the program or starting classes on or after the a specified date;
For students who have chosen to modify programs or services so that a tuition reduction is warranted;
For students requiring additional services or otherwise incurring additional charges; e
For students who are eligible for tuition reductions associated with payment schedules, financing options, or educa-
tional loans;
4-5. For students meeting tuition discount eligibility requirements in subsection (B); ane or
5:6. For students receiving tuition scholarships under subsection (C).
B. A persen-eperating-aticensedprivate-non-acereditedinstitution licensee offering a non-accredited program that offers a
tuition diseeunts discount shall:
1. Publish in the institation’s licensee’s catalog, required under R4-39-301, allowable tuition discounts and student eli-
gibility requirements for allewable each tuition diseeunts discount, including tuition discounts for students:
a. Enrolling as part of a group,
b. Who are similarly situated, or
c. Enrolling under the same program sehedule or course schedule; and
2. Make tuition discounts available to all students who meet eligibility requirements.
C. A person-operating-aticensed private-non-acereditedinstitution licensee offering a non-accredited program that offers a

full or partial tuition sehetarships scholarship shall:
Publish in the institutien’s institution’s catalog, required under R4-39-301, available tuition scholarships and stu-

dent eligibility requirements for available each tuition sehelarships scholarship, including terms, conditions, appli-
cation procedures, deadline dates, basis for selection, range of award amounts, and aggregate award amounts; and

2. Objectively evaluate all applicants for tuition scholarships, and award tuition scholarships only to students who
meet eligibility requirements.

D. A persen-operating-alicensedprivate non-aceredited-institution licensee offering a non-accredited program that offers a

full or partial educational leans loan shall:

1. Publish in the institation’s licensee’s catalog, required under R4-39-301, available full or partial educational loans
and student eligibility requirements for available each full or partial educational leans loan, including terms, condi-
tions, application procedures, deadline dates, range of loan amounts, aggregate loan amounts, interest rates, and
loan repayment requirements;

2. Make the full or partial educational loans available to all students who meet eligibility requirements; and

3. Offer and admrnrster the full or partral educatronal loans as required under R4-39-406.

A a licensee offering a non-accredited program that offers

&> @

payment schedules or ﬁnancrng optlons shall
1. Publish in the institutien’s licensee’s catalog, required under R4-39-301, payment schedules and financing options

and student eligibility requirements for each payment sehedules schedule and financing eptiens option, including
terms and conditions, application procedures, interest rates, and monthly payments; and
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2. Make the payment schedules and financing options available to all students who meet eligibility requirements.

F. A-persen-eperating-alicensed privatenon-acereditedinstitation licensee offering a non-accredited program:

1. Shall not require a prospective student to make a non-refundable payment until the prospective student signs an
enrollment agreement and is accepted for enrollment, and
2. Shall ensure that a prospective student understands the prospective student’s rights under R4-39-404.

G. A persen-eperating-alicensed private non-aceredited-institution licensee offering a non-accredited program shall have a

refund policy that:

1. Is-applieable Applies to all students, and

2. Meets the requirements in R4-39-404-, and

3. Is described using identical language in both the catalog that is required under R4-39-301 and the student enroll-
ment agreement that is required under R4-39-104 and meets the standards at R4-39-401.

H. A persen-operating-a-tieensed private-non-aceredited-institution licensee offering a non-accredited program shall ensure
that all student tuition, student fees, tuition reductions, tuitien discounts, taitien and scholarships, educational loans,
payment schedules, financing options, and refund policies applicable to a student are:

1. Fully disclosed in writing on a student’s enrollment agreement or applicable financial documents;

2. Consistent with information in the institatien’s licensee’s catalog, required under R4-39-301, and #1 any brochures,
promotional materials, or advertisements provided to or intended for students or potential students; and

3. Authorized pursuant-te under this Section.

I. A persen-eperating-alicensed private non-acereditedinstitation licensee offering a non-accredited program shall:

1. Charge a student tuition and student fees as identified in writing on a student’s enrollment agreement or applicable
financial documents;

2. Collect tuition and student fees from a student according to a payment schedule or financing option identified in
writing on a student’s enrollment agreement or applicable financial documents; and

3. Refund tuition and student fees charged to a student according to the refund policy identified in writing on a stu-
dent’s enrollment agreement or applicable financial documents.

ARTICLE 4. OPERATION OF ALL LICENSED INSTITUTIONS

R4-39-401. Student Records

A. For students enrolled after the effective date of this Section, a licensee shall maintain records required under this Section
in electronic form. The licensee shall ensure that the electronic records are not in a proprietary format and are easily

searchable by student.
A=B.An-institation A licensee shall maintain a complete, and accurate, and permanent reeerds record for each student ever

enrolled. eurrentty-enreted ineluding The licensee shall ensure that the student record includes the following:
1. An enrollment agreement containing, but not limited to, the following information:

a. Name and address of student;

b. Cemmeneementdate-of Date the program begins;

e Tideofd thin 4] ,

é-c. Total clock and or credit hours of the program;

e-d. Payment schedule and total cost to the student;

fe. Refund policy of the institation licensee;

&f. A statement indicating that the individual signing the agreement has read and understands all aspects of the
agreement;

k-g. The notice required under helderin-due-courserule-as-definedin ARS—§47-3302 16 CFR 433;
+h. A diselaimer clear statement by the msﬁ%&&eﬁ 11censee that %‘eb—pl-aeemeﬁt—rs the licensee does not guaranteed

guarantee:
i. Job Dlacement to graduates when the pro,qram is comolete or

ii. Credlts or coursework w111 transfer to another school, college or unrversrtV

S&}deﬁt—&ﬂd If the licensee requlres arbltratlon as part of the student grievance Drocedure the followmg state-

ment: Arbitration of a student grievance is required. Arbitration will take place at a location reasonably conve-
nient for both parties giving due consideration to the student’s ability to travel and other pertinent
circumstances. Both parties will attempt to have proceedings take place within a reasonable time and without
undue delay. The arbitration proceedings will follow the spirit if not the letter of the consumer due process pro-
tocol of the American Arbitration Association. The protocol includes but is not limited to a fundamentally fair
process; an independent and impartial, competent, and qualified arbitrator; independent administration of the
arbitration; reasonable cost; right to representation; and possibility of mediation. Arbitration does not preclude
other avenues of recourse, including but not limited to possible relief in small claims courts, unless and until
the arbitration result is made binding. Arbitration of a student grievance does not preclude the student from

seeking a remedy from the Arizona Board of Private Postsecondary Education;
kj. A eaneellation notice in-aceordanee-with-Federal Trade-Commission(FFC)regulatiens: of the right to cancel

the enrollment agreement within three days by complying with R4-39-404(A); and

December 11, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 50 3139



Arizona Administrative REGISTER Notices of Proposed Rulemaking _{_

Ek. Signature of the student and an official of the institatien licensee;
Copy of the entrance exam, if applicable;

A transcript;

Grades received, where applicable;

Student attendance information;

Counsehng records and

Skl ety

Al A record of all obhgatlons 1ncurred and all funds pald by or on behalf of the student t0 the institation licensee.

C. A licensee shall maintain financial aid records for each student for the length of time required by the DE.

B:-D.An-institution A licensee shall make student records available and readily accessible for use and review by an autho-
rized effieials official of the institation-and licensee or authorized representatives representative of the Board.

EE. An-institution A licensee that gives credit toward a course based upen-prier on job experience, training, or life experi-
ence shall record that credit in the institution’srecerds—relatingto-the student-and—in—the student’s official transcript,
which is part of the student record required under subsection (B). and-ist The licensee shall ensure the student’s official

ranscrlpt shows the portion of the course for Wthh the student 1s glven credrt based on ]ob experrence, tralnmg, or life

l l *

B-E.In addition to the information required under subsections (A); (B), and (E);an-institutien (E), a licensee shall include the
following information, as applicable, in the record of a student who graduates:
L 2 .

Classrankupen-graduating~where-applieable:
2:1. Job placement provided, where-apphieable: and

3.2. Place of employment and beginning salary after graduation;-where-applicable.
G. A licensee shall ensure that records required under this Section:

1. Whether in paper or electronic form, are maintained securely and protected against damage or loss from fire, water,
theft, tampering, or other harm;

2. Are maintained in perpetuity or submitted to the Board under R4-39-402; and
3. Are made available and readily accessible for use and review by an authorized representative of the Board.

R4-39-402. Preservation of Records

A. No more than 15 ealendar days after a licensee ceases operation, the licensee shall submit to the Board a legible eepies
copy of all student records required in R4-39-401. The licensee shall submit the student records in electronic form if the
records exist in electronic form. The licensee shall ensure that records in electronic form are in a non-proprietary format.

B. After a licensee submits records to the Board as required under subsection (A), the Board shall retain for each student

the enrollment agreement, transcript, account ledger card, and a copy of the diploma or degree conferred. The Board

shall retain these records according to the retention schedule approved by the Arizona State Library, Archives, and Pub-
lic Records.

R4-39-403.  Student Complaint Procedures

A. Ifastudent has a complaint against a lieensed-institation erprogram licensee and exhausts all available grievance proce-
dures, including all appeals, established by the institutien licensee, the student may file a written complaint with the
Board. A The student shall ensure that the complaint-must-be is filed within three-years-of two years after the latest of
the following. The date on which the student:
1. student’slast date-ofattendance Last attended the licensee;
2. Completed the licensee’s grievance procedure, including all appeals; or
3

Is able to demonstrate that the lrcensee farled to follow the hcensee s grrevance Drocedure

B.
under subsectlon (A) shall
1. Use a form that is available from the Board,
2. Siegn the form and attest that all information provided is true and correct, and
3. Attach to the form documentation that supports the allegations on which the complaint is based.
C. The Board shall not accept an anonymous complaint. An individual, whether a student or non-student, who files a com-

plaint may request to remain anonymous to the licensee if the individual believes the complaint may result in adverse
action towards the individual. The Board cannot, however, guarantee that disclosure of the individual’s identity will not

occur in the process of honoring the licensee’s due process rights.

D. The Board shall not accept a complaint regarding a grade dispute or the licensee’s employment practices or compliance
with the Americans with Disabilities Act.

GE. After areview-of the-student-complaint; the ComplaintCommittee-shall: complaint committee authorized under A.R.S.

§ 32-3052(D) reviews the complaint and the results of the staff investigation of the complaint, the complaint committee
shall take one of the actrons deﬁned under A R.S. § 32 30521E) .
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E. Ifanon- student has a complalnt agalnst a hcensee, the non- student may file a ertten complarnt with the Board. The

non-student complainant shall ensure that the complaint is filed within one year from the date on which the event com-
plained about occurred.

G. Subsections (B) through (E) apply to non-student complaints.

R4-39-404. Tuition Refund Policy

A. A licensee shall allow a student or prospective student to cancel an enrollment agreement with the licensee if the student
or prospective student submits a written notice of cancellation to the licensee within three days, excluding Saturday,
Sunday, and state and federal holidays, of signing the enrollment agreement.

B. No later than 30 calendar days after a licensee receives a written notice of cancellation described in subsection (A), the
licensee shall provide to the student or te the person whe that paid the student’s tuition and student fees a refund of 100
percent of all student fees and tuition paid fer-the-student.

C. A persen-operating-alicensed-private-aceredited-institution licensee offering an accredited program shall develop and

implement policies and procedures for cancellations and tuition refunds that:

Are published in the institation catalog that meets the accreditation standards established by each accrediting

agency named in R4-39-103(D)(3) and the enrollment agreement required under R4-39-401;

2. Are applicable to all students; and

3. Comply with:

a. Accreditation standards established by each accrediting agency named under R4-39-103(D)(3) or (F)(1)(a);
and

b. United-States Department-efEdueation DE requirements governing each federal student financial aid program
n&med in the agreement under R4 39 103(D)(6) or (F)(l)(b)

pe rg—a—teen v astitetion licensee offering a non-accredited program shall
develop and 1mp1ement policies and procedures for cancellations and tuition refunds that:

1. Are published in the institution catalog required under R4-39-301 ef and enrollment agreement required under R4-
39-401;

2. Are applicable to all students;

3. Establish Are based on an established time perteds period for each program that:

a. Have Has a prescribed student tuition obligation and tuition refund calculation; and
b. DBe Does not exceed the full length of the program or one calendar year, whichever is less;

4. Allow aninstitatien the licensee to retain an administrative fee or registration fee not to exceed $200.00 if the fee is
published in the institutien catalog required under R4-39-301 er—centained—in—the and enrollment agreement
required under R4-39-401;

5. Provide fer the following refunds for a student who withdraws from or is terminated by aninstitutien the licensee:
a. Before beginning classes in a time period, a refund of 100 percent of the tuition charges for the time period;

b. If 10 percent or less of the time period used under subsection (D)(3) has expired, a refund of at least 90 percent
of the tuition charges for the time period;

c. Ifmore than 10 percent but less than or equal to 20 percent of the time period used under subsection (D)(3) has
expired, a refund of at least 80 percent of the tuition charges for the time period;

d. If more than 20 percent but less than or equal to 30 percent of the time period used under subsection (D)(3) has
expired, a refund of at least 70 percent of the tuition charges for the time period,

e. If more than 30 percent but less than or equal to 40 percent of the time period used under subsection (D)(3) has
expired, a refund of at least 60 percent of the tuition charges for the time period,

f.  If more than 40 percent but less than or equal to 50 percent of the time period used under subsection (D)(3) has
expired, a refund of at least 50 percent of the tuition charges for the time period; and

g. If more than 50 percent of the time period used under subsection (D)(3) has expired, no refund or a refund in an
amount determined by the institatien licensee.

E. When calculating refunds a refund under subsection (D)(5), an-institution a licensee offering a non-accredited program
shall:

1. Use the last date of attendance as the date of withdrawal or termination to determine the percentage of time in the
program that expired;

2. Determine that a student has withdrawn from an institution if the student has not attended any class for 30 consecu-
tive scheduled class days; and

3. Base Using the date established under subsection (E)(1). base the percentage of the time peried expired on either
the-time clock hours elapsed #r-the time for a program measured in clock hours perted or er the number of semes-
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S S ; completed-in-the-timeperted days elapsed since the start of the period estab-
lished under subsection (D)(3).

F. A licensee offering a non-accredited program is exempt from the requirement in subsection (D)(5), #the regarding
refunding tuition and fees, for a program that:
1. Is less than 66 50 clock hours;
2. Has a total cost of less than $1000, and
3. Is provided by a private non-accredited vocational institution or a private non-accredited degree-granting institu-
tion.

R4-39-4Q5. Student—]:e&ns—aﬂd—F-ﬁmﬁem-lﬂd Repealed

R4-39-406.  Clesure-ofantnstitution-or-Cessation-of Ceasing to Operate or to Offer a Program; Teach-out Plan
A. Atleast 60 days before a licensee ceases to operate or to offer a program in which a student is enrolled, the licensee shall
determine whether there is another institution able and willing to offer a teach-out program to students enrolled with the
licensee. If another institution is able and willing to offer a teach-out program, the licensee and teach-out institution
shall enter a contract with the following terms:
1. The teach-out institution shall offer each student affected by the licensee ceasing to operate or to offer a program,

an opportunity to resume and complete the program in which the student is enrolled, or a substantially similar pro-
gram, within a reasonable time and same geographic area as the licensee;

2. The teach-out institution shall provide each affected student with timely notice of the availability of the teach-out
program including information about differences between the teach-out program and the program in which the stu-
dent is enrolled with the licensee;

3. The teach-out institution shall advertise the availability of the teach-out program;

4. The teach-out institution shall provide equitable treatment to the students in the teach-out program;

5. The teach-out institution shall not alter the mission or operations of the teach-out institution for currently enrolled
students; and

6. The teach-out institution shall affirm the institution has the capacity to provide teach-out students with all instruc-

tion and services the teach-out students contracted for but did not receive from the licensee.
At least 60 days before a licensee ceases to operate or to offer a program in which a student is enrolled, the licensee shall
submit for review by the Board a teach-out plan that includes the following:
A list of all students who will be affected by the licensee ceasing to operate or to offer a program,
For each student identified under subsection (B)(1):
a. Name of program in which the student is participating, and
b. Estimated graduation date; and
Whether the teach out will occur at the licensee, a teach-out institution with which the licensee has a contract under
subsection (A), or a combination of the licensee and teach-out institution. If the teach out will occur, in whole or in
part, at a teach-out institution:

=

[ |—

[»

a. Whether the teach-out institution will use faculty of the licensee to complete the teach out;

b. Whether the degree, diploma, or certificate awarded on completion of the teach-out program will be awarded
by the licensee or the teach-out institution;

c. Whether students who are enrolled but not attending the licensee or those on a leave of absence from the

licensee are entitled to participate in the teach-out program; and
A copy of the contracts, if any, entered under subsection (A).

AzC.At least 60-—ealendar 30 days before a lieensed-institation licensee eleses; ceases to operate or to offer a program in
which a student is enrolled, or makes an-alternative a teach-out program available to a student enrolled in a program that
the institatien licensee will cease to operate offer, the lieensedinstitution licensee shall provide written notice of the-ele-
sure;-eessationof ceasing to operate or to offer the program, or availability of the alternative teach-out program to:

1. Each enrolled student affected by the licensee’s decision to cease to operate or to offer a #the program that-the
institution-will-eease-to eperate, and
2. The Board.
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B-D.Except as provided in subsections ¢€} (E) and (B} (F), no later than 30 eatendar days after a Heensed-institution licensee
eloses-or ceases to operate or to offer a program in which a student is enrolled, the lieensed-institation licensee shall pro-
vide a refund of 100 percent of alt student fees and tuition paid by & the student or other funding source on behalf of the
student.

&E.The refund requirement in subsection B)}(D) does not apply if a student enrolled in a licensed-institation licensee that
e}eses ceases to operat orina program that the heeﬂsed—rﬂs&tuﬁeﬂ llcensee ceases to epera{e offer eheeses—m—w&tmg—te

ransfers to another 1nst1tut10n and receives tramrng or academrc credlt comparable to the trarmng or academlc credr
that the student would have received if the licensee had not ceased to operate or to offer the program.

B-F.The refund requirement in subsection (B}(D) does not apply if a licensed-institution licensee that ceases to eperate offer

a program in which a student is enrolled provides the student an alternative program that is equivalent to the program no
longer operated offered, as determined by the Board, in:

Program content;

Program length and schedule;

Tuition, student fees, payment schedules, and financing options;

Accreditation status, if applicable;

Award of credentials;

Instruction and equipment;

Placement assistance and student services, if applicable; and

Facilities.

902 9 B 1

E—G.Thls Section applies to a lieensed-institation licensee regardless of whether the licensee is at fault in the closure of the

licensee or the cessation of a program is-the-fault-of the licensed-nstitution.

R4-39-407. Use of Terms

A.

B.

@

D.

Except as provided in subsection (B), only an accredited, degree-granting licensee may use the term “university” or any
other name or title in literature, catalogs, pamphlets, or other materials made available to the public that implies or
would lead a reasonable person to believe the licensee is an institution of higher education or grants educational creden-
tials, academic credit, or professional degrees.
A licensee may use the term “university” in its name if the licensee:
1. Offers at least one program leading to a post-baccalaureate or higher degree and is regionally or nationally accred-
ited by a DE-recognized accrediting agency;
2. Was licensed in this state and used the term “university” in its name before the effective date of this Section; and
3. Is chartered or licensed in another state using the term “university” in its name.
A licensee may use terms such as “certified,” “master,” and “professional” in a program title, advertising, and student
materials if a student is designated as “certified,” “master,” or “professional” only:
1. After the student completes the program and passes an examination that requires a showing of proficiency or abil-
ity
2. If'the designation is:
a. Conferred by a nationally recognized industry-related organization;

b. Conferred by an industry-related board or commission that is statutorily created; or
c. A commonly accepted industry practice; and

3. Ifthe diploma to be issued from a program is submitted to the Board for review before the program is offered.
A licensee shall not use the term “master’s” in the title of a vocational program.

R4-39-408. Transfer of Credit

A.

B.

A licensee may accept credit that a student earned for a course completed at another postsecondary education institution

if the licensee determines that the course is comparable in scope and content to a course offered by the licensee.
A licensee that intends to allow a student to transfer credit from another postsecondary education institution to the

licensee shall establish a transfer policy that:
1. Is based on appropriate criteria such as:

Comparability in scope and content,

Applicability to the program into which transfer is requested,

Competencies achieved in the course for which credit is to be transferred and whether the competencies align
with the program into which transfer is requested,

Preparedness of the student at the time of transfer,

Age of the credit to be transferred, and

Grade earned in the course to be transferred;

Is not based solely on whether the postsecondary education institution or program from which credit is to be trans-
ferred is accredited and if accredited. the accrediting agency:

Requires that at least 25 percent of the credit required to complete a non-degree or undergraduate program be
obtained from the licensee:

Requires that more than 50 percent of the credit required to complete a graduate degree program be obtained from
the licensee;

Is applied in a systematic and consistent manner; and
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6. Is published in the catalog required under R4-39-103(D)(9) or R4-39-301. as applicable.
C. A licensee that has a transfer policy as described under subsection (B) shall place in a student’s record a copy of the

transcript from the postsecondary education institution from which a transfer of credit is sought.
ARTICLE 5. INVESTIGATIONS; ANB HEARING PROCEDURES; AND ASSESSING COSTS

R4-39-501.  Investigations

A. The Board shall investigate any sworn complaint against a person or entity alleging violation of A.R.S. § 32-3001 et
seq. or this Chapter. For purposes of this Section, “investigated party” means an entity or person whe that is the subject
of a Board investigation.

B. Board staff may request production of records or information from an investigated party or complainant, e¢ and request
an interview with an employee or agent of the investigated party. The investigated party may file written objections with
the Board te regarding the Board’s request for production of records or information or an interview within 15 days ef
after receipt of the request. Unless the investigated party timely files an objection to the Board’s request, the investi-
gated party shall aetfatlte produce the requested documents or information er-attempt-te and make avalablefor-an
terview an employee or agent of the investigated party available for interview by the Board. Board staff shall attempt
to informatly resolve ebjeetions informally an objection to requests a request for documents, information, or an inter-
view. If no resolution is reached, the Board shall hear and decide the matter

C. The Board shall not disclose documents and materials relating to an investigated matter except to the investigated party,
until the matter is closed, settled by stipulation, or set for hearing under Title 41, Chapter 6, Article 10.

When an investigation is complete, the matter shall be referred to the Board’s Complaint Com-
mittee for consideration.
After con31derat10n of the matter mvestlgated the Complalnt Commlttee may take t-he—fel-}eﬁ&ng—ae&eﬂs—

hez"ﬂamg Complamt Commlttee refers the matter to the Board, the Board shall assess the mformatron prov1ded and tak
any of the actions authorized under A.R.S. § 32-3052((F) through (J).

R4-39-502.  Hearings
A. Al The Board shall ensure that all hearings shall-be are conducted before the Board or an administrative law judge
under A.R.S. Title 41, Chapter 6, Article 10.
1. Parties may stipulate to any facts that are not in dispute. A stipulation may be made in writing or orally by reading
the stipulation into the record of the hearing. A stipulation is binding #pesr on the parties unless the Board grants a
party permission to withdraw from the stipulation. The Board may, on its own motion, set aside a stipulation and
proceed to ascertain the facts.
2. The Board may, on its own motion or at the request of a party, call a conference of the parties at-the-epening-efa
hearing-or at any subsequent time to clarify the procedures for the hearing or the legal or factual issues involved.
3. By order of the Board, proceedings involving a common question of law or fact may be consolidated for hearing of
any or all of the matters at issue.
B. If, after proper notice, a licensee fails to appear at any proceeding before the Board, the Board may render a decision

based #pen on the evidence and information available to the Board.
C. The decision of the Board is a final administrative decision under A.R.S. § 41-1092.08(F).

R4-39-503.  Rehearing or Review of Board’s Decision
A. The Board shall provide for a rehearing and review of its decisions under A.R.S. Title 41, Chapter 6, Article 10 and the

rules established by the Office of Administrative Hearings.
B. Except as provided in subsection (J), a party is required to file a motion for rehearing or review of a Board decision to

exhaust the party’s administrative remedies.

A=C.Any party aggrieved by a final administrative decision of the Board may file with the Board no later than 30 days after
service of the decision, a written motion for rehearing or review of the decrslon spec1fymg the partlcular grounds for the
rehearing or review as provided in subsection €€} (E). A-re o b

B-D.A motion for rehearing or review may be amended at any time before #is-raled-enby the Board rules on the motion. A
response may be filed by any other party within 15 days after filing-ef a motion or amended motion is filed. The Board
may require the—filing-of that written briefs be filed on the issues raised in the motion and may provide for oral argu-
ment.

&:E.The Board shall grant a rehearing or review of a decision for any of the following reasons that materially affect the mov-
ing party’s rights:
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1. Irregularity in the administrative proceedings efthe Board-orthe-administrativelawjadge or any order or abuse of
discretion that deprives deprived the moving party of a fair hearing;

2. Misconduct of the Board, the administrative law judge, or the prevailing party;

3. Accident or surprise that could not have been prevented by ordinary prudence;

4. Newly discovered material evidence that could not, with reasonable diligence, have been discovered and produced
at the original hearing;

5. An excessive or insufficient penalty;

6. Error in the admission or rejection of evidence or other error of law occurring at the administrative hearing;

7. The Board’s decision is the result of passion or prejudice; or

7-8. The findings of fact or decision is not justified by the evidence or is contrary to law.

E.  The Board may affirm or modify a decision or grant a rehearing to all or any of the parties on all or part of the issues for
any of the reasons in subsection (E). The Board shall specify the particular grounds for any order modifying a decision
or granting a rehearing.

B-G.After No later than 10 days after the date of a decision and after giving the parties or their counsel notice and an oppor-
tunity to be heard en-the-matter, the Board may grant a rehearing or review on its own initiative for any reason for which

it might have granted relief on motion of a party. The Board may grant a motion for rehearing or review, timely served,

for a reason not stated in the motlon A rehearing or review shall cover only those matters spe01ﬁed in the Board s order.

en-whieh-itis-granted
FH.When a motion for rehearing or review is based upen on affidavits, the affidavits shall be filed and served with the
motron An opposmg party may, w1th1n 15 days after service, ﬁle and serve opposmg afﬁdav1ts T—he—Beard—may—extend

=

If a rehearing is granted, the Board shall hold the rehearing within 60 days after the date on the order granting the

rehearing.
J. Ifthe Board makes a specific finding that a particular decision needs to be effective immediately to preserve the public

peace, health, or safety and that a review or rehearing of the decision is impracticable, unnecessary, or contrary to the
public interest, the Board shall issue the decision as a final decision without an opportunity for rehearing or review.

R4-39-504. Assessing Costs
As authorized under A.R.S. § 32-3052(M), the Board may assess a person that is determined to have violated any provision
of A.R.S. Title 32, Chapter 30 and this Chapter the Board’s reasonable costs and expenses, including attorney fees, incurred

in conducting an investigation, informal interview, committee or Board meetings, or administrative hearing.
ARTICLE 6. STUDENT TUITION RECOVERY FUND

R4-39-601. Submission of Assessments

A. Before Juty30 September 30 of each year, the Board shall netify-tn-writing-an-nstitation provide written notice to each
licensee specified in A.R.S. § 32-3072(B) # from which an assessment, as defined in A.R.S. § 32-3071(1), is due. The
Board shall send the notice shall-besent by certified mail and shall-eentain ensure that the notice specifies the amount of
the assessment, the date the-payment-ef the assessment is due, and the-penalty for fatlare failing to pay the assessment
timely. As authorized by A.R.S. § 32-3072(B), the Board shall determine assessed-fees the amount of the assessment as
follows:

1. The assessment for aninstitationtieensed-under A-R-STFitle 32, Chapter30 a licensee seeking renewal of a regular

or provisional license shall be based on the number of newly enrolled students for the 12-month period identified on
the license renewal application required under R4-39-108 or R4-39-107(D).

2. The assessment for a new institutionteensed-under AR-S—TFitle 32,-Chapter30 licensee shall be based on the num-

ber of newly enrolled students durlng the fiscal year endlng June 30.

endingJune30-

B. ©On Using data available on June 30 efeaech-year, the Board shall determine annually the amount of funds in the Student
Tuition Recovery Fund (“Fund”). If the Fund balance exceeds $500,000, the Board shall require an assessment only
from a new—msﬁt&ﬁen—tha&m—he%sed—eﬁmmsﬁﬁm%&pm%eﬂa%y—heaﬁed licensee that was newly or provi-

sionally licensed during the fiscal year that ended on June 30

C. If aninstitution a licensee disputes the amount of the an assessment fer-an-institation, the Board shall place the matter

on the agenda for a public meeting. The Beard-mayrequire-that-the-institution-whese licensee disputing an assessment is

disputed shall be prepared to:
1. Submit additienal information or documents

why the assessment is believed to be incorrect; and
2. Have a representative present to address the Board atthe-publie-meeting.

R4-39-602.  Claims
A. The Board shall investigate a claim against the Fund and find:
1. The claim is valid if:

showing
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a. Student educational records confirm that the claim is filed by a person injured as defined in A.R.S. § 32-
307167 (6); and
b. The claim is filed within one year after the elosed-institation-ceases-eperation licensee ceased operations;
2. The claim is invalid because:
a. AsspeetfiedinARS$32-3075(8) It is filed more than one year after the licensee ceased operations;
b. Bee&use—a—s%udeﬂt—paiﬂexpa%es The claimant is p_artlmpatlng ina —teﬂeh-eﬁti teach out As—used—m—%h&s—subsee—

nstitation; or

c. DBeeause-astudentfroma-closedinstitution The claimant voluntarily transfers transferred to another institution
and reeeives received different training for the same or an-additional greater cost frem what-the-student than
was paid at-the-elosed-institution to the licensee that ceased operations.

B. If the Board finds a claim te-be is valid, the Board shall determine the amount and the party to be paid as follows:

1. The claim payment shall include only the actual amount of tuition and student fees paid in cash or with a student
loan. The Board shall not make a claim payment for a grant, scholarship, or debt owed to another state, local, or
federal governmental agency.

2. A claim payment shall be made first to the-stadentlean a student-loan holder for the amount owed on the loan, and
then to the student or the-parent other person for the amount already paid on the student loan or cash payments.

The Board shall pay a valid claim within 120 days efthe-date-ef after the public meeting at which the claim is consid-

ered.

A claimant who is not satisfied with the Board’s decision on a claim may file a motion for hearing as allowed under
A.R.S. Title 41, Chapter 6, Article 10.

R4-39-603.  Student Record Requests

A. The Board shall maintain the student records of a elosed-institutionticensed-tnder ARS—Fitle 32-Chapter 30 fora
peﬁed—ef—Zé—ye&fs licensee that ceases operations as specified in R4-39-402(B). For purposes of this Section, “student
records” has the same meaning as in R4-39-401.

B. The Board shall provide the student records of a student who attended a elesed-institutionticensedunder A-R-S—TFitle
32—Gh&pter%9 licensee that ceased operations, if the following are submitted:

Name and social security number of the student;

Name of the elesed-institution licensee that ceased operations;

Student name used while attending the elesed-institutien licensee that ceased operations;

Identification of the student record requested;

Name and address of the party to whom the student record is to be mailed;

Stadentsignature Signature of the student whose record is requested or eepy-of a signed student record release form

signed by the student whose record is requested and authorizing a third party to obtain the student record, if applica-

ble; and

7. $10 for processing fee the request and 25 cents per page for copying eharge.

NOTICE OF PROPOSED RULEMAKING
TITLE 19. ALCOHOL, HORSE AND DOG RACING, LOTTERY, AND GAMING

.ON.U':PP’!"_‘

CHAPTER 3. ARIZONA STATE LOTTERY COMMISSION

[R15-181]
PREAMBLE
1. Article, Part, or Section Affected (as applicable) Rulemaking Action
R19-3-201 Amend
R19-3-202 Amend
R19-3-202.01 Amend
R19-3-202.03 Amend
R19-3-202.04 Amend
R19-3-204 Amend
R19-3-204.02 Amend
R19-3-205 Amend
R19-3-210 Amend
R19-3-211 Amend
R19-3-214 Amend
R19-3-217 Amend
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Citations to the agency’s statutory rulemaking authority to include the authorizing statute (general) and the

implementing statute (specific):

Authorizing statute: A.R.S. § 5-554(B)
Implementing statute: A.R.S. §§ 5-554(H) and 5-562

Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain to the record of
the proposed rules:

Notice of Rulemaking Docket Opening: 21 A.A.R. 972, July 3, 2015

The agency’s contact person who can answer questions about the rulemaking:

Name: Eric Borg, Director of Operations

Address: Arizona State Lottery
4740 E. University Drive
Phoenix, AZ 85034

Telephone: (480) 921-4463

Fax: (480) 921-4488

E-mail: EBorg@azlottery.gov
or

Name: Pam DiNunzio

Address: Arizona State Lottery
4740 E. University Drive
Phoenix, AZ 85034

Telephone: (480) 921-4489
Fax: (480) 921-4488
E-mail: pdinunzio@azlottery.gov

An agency’s justification and reason why a rule should be made. amended, repealed or renumbered. to include

an_explanation of the rulemaking:

Article 2, Retailers, prescribes the requirements and procedures for Arizona retail businesses that sell Lottery game
products. The rules are being amended to implement recent changes to Lottery statutes. Laws 2015, Chapter 245
(HB2517) allocates $900,000 to the Internet Crimes Against Children Fund and $100,000 to the Victims’ Rights
Enforcement Fund. These programs will be funded from Lottery proceeds generated by game vending machines in
age-restricted areas. The retailer rules are being amended to address the provisions of Laws 2015, Chapter 245.
Amendments have also been made where necessary to tighten compliance provisions, as well as to improve the
clarity and understandability of the rules.

An exception from the rulemaking moratorium outlined in Executive Order 2015-01 was received from the Gover-
nor’s Office on June 4, 2015.

A reference to any study relevant to the rules that the agency reviewed and proposes either to rely on or not to

rely on in its evaluation of or justification for the rules. where the public may obtain or review each study. all

data underlying each study. and any analysis of each study and other supporting material:

The Lottery used industry reference materials to gauge the sales impact of offering Lottery games in age-restricted
areas. The Lottery referenced LaFleur’s World Almanac as a source for industry comparisons. This publication
tracks, among other data, sales performance by product across all lottery jurisdictions. This information is available
for review at the Lottery’s Phoenix office. The Lottery also reviewed liquor license data available from the Arizona
Department of Liquor Licenses and Control.

A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will
diminish a previous grant of authority of a political subdivision of this state:

Not applicable

The preliminary summary of the economic, small business, and consumer impact:

1. Identification of the proposed rulemaking.

The rules for Article 2, Retailers, describe various requirements and procedures for retail businesses that sell Lot-
tery game products. The rules explain common retailer provisions such as: licensure requirements; retailer conduct
including the revocation or suspension of retailer licenses; ticket sales and prize redemptions; retailer compensa-
tion; hearing procedures; stolen ticket procedures; and Lottery-conducted compliance investigations. The rules are
being amended to include the provisions of Laws 2015, Chapter 245, relating to Lottery vending machine sales
located in age-restricted areas. As a result of this legislation, the Lottery is required to transfer $900,000 to the
Internet Crimes Against Children Enforcement Fund (ICACF) and $100,000 to the Victims’ Rights Enforcement
Fund (VREF). This rulemaking makes the revisions necessary to implement this statutory change. The rulemaking
also strengthens certain compliance provisions to better protect the integrity of the Lottery. The Governor’s Office
approved an exception from the rulemaking moratorium on June 4, 2015.
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a. The conduct and its frequency of occurrence that the rule is designed to change: There is no specific conduct this
rulemaking is designed to change. The intent is to provide a stable funding source for two new programs: Internet

Crimes Against Children Enforcement Fund and Victims’ Rights Enforcement Fund.

b. The harm resulting from the conduct the rule is designed to change and the likelihood it will continue to occur if

the rule is not changed:
The harm without this rulemaking is that Lottery retailer rules will be inconsistent with procedures the Lottery must

put into effect to implement new statutory provisions. Discrepancies in procedures will exist, detracting from clar-
ity and creating confusion for retailers.

c. The estimated change in frequency of the targeted conduct expected from the rule change:
Not applicable. There is no specific targeted conduct prompting the rule amendments.

2. Persons who will be directly affected by, bear the costs of, or directly benefit from the proposed rulemaking.
The Lottery anticipates this rulemaking will primarily impact the agency and Lottery retailers.

3. Cost-benefit Analysis:

a. Probable costs and benefits to the implementing agency and other agencies directly affected by the implemen-
tation and enforcement of the proposed rulemaking, including the number of new full-time employees necessary
to implement and enforce the proposed rules.

As a result of HB2517 that was passed in the 2015 Legislative Session, $1 million from proceeds generated by
game vending machines located in age-restricted areas (such as bars) will be transferred to ICACF and VREF. Lot-
tery tickets have not historically been sold in this type of retail environment. To accomplish this objective, the Lot-
tery plans to recruit businesses that hold a series 6 (bar) or 14 (private club) liquor license from the Arizona
Department of Liquor Licenses and Control. Preliminary estimates indicate the Lottery may license about 130-140
new retailers under the age-restricted category that will generate approximately $30,000 per retailer, or $4 million
annually. This would translate into approximately $1 million in transfers.

Costs to the Lottery related to this rulemaking include application/licensing, product printing/distribution, and
administration expenses associated with compliance and customer service. Retailers pay a license fee that allows
the Lottery to recover costs related to licensing; no fee changes are requested as a result of these rules. Printing and
distribution expenses are included in the agency’s appropriated budget allocation for ticket printing services. Unlike
traditional retailers, age-restricted retailers will receive no Lottery sales representative support and will not be inte-
grated into the Lottery’s retailer accounting system. Consequently, the Lottery will not incur administrative
accounting costs, sales representative time and travel costs, or on-line vendor contract costs as incurred with full-
product retailers. The Lottery contracts with a distributor to deliver tickets, invoice retailers, and remit payment to
the Lottery. The distributor must also provide the Lottery with routine reports, including inventory status, orders
received, orders shipped, and all related financial information.

The Lottery does anticipate additional personnel expenses in licensing and compliance as a result of this new
retailer category. Increasing the number of retailers has a two-fold effect. First, adding 130-140 new retailers will
impact licensing workload. Under the Governor’s Lean Initiative, the total lead time to issue a license is currently
about 15 days. The ability to continue meeting this time frame is dependent on having adequate staff to process
applications. Secondly, adding 130-140 retailers with liquor licenses will increase the workload for the Investiga-
tions area. Typical responsibilities of this department include retailer compliance monitoring, background checks,
criminal investigations regarding theft of Lottery tickets, and investigations regarding complaints from retailers and
the public. Total investigation cases for the Lottery’s 2900 retailers were 2,242 in FY15 and may increase further
with the addition of a new age-restricted retailer category.

To address the anticipated increase in personnel expenses, the Lottery has requested funding for one additional
licensing specialist and two investigator positions in the FY 17 budget request. The estimated cost is $245,900, with
approximately $65,000 of this amount due to one-time costs for office equipment and vehicles. These costs will be
covered from product revenues generated by age-restricted retailers.

The Lottery benefits from the potential to generate additional revenue for the state from expanding into a new
retailer environment. Preliminary estimates indicate the Lottery could generate about $4 million in sales annually,
which translates into approximately $1 million in transfers to fund ICACF, VREF, and potentially other beneficia-
ries.
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The Lottery also benefits from tightening key compliance provisions. Licensing requirements now require proof of
identification and a guarantor if the premise manager resides outside Arizona as well as clarify that a retailer cannot
use a subcontractor as a means to avoid license revocation. The revised provisions serve to protect the integrity of
the Lottery.

Impact on Other Agencies: The rules have no identifiable impact on other agencies.

FTE Requirements: The Lottery anticipates the need for 3 new positions to implement and enforce the proposed
rules. The Lottery has submitted a formal funding request for a licensing position and two Lottery Investigators in
order to maintain adequate compliance and customer service levels.

b. Probable costs and benefits to a political subdivision of this state directly affected by the implementation and
enforcement of the proposed rulemaking.

This rulemaking will not have any identifiable impact on political subdivisions of the state, other than providing
funding for designated state programs.

c. Probable costs and benefits to businesses directly affected by the proposed rulemaking, including any antici-
pated effect on the revenues or payroll expenditure of employers who are subject to the proposed rulemaking.
Businesses impacted by these rules are qualified retail establishments that apply for a license to sell Lottery prod-
ucts. Lottery retailers are also the only small businesses impacted by this rulemaking. The rules are expected to ben-
efit retailers, both large and small, while having little or no impact on the Lottery’s traditional retailer base.

There are currently about 2900 licensed Lottery retailers. Costs to retailers include application/licensing fees and
any administrative costs associated with selling Lottery products. These costs are recovered by the commission
retailers earn on each sale. Retailers receive a base commission of 6.5% for each transaction. Initial estimates indi-
cate age-restricted retailers as a whole could net $260,000 annually based on 130-140 total retailers and aggregate
annual sales of $4 million. There should be no impact to sales or commissions for the Lottery’s 2900 traditional
retailers since they will not typically be in direct competition with age-restricted retailers. The Lottery generated
$750 million in sales for FY15, which equates to approximately $48.7 million in base game commissions. There are
no additional costs to retailers as a result of this rulemaking and license fees remain unchanged for all license appli-
cants.

Age-restricted businesses that apply for a Lottery license must also possess a valid series 6 or 14 Arizona liquor
license. These are the categories the Lottery has chosen to recruit since they represent the most complementary
match for selling Lottery products. As established by HB2517, sales in age-restricted locations may be conducted
through a ticket vending machine. This benefits retailers who may not always have sufficient personnel resources
available to perform manual sales transactions. All retailers are still required to establish loss prevention policies
and ensure that machines are not operated by anyone under 21 years of age. The placement of machines in age-
restricted locations should facilitate compliance with this rule provision.

The Lottery has added an alternative billing methodology for larger, corporate accounts. These retailers will benefit
from the option to settle amounts owed for instant scratch tickets in a set 21-day time frame. Retailers can also
remain with the existing method of 45 days, or 85% of validations, but the new provision provides a method of
standardizing the payment process for larger retailers that operate across different states.

4. Probable impact on private and public employment in businesses, agencies, and political subdivisions of the
state directly affected by the proposed rulemaking.
This rulemaking is not expected to have any identifiable impact on private and public employment.

5. Probable impact of the rulemaking on small business.

a. Identification of the small businesses subject to the rulemaking.

Small businesses impacted by these rules are also age-restricted retail establishments that choose to apply for a Lot-
tery license. The impact on these businesses should also be positive. Although all retailers will benefit from the
opportunity to earn additional commissions, the financial benefit may be even more important for smaller retailers.
Similarly, the ability to sell Lottery products using a ticket vending machine will benefit all retailers, but should
especially benefit small businesses that are more likely to have limited personnel resources.

b. Administrative and other costs required for compliance with the rulemaking.

Licensing and other administrative costs incurred to comply with application requirements will apply to all busi-
nesses, including small businesses. However, as described earlier, any administrative costs should be offset by com-
missions earned.
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c. A description of methods that may be used to reduce the impact on small businesses and reasons for the
agency’s decision to use or not use each method.
Not applicable to this rulemaking; the rules are expected to have a positive impact on small businesses.

d. Probable cost and benefit to private persons and consumers who are directly affected by the proposed
rulemaking.

There are no direct costs to consumers or the general public associated with this rulemaking. Consumers who are
also Lottery players will potentially benefit from new retail locations offering Lottery products.

6. Probable effect on state revenues.

Revenue generated from retailer license fees are deposited into the Lottery Fund. License fees collected as a result
of this rulemaking are expected to have a neutral impact on state revenues since the fee only allows the Lottery to
recover the cost of providing the service. In FY'15, the Lottery collected $29,100 in license revenue.

A percentage of Lottery game revenue is returned to the state to fund various beneficiary programs as specified in
A.R.S. § 5-572. Preliminary estimates indicate the Lottery could generate approximately $4 million and return
about $1 million to the state annually by selling products in age-restricted establishments. This amount will fund
ICACF and VREF as delineated in HB2517. Any proceeds in excess of these required transfers would be used to
supplement traditional beneficiary transfers. The Lottery returned $176 million to state beneficiaries in FY15.

7. Less intrusive or less costly alternative methods of achieving the purpose of the proposed rulemaking.

The Lottery is unaware of any other less intrusive or less costly methods for achieving the purpose of the rulemak-
ing. Statute now requires the Lottery to support two new programs from game proceeds generated at age-restricted
retailers. To implement this requirement, the Lottery will leverage existing contracts for ticket distribution and
game printing services. These costs can be absorbed within the existing appropriated budget. However, the agency
will require additional licensing and investigator positions in order to maintain adequate customer service levels
and ensure the continued integrity of the Lottery. To the extent feasible, the Lottery will use existing staff in order to
incur the least cost possible to fulfill the new mandate.

8. Description of any data on which the rule is based.
Not applicable to this rulemaking.

9. The agency’s contact person who can answer questions about the economic. small business and consumer impact
statement:
Name: Pam DiNunzio

Address: Arizona State Lottery
4740 E. University Drive
Phoenix, AZ 85034

Telephone: (480) 921-4489
Fax: (480) 921-4488
E-mail: pdinunzio@azlottery.gov

10. The time. place. and nature of the proceedings to make., amend., repeal, or renumber the rules. or if no
proceeding is scheduled. where, when, and how persons may request an oral proceeding on the proposed rules:
Date: January 22,2016
Time: 10:00 a.m.
Location: ~ Arizona Lottery
4740 E. University Drive
Phoenix, AZ 85034

Nature: Oral Proceeding

The close of record is 5:00 p.m. on January 22, 2016 for written comments and the end of the oral proceeding for
verbal comments. Written comments should be directed to the person listed in item 9.

11. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule
or _class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall

respond to the following questions:
No other matters are applicable.
a. Whether the rule requires a permit, whether a general permit is used and if not. the reasons why a general

permit is not used:
The implementing statutes of the Lottery require a licensing process rather than a general permit.

b. Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than federal
law and if so, citation to the statutory authority to exceed the requirements of federal law:
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There is no corresponding federal law that is applicable to the subject matter. The rules are based on state law.

¢. Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitiveness

of business in this state to the impact on business in other states:
No analysis was submitted.

12. Alist of any incorporated by reference material as specified in A.R.S. § 41-1028 and its location in the rules:
None

13. The full text of the rules follows:

TITLE 19. ALCOHOL, HORSE AND DOG RACING, LOTTERY, AND GAMING

CHAPTER 3. ARIZONA STATE LOTTERY COMMISSION

ARTICLE 2. RETAILERS

Section

R19-3-201. Definitions

R19-3-202.  Retailer’s Application for License

R19-3-202.01. Prerequisites to Issue or Renew a License
R19-3-202.03. Denial of License Application

R19-3-202.04. Duration and Renewal of License

R19-3-204. Revocation, Suspension, or Renewal Denial of Retailer’s License
R19-3-204.02. Lottery Determination of Need for Emergency Action
R19-3-205.  Lottery-issued Equipment

R19-3-210. Reportable Events

R19-3-211.  Change of Ownership or Business Location
R19-3-214. Payments to Lottery

R19-3-217. Unaccounted for and Stolen Instant Scratch Tickets

ARTICLE 2. RETAILERS

R19-3-201.  Definitions
In this Article, unless the context otherwise requires:
1. “Act” means A.R.S. Title 5, Chapter 5.1, Article 2.
2. ““Activated” means the process taken by retailers to make a pack of instant scratch tickets valid for sale to the gen-
eral public.
3. “Age-restricted retailer” means a licensed provider of sales and redemptions services for Lottery products that also
holds a series 06 or 14 liquor license issued by the Arizona Department of Liquor Licenses and Control.
3-4.“Chapter” means Arizona Administrative Code, Title 19, Chapter 3.
4-5.“Charitable Organization” means an organization including not more than one auxiliary, to which the United States
Internal Revenue Service has issued a letter of determination of the organization’s tax-exempt status, and the orga-
nization has operated for charitable purposes in Arizona for at least two years.
5:6.“Controlling agent” means a stockholder, director, officer, managerial employee, or other person directly or indi-
rectly controlling or operating the retailer’s business.
6-7.“Controlling person” means a person at least 21 years of age accountable for the Lottery license.
7#.8.“Flare” means the board or placard that accompanies each package of instant tab tickets and that has printed on or
affixed to it the following information:

a. Game name,

b. Serial number,

c. Ticket count,

d. Prize structure, and
e. Cost per play.

8:9.“Instant scratch ticket” means an instant game ticket where the protective covering is made of latex or another sub-
stance that is scratched off.

9:10.“Instant tab ticket” means an instant game ticket where the protective covering is a perforated paper tab that is
opened. Instant tab ticket is the brand name for Arizona Lottery pull tabs.

10-11.“License” means:
a.  “Full product license” means a license to sell the products authorized by the Lottery.
b. “Charitable organization license” means a license issued to a qualified charitable organization to sell only

instant tab tickets.

“Instant tab license” means a license to sell only instant tab tickets.

“Limited license” means a license issued by the Lottery that restricts the type of Lottery products sold, methods

of selling, methods of validating Lottery products, or the type of applicant that qualifies for a Lottery license.
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“Local premlse manager means a person who resides in Arlzona that manages oris respon51ble for the operatlon of
a premise or a number of premises.

“Minor” means an individual under the age of 18.

“On-line ticket” means a ticket purchased through a network of Lottery-authorized equipment linked to a central
computer that records the wagers.

“Partial pack of tickets” means less than a complete pack of consecutively numbered and connected tickets.
“Premise manager” means the contact representative for a specific premise of a business or charitable organization.
“Pull tab” means an instant game ticket where the protective covering is a perforated paper tab that is opened to
reveal the predetermined winning and non-winning symbols.

“Raffle” means the selling of numbered tickets, where each ticket has an equal chance of winning a prize in a ran-
dom drawing held after the completion of all ticket sales.

“Retailer” means a licensed provider of sales and redemptions services for Lottery products. A retailer may hold a
full product license, a charitable organization license, an instant tab license, a limited license, or a combination of
licenses.

“Retailer bonus” means a sum of money credited to the retailer in addition to the retailer commission for specific
actions or efforts in selling or validating Lottery products.

“Retailer commission” means a retailer incentive designed to maximize the sale of Lottery products by establishing
a specific percent of the sales price of each ticket sold as payment for services in selling Lottery tickets.

“Retailer compensation” means all types of cash and noncash compensation to the retailer for selling Lottery tick-
ets.

“Retailer compensation profile” means the written document in which the Lottery Commission authorizes the
Director to issue an order that contains all the fundamentals required by these rules for retailer compensation
including commission, bonus, and incentive compensation to be credited to Lottery retailers.

“Retailer incentive” means cash and non-cash methods to motivate action by the Lottery retailer to stimulate sales.
“Sales benchmark™ means sales objectives established by the Lottery based upon previous performance.

“Ticket” means one or more Lottery game plays.

“Validation” means confirmation of a winning Lottery ticket.

R19-3-202.  Retailer’s Application for License
All applicants shall provide the Director with the following to apply for a license to sell Lottery tickets:

1. A verified application on forms prescribed by the Director containing the followmg information:

a. The applicant’s name, and if different, the trade name of the business premise, address of the physical location
of the place of business, the mailing address if different, and phone number;

b. The applicant’s current transaction privilege tax license number issued under A.R.S. § 42-5005 and federal tax-
payer identification number issued by the Internal Revenue Service and recorded on Form W-9;

c. Certification that access to the applicant’s business complies with the Americans with Disabilities Act;

d. Marketing and sales information on the forms provided by the Lottery. The information required includes the
number of cash registers, hours of operation, products presently offered for sale, and the approximate daily vol-
ume of customers entering the place of business;

e. Evidence the applicant operates a business with other products or services unrelated to lottery products or ser-
vices concerning lotteries;

f.  Financial relationship and any outstanding debt owed to the state of Arizona, any of its political subdivisions,
or the United States government;

g. Evidence the applicant for a fall-preduet license other than a charitable organization license is financially sol-
vent. The evidence may include either of the following:

i.  Evidence the applicant has established business credit, has a record of meeting its business debts as they
became due for the three years immediately preceding the date of application, and does not have outstand-
ing legal actions, judgments, or tax liens; or

ii. Personal guarantee, in writing, of applicant’s Lottery account signed by a guarantor and the guarantor’s
spouse, if community property is being used to guarantee the account, or by the guarantor only, if guaran-
tor provides proof that the guarantee is based on sole and separate property.

h. An Electronic Funds Transfer Authorization agreement showing a valid bank account number for the full prod-
uct applicant from which the Lottery will withdraw any amounts due.

i.  Proof of identification.

2. Ifthe applicant does business as a sole proprietorship or partnership:

a. The name, home address, and home phone number of each owner or partner, including spouse if community
property owner, unless applicant provides proof that the business is sole property separate from the commu-
nity; and
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b. Written authorization and tax identification number for the business entity and Social Security number of each
applicant in order to obtain a credit check from a credit reporting agency.

3. [If the applicant does business as a limited liability partnership (“LLP”) or a limited liability company (“LLC”):

a. The name, home address, and home phone number of each partner or member, and the local premise manager;
and

b. Written authorization and a tax identification number to perform a credit check.

4. If the applicant does business as a corporation:

a. The name, corporate address, and corporate phone number of each officer and director, and the name, home
address and home phone number of the responsible local premise manager who is the contact representative for
the applicant’s corporate location in Arizona; and

b. Written authorization and a tax identification number to perform a credit check.

5. If the applicant does business as a charitable organization:

a. A copy of the organization charter or formation, documentation of current membership status in the organiza-
tion, and if applicable, the authorization of the auxiliary;

b. The name, home address, and home phone number of each officer and local premise manager, or if an auxil-
iary, of each officer and local premise manager of the auxiliary;

c. A letter of determination issued in the organization’s name by the United States Internal Revenue Service veri-
fying the organization’s tax-exempt status; and

d. Evidence the charitable organization has maintained a premise within the state of Arizona for the two years
immediately preceding the date of application.

6. If the Lottery licenses an applicant under subsection (1)(g)(ii), the guarantor shall provide a written authorization to
perform a credit check. If the guarantee is based on community property, the guarantor and guarantor’s spouse shall
provide written authorization for the Lottery to perform a credit check.

7. An application fee of $45.00 and-an-additional-ereditcheekfee-of$22, or if the applicant does business as a corpo-
ration, limited liability company, limited liability partnership, or partnership, an application fee of $67 which
includes a credit check fee.

8. If'the applicant is a business with more than one currently licensed location, the application fee for the new location
shall be pro-rated at $1.25 per month from the application date until the date the other licenses are due for renewal
under R19-3-202.04(B)(3).

9. If the applicant’s personal information shows no history by one of the major credit reporting agencies or through a
criminal background check, the Lottery may require a completed authorized fingerprint card and fee per A.R.S. §
41-1750(7).

R19-3-202.01. Prerequisites to Issue or Renew a License

A.

B.

Evidence the applicant is of good character and reputation. The Lottery may find that a person lacks good character and
reputation if it determines the person has committed any act which, if committed by a licensed retailer, would be
grounds for suspension or revocation of a license granted by the state of Arizona.
An applicant, a director or officer of a corporation, partner, or member of a limited liability company, or charitable orga-
nization shall not have had a business license required by statute in Arizona or any other state suspended or revoked
within the last 12 months.
An applicant, a director or officer of a corporation, partner, or member of a limited liability company, or charitable orga-
nization shall not have had a Lottery license denied or revoked at the address and location of the applicant’s place of
business for reasons other than noncompliance with the Americans with Disabilities Act, and shall not have sold Lottery
products without being licensed within one year of the person’s date of application.
An applicant for a fall-preduet license other than a charitable organization license shall have demonstrated financial sol-
vency based on the information obtained through the application, credit check, or pending litigation, if any, or tax liens,
if any.
An applicant shall be one of the following to fulfill residency requirements:
A resident of Arizona;;
2. A corporation incorporated in Arizona or authorized to do business in Arizonas;;
3. A limited liability company authorized to do business in Arizona in which a member or manager resides in Arizona,
or, if none of the members or managers resides in Arizona, a personal guarantor who is an Arizona resident;
4. A partnership in which at least one of the general partners resides in Arizonas;
5. A limited liability partnership in which at least one of the partners resides in Arizonas; or
6. A charitable organization authorized to do business in Arizona.
As a condition of licensure, each retailer shall agree to release, indemnify, defend, and hold harmless, the Lottery, its
commissioners, officers, and employees, from and against any and all liability, damage cost, claim, loss or expense,
including, without limitation, reasonable attorney’s fees and disbursements, resulting from or arising by reason of loss
of use, temporary or permanent cessation of Lottery equipment, or terminal operations. This should not be construed in
any way to affect the rights of the retailer to recover for losses caused by any third party.

R19-3-202.03. Denial of License Application
The Lottery shall not issue a license to an applicant if any of the following applies:
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1. The applicant is a minor, a partnershlp or LLP in which one of the partners is a minor, an LLC in which one of the
members or managers is a minor, or a corporation in which a corporate officer, director, or manager of Lottery sales
is a minor;

2. The organization is an adult-oriented business as defined in A.R.S. § 13-1422 or displays sexually explicit material
in violation of A.R.S. § 13-3507;

3. The applicant has sold a Lottery product without a license, or operated gaming machines or equipment that are
required to be licensed, without a license;

4. The applicant fails to have a controlling person at least 21 years of age-; or

5

The organization is an age-restricted business that does not have a valid series 06 or 14 liquor license issued by the
Arizona Department of Liquor Licenses and Control.

R19-3-202.04. Duration and Renewal of License

A. A license issued under this Chapter shall expire three years from the license issuance date by operation of law.

B. A retailer may renew a license to sell Lottery tickets by submitting to the Director a verified application for license

renewal efthe-eurrentlieense on forms prescribed by the Director containing the information required in R19-3-202 and

R19-3-202.01. By filing an application for renewal, a retailer holding a full product license authorizes the Lottery to col-

lect a $45.00 renewal fee by an electronic transfer of funds from the bank account from which the Lottery regularly bills

the retailer. A retailer holding a charitable organization license or instant tab license shall submit cash, check, or a

money order with its renewal application.

1. An application for renewal of a Lottery license received by the Director or deposited in the United States mail post-
age prepaid on or before the renewal date shall authorize the retailer to continue to operate until actual issuance of
the renewal license.

2. The Director may refuse to renew a license according to the provisions of R19-3-204.

3. A retailer holding more than one license may elect to renew all licenses on the same date. If more than one license
is renewed under this subsection, the application fee shall be pro-rated at $1.25 per month from the license expira-
tion date until the next renewal date of the other licenses held by the same retailer.

A license issued under this Chapter is subject to termination by the Director according to the provisions of this Chapter.

A retailer may voluntarily surrender a license unless an investigation or action has been initiated against the retailer.

The Lottery may issue a license which is limited with regard to duration, type of products, methods of selling or validat-

ing products, or qualification requirements.

=S 0

R19-3-204. Revocation, Suspension, or Renewal Denial of Retailer’s License
A. A license may be revoked, suspended, or denied renewal by the Director for any of the following reasons:

1. The retailer violates a provision of the criminal laws of the state of Arizona or the United States, which could be

punished by jail time or imprisonment;

2. The retailer offers to sell a Lottery ticket, sells a Lottery ticket, or pays a prize on any winning Lottery ticket to a

person under 21 years of age;

3. The retailer sells a Lottery ticket in any transaction to a person using a public assistance voucher issued by any pub-

lic entity or an electronic benefits transfer card issued by the Arizona Department of Economic Security;

4. The retailer fails to maintain minimum sales requirements or does not follow the guidelines established by the Lot-
tery. The Lottery shall provide minimum sales requirements to retailers at least 30 days prior to the effective change
date;

The retailer commits an act that impairs the retailer’s reputation for honesty and integrity;

The retailer sells a ticket at a price greater than face value;

The retailer pays less than the full prize value of the ticket at validation;

The retailer advises a player that a winning ticket presented for validation was not a prize winner;

The retailer sells tickets not activated for sale on three or more occasions within any 12-month period;

The retailer sells a ticket while license is suspended for insufficient funds;

The retailer does not make purchase or redemption of Lottery tickets convenient and readily accessible to the pub-

lic;

12. The retailer provides to the Lottery a statement, representation, warranty, or certificate that the Lottery determines
is false, incorrect, incomplete, or omits relevant information;

13. The retailer’s actions cause two payments to be returned to the Lottery for insufficient funds in a 12-month period;

14. The retailer becomes insolvent, unable or unwilling to pay debts, or is declared bankrupt;

15. The retailer, or officer, director, partner, LLC member or manager, controlling agent, or local premise manager of
the retailer:

a. Is convicted of a felony, felony theft that is designated as a misdemeanor, misdemeanor theft, embezzlement,

or a crime involving gambling or fraudulent schemes and artifices; or

b. Is the subject of a civil order, judgment, or decree of a federal or state authority for misrepresentation, con-

sumer fraud, or any other fraud;
16. Facts are discovered which, if known at the time the retailer’s license was issued or renewed, would have been
grounds to deny licensure;
17. The retailer adds a minor as an owner, partner, or officer of the business;
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18. The retailer, or an officer, employee, or agent of the retailer does any of the following:
a. Plays any Lottery game while working,
b. Fails to purchase or validate the ticket from another on-duty employee or through a Lottery product vending

machine, or

c. Fails to pay for the ticket prior to playing the Lottery game.

19. The retailer, or an officer, employee, or agent of the retailer sells any Lottery product for consideration other than
U.S. currency, check, credit card, debit card or, if a player requests, the exchange of a winning Lottery ticket;

20. The retailer, or an officer, employee, or agent of the retailer sells a Lottery ticket by telephone, mail, fax, on the
internet, or on premises not authorized by the Lottery;

21. The retailer, or an officer, employee, or agent of the retailer sells an altered Lottery ticket, an expired Lottery ticket,
or a Lottery ticket after the announced end of the game;

22. The retailer fails to display the Authorized Retailer Notice, which includes the Americans with Disabilities Act
Notice and Arizona Problem Gambling Helpline toll-free telephone number;

23. The retailer fails to report a change event defined in R19-3-210;

24. The retailer fails to comply or cooperate with an investigation concerning Arizona state laws, Lottery regulations,
or denies access to Lottery personnel;

25. The retailer holding a charitable organization license or instant tab license fails to prominently display the flare for
each instant tab game currently on sale within public view near the point of sale;

26. The retailer holding a charitable organization license no longer qualifies as a charitable organization or its letter of
determination of tax-exempt status is suspended or revoked; e

27. The retailer fails to comply with the rules governing its license-; or

28. The age-restricted retailer violates a provision of the state of Arizona liquor laws under A.R.S. § 4-101, et. seq.

B. An investigation of a violation of Lottery rules may be initiated by action of the Director or by a written complaint of

any person.

1. Y pAn investigation initiated by a written complaint shall be investigated within 30 days of receiving the complaint.

2. During an investigation the Director may temporarily suspend a license under an emergency action, or impose spe-
cific conditions on a retailer.

C. An action to suspend or revoke a license shall be initiated by a notice of action to the retailer. Notice may be made by
mail, hand-delivery, or electronic mail with a copy by regular mail. Notice to the retailer is effective notice if it is sent to
the address in the application or the last address provided under R19-3-210.

R19-3-204.02. Lottery Determination of Need for Emergency Action

A. The Director may determine the need for emergency action to disable a retailer’s Lottery-issued equipment, suspend

sales of Lottery games, or remove tickets if the public welfare is threatened pending a proceeding for revocation, sus-

pension, or denial of renewal, in the following circumstances:

1. The retailer’s bank account has insufficient funds when the Lottery’s regularly-scheduled electronic transfer of the
retailer’s account is returned by the bank as insufficient funds or closed account and the retailer does not immedi-
ately pay the insufficiency;

2. The retailer fails to comply or cooperate with an investigation concerning Arizona state laws or Lottery regulations;

3. The retailer, or officer, director, partner, LLC member or manager, controlling agent, or local premise manager is
charged with a felony, felony theft that is designated as a misdemeanor, misdemeanor theft, embezzlement, or a
crime involving gambling or fraudulent schemes and artifices;

4. The retailer sells a Lottery ticket in any transaction to a person using a public assistance voucher issued by any pub-
lic entity or an electronic benefits transfer card issued by the Arizona Department of Economic Security;

5. The retailer sells an altered or expired ticket;

6. The retailer sells a ticket at a price greater than face value; e

7. The retailer pays less than the full prize value of the ticket at validation:; or

8. The age-restricted retailer violates a provision of the state of Arizona liquor laws under A.R.S. § 4-101 et. seq.

Ar

L.

etailer who receives a Notice of Intent to Revoke a Retailer’s License with a finding of emergency action shall:
Immediately cease all sales of Lottery products, and

2. Surrender the license and all other Lottery property and products upon request by the Director’s representative.

C. The Director shall notify the retailer in writing within five days of taking an emergency action that an expedited hearing
or informal conference may be obtained before the Office of Administrative Hearings under A.A.C. R2-19-103 and
A.A.C. R2-19-110.

D. If the retailer fails to settle the financial account and surrender the license and all other Lottery property and products,

the Director shall take steps allowed by law to secure payment and return of Lottery property and products.

R19-3-205.  Lottery-issued Equipment

A. Retailers holding a charitable organization license or instant tab license shall not be issued Lottery terminal equipment
to sell or validate Lottery products, but may use an authorized Lottery product vending machine in accordance with sub-
section (C).

B. Retailers holding a full product or limited license shall only sell or validate Lottery products using authorized Lottery-
issued equipment.
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9.

10.

11.

A retailer shall locate the equipment at a site approved by the Lottery and shall not move the equipment from that
site without prior approval from the Lottery.

A retailer shall ensure electrical service to the equipment location is installed according to the specifications estab-
lished by the Lottery. The cost of electrical service shall be the responsibility of the retailer.

A retailer shall cooperate with the Lottery to the extent reasonable and practicable to accomplish any modifications
to the equipment or systems in a timely and economical fashion.

The Lottery shall not be liable for damages of any kind due to interruption or failure of any Lottery-issued or autho-
rized equipment.

A retailer shall operate the Lottery-issued equipment and accessories only in the ordinary course of its Lottery busi-
ness and only according to the requirements established by the Lottery.

A retailer shall exercise diligence and care to prevent damage to the Lottery-issued equipment and other property of
the Lottery, or property of Lottery contractors.

A retailer shall maintain the Lottery-issued equipment and accessories in a clean and orderly condition.

A retailer shall minimize equipment downtime by notifying the Lottery or its contractor immediately of any equip-
ment failure, malfunction, damage, or accident.

A retailer shall make the equipment available for repair, adjustment, or replacement at all times during the retailer’s
regular business hours.

A retailer shall order and use equipment supplies exclusively from the Lottery or its designated contractor. The Lot-
tery shall furnish equipment supplies, at no cost, to the retailer.

A retailer shall install and use only approved Lottery paper stock specifically assigned to the retailer.

C. Retailers may sell tickets using an authorized Lottery product vending machine in accordance with the Act and this
Chapter

A retailer shall establish loss prevention policies to ensure Lottery product vending machines are not operated by
persons under 21 years of age to purchase Lottery tickets.

The Lottery product vending machine shall remain operational during the retailer’s regular business hours and be
placed in an area visible to retail personnel and easily accessible to players.

A retailer shall maintain an adequate supply of instant scratch or instant tab tickets for the Lottery product vending
machine.

R19-3-210.  Reportable Events
A. A retailer shall report the following events to the Lottery in writing a minimum of 10 business days before the event:

1.
2.
3

»

Sl B

[\

Change in business location of the licensed premise;

Sale of ownership, merger, or acquisition of the licensed entity;

Addition, removal, or change of address or phone number of the following persons:

a. A partner in a partnership or a limited liability partnership;

b. A member or manager in a limited liability company;

c. An officer holding the position or functional equivalent of president, secretary, or treasurer of a corporation; or
d. A controlling agent, local premise manager, or designated corporate contact representative.

A charge of felony, felony theft that is designated as a misdemeanor, misdemeanor theft, embezzlement, or a crime
involving gambling or fraudulent schemes and artifices that is brought against any person listed in subsection (3);
Divorce or legal separation action filed by a sole proprietor or partner licensed as a retailer, or retailer’s spouse;
Retailer or guarantor becomes insolvent, files bankruptcy, or a receivership is ordered;

Change in bank account from which the Lottery’s electronic funds transfers are made; ot

Revocation, suspension, or other action against a charitable organization’s letter of determination of tax-exempt sta-
tus=; or

Change in the status of liquor license issued by the Arizona Department of Liquor Licenses and Control.

B. A retailer shall report to the Lottery in writing the death of a sole proprietor or partner licensed as a retailer within 10
business days after the death occurs.

R19-3-211.  Change of Ownership or Business Location
A license is not assignable or transferable. A license authorizes the entity described in the application to sell Lottery tickets
only at the specific premise authorized by the Lottery.

1.

If there is a change of business location or ownership as reportable in R19-3-210(A)(1) through (3) or R19-3-

210(B), ehange-efbusinessloeation;—or a criminal charge as reportable in R19-3-210(A)(4), or a change in liquor

license status as reportable in R19-3-210(9), the retailer shall:

a. Surrender the license to the Director on the date of the event,

b. Not sell any additional Lottery tickets, and

c. Not allow the sale of Lottery products under a subcontract to avoid the repercussions of a change of status
under this section.

2. If the retailer does not notify the Lottery of a change in ownership or business location at least 10 business days
before the change, the retailer may not receive credit for any activated partial packs of tickets.
3. The new owner shall apply for a license according to R19-3-202.
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R19-3-214.  Payments to Lottery

A.

B.

Money collected from the sale of Lottery tickets by retailers holding-afall-productlicense are trust monies required to
be collected for the benefit of the state and shall be paid to the Lottery according to subseetien-B) subsections (B) and
C

(A_zetailer holding a full product license shall pay for ticket sales in the following manner:

1. Pay to the Lottery each Friday, by an electronic funds transfer, the amount due from the sale of its Lottery tickets
for the seven-day period ending at the close of business on the previous Saturday.

2. The amount due for on-line tickets means the retailer’s gross on-line sales revenue, minus any promotional tickets,
prize winnings paid out by the retailer, the retailer’s sales commission, and plus or minus any accounting or prize
adjustments.

3. The amount due for instant scratch tickets is based on billing for instant ticket packs issued to a retailer with billing
occurring 45 days after a pack is activated, or after 85% of winning tickets in the pack are validated, whichever
occurs first, minus any promotional tickets, returned tickets, prize winnings paid out by the retailer, the retailer’s
sales commission, and plus or minus any accounting or prize adjustments. Corporate account retailers may elect to
settle in 21 days with no associated validation percentage.

4. The retailer shall deposit funds in a timely manner into a bank account from which the electronic funds transfer will
be made to the Lottery.

a. The retailer shall provide the Lottery with an electronic funds transfer authorization showing a valid bank
account number from which the amounts due the Lottery will be transferred, and

b. The retailer shall notify the Lottery of any bank account changes a minimum of 10 business days before the
effective date of the change.

5. [Ifaretailer’s payment is returned to the Lottery for any reason, the retailer shall deliver a certified check, cashier’s
check, or money order, or make a direct deposit for the amount due to the Lottery’s bank account within 24 hours of
notification. Additionally, if the retailer’s payment is returned to the Lottery:

a. The Director may require that the retailer’s Lottery-issued equipment be disabled;

b. The Director may revoke, suspend, or deny renewal of the retailer’s license according to R19-3-204;

c. The Director may require payment for instant scratch tickets upon activating the pack for sale; and

d. The Director may require the return of the retailer’s current inventory of instant scratch tickets and suspend fur-
ther delivery of instant scratch tickets.

A retailer holding a charitable organization license or instant tab license shall pay the Lottery’s authorized representative

for instant tab tickets.

If the retailer owes money to the Lottery, the Lottery may offset that debt with any monies that are owed to the retailer

by the Lottery.

R19-3-217. Unaccounted for and Stolen Instant Scratch Tickets

A.
B.

o0

(2

All Lottery tickets issued to a retailer holding a full product license shall be the property of the retailer until their return

is acknowledged by the Lottery. The Lottery is not responsible for lost tickets.

A retailer holding a full product license shall report stolen Lottery tickets to the local law enforcement agency and the

Lottery Investigations unit within one hour from the time the theft occurs or the theft first could have been discovered.

The retailer shall:

1. Provide a copy of the written police report to the Lottery,

2. Cooperate in any investigation and prosecution of the theft,

3. Sign an affidavit providing the details as known by the retailer, and

4. Maintain and report current game, pack, and ticket inventory.

If a retailer holding a full product license sustains a loss from stolen tickets, the retailer’s insurance is the loss payee.

If a retailer holding a full product license has insufficient insurance to pay for the retailer’s loss and the retailer complies

with subsection (B), the Lottery will credit the retailer’s account for stolen instant tickets as follows:

1. The Lottery shall credit all charges against the account of the retailer for the stolen tickets if the Lottery determines
the theft was from a source not associated with the retailer or by an unknown party.

2. The Lottery shall credit 50% of the charges against the account of the retailer for the stolen tickets if the Lottery
determines the theft was from an employee, manager, officer, director, or a relative with access to Lottery tickets.

3. Each retailer is limited to no more than two stolen ticket credit requests within any 12-month period.

The Lottery shall not issue a credit for stolen tickets if the Lottery finds a retailer holding a full product license was neg-

ligent or did not enforce reasonable loss-prevention procedures to protect tickets, ticket processing, and ticket account-

ing.

If a prize claim is made against a ticket that has been reported as stolen or a ticket unaccounted for by the retailer hold-

ing a full product license, the Lottery shall hold the prize money in trust pending the findings of an investigation by an

appropriate law enforcement agency.

The loss of instant tab tickets is the responsibility of the retailer.

December 11, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 50 3157



