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A Bill for an Act entitled: "An Act Requiring A Proprietary
Institution that Maintains or Operates Wthin the State or That
Solicits Business Wthin the State of Montana to Register with

t he Departnent of Commerce; requiring an agent representing an
proprietary institution to obtain a permt; providing exenptions
fromthe registration requirenment; inposing a $200 registration
fee and a $50 annual renewal fee on each proprietary institution;
requiring each proprietary institution to post a $50,000 surety
bond; providing for civil and crimnal penalties; repealing
section 2-15-1804, MCA; and providing an i medi ate effective date

and an applicability date."

Be it enacted by the Legislature of the State of Mntana:

NEW SECTION. Section 1. Definitions. As used in [sections

1 through 10], the follow ng definitions apply:

(1) "Accredited" neans a school that has been recogni zed or
approved as neeting the standards established by an accrediting
agency recogni zed by the board or the United States departnent of
educat i on.

(2) "Agent" means a person owning any interest in, enployed

by, or representing a proprietary institution in this or another
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state who, by solicitation in any formmade in this state, seeks
to enroll or enrolls a resident of this state in a proprietary
institution for remuneration or who represents to the public that
the person is representing a proprietary institution.

(3) "Board" neans the board of regents of higher education
created by Article X, section 9, subsection (2), of the Mntana
constitution and 2-15-1505.

(4) "Course of study" neans either a single course or a set
of related courses for which a student enrolls.

(5) "Degree" neans any academ c, vocational, or honorary
title or designation, mark, series of letters, or nunbers or
words such as but not [imted to "bachelor's", "master's",
"doctorate", or "fellow', which signify or are generally
understood to signify satisfactory conpletion of the requirenents
of a course of study beyond the secondary school |evel.

(6) "Departnent" neans the departnent of comrerce
established in 2-15-1801.

(7) "Educational credential" nmeans a degree, diplonma
certificate, transcript, report, docunent, or other letters of
desi gnation generally understood to nean enrol |l nent in,
attendance at, progress in, or satisfactory conpletion of the
requi renents or prerequisites for education through a proprietary
institution.

(8) "Permt" neans a nontransferable witten approval
i ssued by the departnment to an agent to operate or to contract to
operate a proprietary institution in this state.

(9) "Proprietary institution" neans any postsecondary or
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vocati onal educational school operated for profit, or on a
nonprofit basis, that maintains a place of business wthin the
state of Montana or solicits business within or outside the state
of Montana, and offers educational credentials. The term does
not include an institution established and maintai ned by the

board, the board of public education, or a honme school operated

under 20-5-1009.

NEW SECTI ON. Section 2. Exenptions. The follow ng schools

or courses of study are exenpt fromthe provisions of [sections 1
t hrough 9]:

(1) any programor course of instruction of an institution
accredited by a national or regional accrediting agency
recogni zed by the board, with notification of that recognition
provided to the departnent by the board;

(2) education sponsored by a trade, business, professional,
or fraternal organization principally for the nmenbership of the
organi zation or offered wthout paynent of fees, unless the
education is offered as | eading toward educati onal credentials;

(3) avocational or recreational education and institutions
of fering the education exclusively;

(4) education offered by charitable or religious
institutions, organizations, or agencies, unless the education is
of fered as | eading toward educational credentials;

(5) institutions possessing a valid certificate issued by
the federal aviation agency;

(6) a school or course of study that is otherw se
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regul ated, licensed, or registered with the state under Title 37.

NEW SECTI ON. Section 3. Federal requirenents ---

proprietary institution review. To protect the interest of
students and the federal accounts that support them the
departnment is designated as the state proprietary institution

review entity.

NEW SECTI ON. Section 4. Registration. (1) A person or

principal representing a proprietary institution operating from
wi thin or outside Mintana, may not sell, offer for sale, or
di stribute, or cause to be sold, offered for sale, or
distributed, any course of study in this state unless the person
or principal obtains a valid certificate of registration issued
by the departnent.

(2) A certificate of registration expires on June 30 of

each year

NEW SECTION.  Section 5. Agent's permt. (1) A person,

group, association, or corporation, alone or in concert with
ot hers, may not:
(a) act as an agent unl ess the person, group, association,
or corporation holds a permt issued by the departnent and
mai ntains a surety bond prescribed in [section 7];
(b) operate in this state a proprietary institution unless

the proprietary institution is exenpt fromthe provisions of
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[ sections 1 through 9] or has received a permt issued by the
depart nent;

(c) offer instruction at, enrollnment in, or grant
educational credentials as or through an agent of a proprietary
institution that is not exenpt from[sections 1 through 9],
whet her within or without the state, unless the agent possesses a
valid permt as required by this section;

(d) accept or receive contracts or applications for
enrol Il rent froman agent unless the agent possesses a valid
permt as required by [sections 1 through 9].

(2) An application for a permt, furnished by the
departnent, nust include:

(a) a statenment signed by the applicant that the applicant
has read the provisions of [sections 1 through 9];

(b) an initial annual fee of $200 for each permt. A
permt is valid for the state's fiscal year in which it is
i ssued, unl ess revoked or suspended by the departnent for fraud
or m srepresentation in connection with the solicitation for the
sal e of any course of study or for any violation of [sections 1
through 9]. Each permt nust be renewed annually on July 1 at a
cost of $50. The provisions of the Montana Administrative
Procedure Act apply to the denial of a permt or to a proceeding
conducted by the departnent to revoke or suspend a permt
pursuant to [sections 1 through 9].

(3) The issuance of a permt pursuant to this section may
not be interpreted to nmean, and it is unlawful for a person

holding a permit to expressly or inpliedly represent by any
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means, that the departnent has nade any eval uation, recognition
accreditation, or endorsenent of any course of study being
offered for sale by the agent or the proprietary institution.

(4) An agent holding a permt under the provisions of this
section may not expressly or inpliedly represent that:

(a) the issuance of a permt constitutes an assurance by
the departnent that any course of study being offered for sale by
the agent or the proprietary institution will provide and require
of the student a course of education or training necessary to
reach a professional, educational, or vocational objective or
Wil result in enploynent or personal earnings for the student;
or

(b) the departnment has made any eval uation, recognition
accreditation, or endorsenent of any course of study being
offered for sale by the agent or the proprietary institution.

(5 Any oral or witten statenent, advertisenent, or
solicitation by an agent that refers to the departnment nust
st at e:

"[Nanme of proprietary institution] is registered with the
Departnent of Comrerce pursuant to [section 4], Mntana Code
Annot at ed. "

(6) An agent may not nake any untrue or m sl eading
statenent or engage in sales, collection, credit, or other
practices of any type that are illegal, fal se, deceptive,

m sl eadi ng, or unfair.
(7) The departnment shall maintain records for 5 years of

each application for a permt, each bond, and each issuance,
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denial, term nation, suspension, and revocation of a permt.
(8) Fees collected under this section nmust be deposited in
a state special revenue fund to be used by the departnent for the
pur pose of adm nistering the provisions of [sections 1 through

9] .

NEW SECTI ON. Section 6. Student purchase statenent. Prior

to accepting noney froma student to purchase a course of study
or to enroll in a course of study at a proprietary institution,
the proprietary institution shall explain and obtain a signature
bel ow the follow ng statenent on a formthat nust be nmaintained
by the institution in the student's file:
"I understand that [name of the proprietary institution] is
regi stered wwth the departnment of commrerce in accordance
with [section 4], Mntana Code Annotated. | al so understand
that the Board of Regents of H gher education has not
accredited or endorsed any course of study being offered by
[ name of proprietary institution] and that credits for
courses of study received may not be transferable to a unit

of the Montana University System™

NEW SECTI ON. Section 7. Surety bond. (1) At the tine that

an application is made with the departnent for a permt, the
agent of a proprietary institution shall file a $50,000 surety
bond with the departnent.

(2) The bond required under this section nust be executed

by the applicant as principal and be issued by an insurer
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authorized to do business in this state in favor of the state of
Montana to i ndemmify any person for |oss suffered as a result of
t he occurrence, during the period of coverage, of any violation

of [sections 1 through 9].

NEW SECTI ON. Section 8. Cvil Relief -- Crimnal Penalties

-- enforcenent -- injunctive relief. (1) A person claimng |oss
or damage as a result a violation of [sections 1 through 9] by a
proprietary institution or its agent, or both, may file an action
in a court of proper jurisdiction of this state against the
proprietary institution or its agent, or both, and their sureties
for the amount of danage or loss and, if successful, nay receive
court costs, and reasonable attorney fees.

(2) A person, group, association, or corporation, or an
agent acting on behalf of another person, group, association, or
corporation who violates the provisions of [section 1 through 8]
is guilty of a m sdenmeanor and shall be punished by a fine not to
exceed $1, 000, by inprisonment not to exceed 6 nonths, or both.
Each day's failure to conply with the provisions of [sections 1
through 9] is a separate violation and crimnal actions may be
i nposed by a court of conpetent jurisdiction in an action brought
by the county attorney.

(3) The county attorney of any county in which a
proprietary institution or its agent is |located or soliciting
busi ness may acting alone or at the request of the departnent
initiate appropriate action, including injunctive or crim nal

proceedi ngs, in a court of conpetent jurisdiction to enforce the
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provi sions of [sections 1 through 9].
(4) \enever it appears to the departnent that a person,

agent, group, or entity violates any of the provisions of
[ sections 1 through 8] or violates an order issued by the
departnent, the departnment may file a petition for an injunction
in any court of conpetent jurisdiction against the person, group,

or entity to enjoin the violation or for an order directing

conpliance with the provisions of [sections 1 through 9].

NEW SECTION. Section 9. Rulenaking authority. (1) The

departnent shall adopt rules to inplenent [sections 1 through 8],
including but not limted to the:

(a) establishnment of policies and procedures for the
regi stration of proprietary institutions; and

(b) devel opnent of a registration form and recordkeepi ng.

NEW SECTI ON. Section 10. {standard} Repealer. Section 2-

15-1804, MCA, is repeal ed.

{Internal References to 2-15-1804: None.}

NEW SECTI ON. Section 11. {standard} Codification

instruction. [Sections 1 through 9] are intended to be codified
as an integral part of Title 20, and the provisions of Title 20

apply to [sections 1 through 9].

NEW SECTI ON. Section 12. {standard} Effective date --
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applicability. [This act] is effective on passage and approval
and applies to proprietary institutions operating fromw thin or

w thout the state of Montana on [the effective date of this act].

- END -
{ Nane : Eddye Mcdure
Title : Staff Attorney
Agency : Legi sl ative Services Division
Phone : 444- 3804
E- Mai | : encl ur e@t.gov}
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