Rules

PART 4 -- SUBSTANTIVE CHANGES
AND NOTIFICATION REQUIREMENTS

Sub-Part A — General

Section 4.0 Changes Requiring Notification, Applicéon and Approval

@) During the period of accreditation granted iy Commission to an
institution, it may undergo changes, which requioéfication to NACCAS and approval
by the Commission, as well as the submission & fie@ccordance with the fee schedule
in Appendix #2. Failure to notify NACCAS and/ordbtain Commission approval of the
change within the aegis of the institutional acttegbn already granted, may result in
withdrawal of accreditation or other action pursuanPart 8 of thesBules.

(b) Changes covered by this Part include:

(2) Change of mission, degree or credential gchnte

(2) Change of name;

3) Relocation;

4) Change of ownership or control;

(5) Establishment of a branch campus;

(6) Expansion of campus facilities;

(7) Addition of Programs, or changes in programs;

(8) Change in the way academic programs are me#sure
(9) Contracting education programs or courses;

(10) Change in participation in federal studentstssce programs; and

(11) Teach-Out or school closure agreements.
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Section 4.1 Change of Mission, Degree or Credentiab0 days before change

A school must notify the Commission in writing,l@ast ninety days in advance, of its
intent to change the established mission or objestof the institution or to offer any
degree or credential

at a level above that in the institution's currgmaint of accreditation. The school shall be
required to undergo early renewal of accreditation.

Section 4.2 Change of Nanie

30 days An Application for Change of Name must be cortgadeand returned to the
Executive Director of NACCAS at least thirty (3Qys prior to the new name going into
effect. The application must include a reasortliername change. (See Appl. #11)

Sub-Part B — Changes of Location

Section 4.3 Categories of Relocation

There are two categories of relocation:

(@) Category 1 RelocatiorA category 1 relocation takes place when an
institution physically moves its facility from otecation to another, where the new
location is no more than 75 miles from the forno®ation, and no further instruction is
conducted at the former location. In addition fghgsical move, there should be
appropriate licensing and transfer of studentsjauum, administrative staff, teaching
staff, equipment, supplies and records. The neiitiashould be of sufficient size to
accommodate the students transferring locations.

(b) Category 2 Relocation: A category 2 relocatakes place when an
institution, owned by a person or entity that hasmied one or more NACCAS-
accredited institutions for the most recent threary which have been in continuous
good standing, moves from one location to anothibere the new location is over 75
miles from the former location, and no further rastion is conducted at the former
location. There should be appropriate licensinigniaistrative capability, quality of
curriculum, teaching, and facilities.

Section 4.4 Requirements for Both Category 1 and @agory 2 Relocation

(@) Notice to StudentsAdequate notice of the relocation must be atdrd
students, and the institution shall make a goadti fffort to provide for the education of
students who are unable to transfer. The inshiutnust give a pro rata refund to any

* The Commission allows use of an abbreviated ortshed version of the school name in certain
instances, without requiring a change of name apftin. However, NACCAS must be notified of the
name. See the Policy on Advertising for examples.
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student who neither transfers to the new locatmmaccepts alternate educational
options.

(b) Evaluation Visit The Commission and its Committee shall have it r
to order a visit to the school's former locatiospecially if the school proposes to
continue the education of currently enrolled stisle the former location. Such on-site
evaluations shall be conducted in accordance vath 3of thes&ules, and any such
visit shall be conducted at the school's expense.

(c) Relocation across State Lindsistitutions relocating across state lines
must meet the requirements of the state to whielstihool is relocating, must remain in
continuous operation, and must re-contract studsnis additional expense to the
student. For students who transfer, if the newesequires more hours of training for the
program or course, the institution may not chargeen If the new state requires fewer
hours, the institution shall apply a pro rata refun

Section 4.5 Requirements Specific to Cateqory 1 Relation

(@) 45 DaysA school must notify the Commission of an antatgd change
of location at least forty-five (45) days priorttee relocation. Such notification shall be
in writing and be sent to the Executive DirectoNHCCAS.

(b) 30 Days An Application for Change of Location (Appl. #12just be
completed and returned to the Executive DirectddACCAS thirty (30) days prior to
the date the school plans on relocating.

Section 4.6 Requirements Specific to a Cateqory Z2Rcation — Phase 1

€)) 60 DaysA school must notify the Commission of an antatgul category
2 relocation at least 60 days prior to the relacatiSuch notification shall be in writing
and be sent to the Executive Director of NACCAS.

(b) 45 DaysAt least forty-five (45) days before the date sishool plans to
relocate, the school must submit an applicatiorafoategory 2 relocation with a business
plan prepared according to “Requirements for Dgualent of a Business Plan for
Category 2 Relocation” to the Executive DirectoN#&CCAS. The Executive Director
of NACCAS shall require the school to submit angiidnal information needed to
complete the record and provide the Commission thighinformation it needs to make a
decision on the application.

Section 4.7 Requirements Specific to a Cateqory Z2RB®cation — Phase 2

€)) Visit within 90 days Within 90 days of the category 2 relocatiorg th
institution shall undergo an on-site evaluationa@cordance with Part 3 of theReles,
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to review the institution’s compliance with all NAAS standards with special
attention to quality education and administratigpability, in accordance with the
Category 2 Relocation Visit Check List. The ingitn must have available to the
evaluation team all of the documents and inforamalisted in Appendix #14. The visit
shall be conducted at the school’s expense.

(b) Renewal Within 24 monthsWithin 24 months of the category 2
relocation or prior to the institution’s annivergaate, whichever comes first, the
institution shall submit an
Institutional Self-Study and undergo a full-teamsite evaluation. The visit shall be
conducted at the school’'s expense.

(© Commission actionWhile the Commission processes a change of
location application, the institution’s current graf accreditation continues at the new
location only. Upon denial of an application févange of location becoming final,
neither the old nor the new location has accreditatlis. The institution may submit an
application for initial accreditation in accordangigh section 2.6 of thedeules.

Sub-Part C— Changes of Ownership

Section 4.8 _Change of Ownership (Control)

® At the May 2005 Commission meeting the Commissiecidkd to adopt language as found in the federal
regulations governing changes of ownership of pliplield corporations (currently 34 CFR 600.31(c)).

Publicly traded corporations required to be regetewith the Securities and Exchange Commission
(SEC). A change in ownership and control occursnwhe

(i) A person acquires such ownership and cowfrthe corporation so that the corporation isuieed to
file a Form 8K with the SEC notifying that agendytlee change in control; or

(i) (A) A person who is a controlling sharetiet of the corporation ceases to be a controlling
shareholder. A controlling shareholder is a shddsrovho holds or controls through agreement béth 2
percent or more of the total outstanding votinglstof the corporation and more shares of votinglsto
than any other shareholder. A controlling sharedofdr this purpose does not include a shareholdese
sole stock ownership is held as a U.S. institutiomaestor, as defined in 17 CFR 240.15a-6(b)(€)dhn
mutual funds, held through a profit-sharing planheld in an Employee Stock Ownership Plan (ESOP).

(B) When a change of ownership occurs as dtreparagraph (c)(2)(ii)(A) of this section, the
institution may submit its most recent quarterhaficial statement as filed with the SEC, along withies
of all other SEC filings made after the close & fiscal year for which a compliance audit has been
submitted to the Department of Education, instdatie “same day" balance sheet.

(C) If a publicly-traded institution is provisially certified due to a change in ownership under
paragraph (c)(2)(ii) of this section, and thatiigibn experiences another change of ownershipund
paragraph (c)(2)(ii) of this section, an approviaihe subsequent change in ownership does not e xien
original expiration date for the provisional cadition provided that any current controlling strenieer
was listed on the change of ownership applicatimwhich the original provisional approval was gegh
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When a change of ownership takes place, if theiegdn for a change of ownership is
not received, the accreditation of the institutstrall have been voluntarily relinquished,

without any further requirement, effective the dajowing the due date for the
application or on the date the new owner statewyiting, the intention of not continuing
as an accredited institution, whichever comes.fifst accredited school undergoing a
change of ownership which submits the requirediegipbn, shall remain in accredited
status until such time as NACCAS denies the apjpdicand the institution subsequently
fails to appeal or has exhausted its appeal rights

(@) A change of ownership or control is any attiy which a person or
corporation obtains authority to control the acsiah an institution. These actions may
include, but are not limited to:

(2) The transfer of the controlling interest ofcdt@f an institution to
its parent corporation;

(2) The merger of two or more institutions;
3) The division of one institution into two or neoinstitutions;

4) The transfer of the assets or liabilities ofirastitution to its parent
corporation;

(5) The acquisition by an individual of the conliray interest of an
institution, whether a proprietorship, partnershigcorporation; as
follows:

(1) A person acquires more than 50 percent of dled t
outstanding voting stock of the corporation or parship
shares;

(i) A person who holds an ownership interest i@ th
corporation or partnership acquires control of ntbea 50
percent of the outstanding voting stock or partmers
shares;

(i) A person who holds or controls 50 percentare of the
total outstanding voting stock or partnership sbhaeases
to hold or control that proportion of the stocksbiares;

(6) The change of partnership shares from genelahited
partnership status or vice versa,

(7 The sale of an institution.
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(b) 45 Days A school must notify the Commission of a progbsbange of
ownership (control) of those listed in subsectiandt least forty-five (45) days prior to

(1) The date on which the sale is closed anddglevered; or
(2) A corporate reorganization becomes effective.

Such natification shall be

0] Sent to the Executive Director of NACCAS;

(i) Signed by the current owner; and

(i)  Signed by the prospective new owner if theemtion is to
seek continued accreditation for the institution.

(c) 30 days The new owner must complete and return the ggate® change
of ownership application and send it to the Exeeubirector of NACCAS at least thirty
(30) days prior to the date the sales contractes@ted, together with the applicable fee.

(d) Within 6 Months The Commission shall carry out a visit (announced
unannounced) at the institution within six montfisrathe change of ownership is
approved.

Section 4.9 Special Situations

(@) The following situations are not treated likenges of control, but
notification and all documents required under secti.8 b and c are required with the
exception of the change of ownership applicatian fe

(2) Stock or partnership shares are re-assignddnaatcorporation or
partnership, without consideration, upon the deattetirement of
the owner,

(2) Stock or partnership shares are re-assignddnaatcorporation or
partnership, without consideratipmand without any change in
control.

(b) The following situation is not considered amga of control but
notification to NACCAS is required within 30 day&ea the change. No application
form or other documents are required unless thar@igsion requests them. A change of

® Some attachments required for the application beagubmitted after the date of sale. These ardfiguec

on the application form.
" The term “consideration” includes any exchangeabfie including cash, promissory note, real or

personal property, barter, trade, services or other
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between 10% and 49% of shares or interest, asdsitigere is no change in control.
There shall be no fee.

Section 4.10 Visit Following Multiple Changes

If a school undergoes a change in name, locatiwhpanership within a six-month
period, the Commission shall not take final actoionthe changes until the school has
submitted to a full team on-site evaluation atgbleool's expense.

Sub-Part D — Addition of Campuses and Expansion dfampuses

Section 4.11 Branch Campus

€)) Definitions:

(2) A "main campus" is a school of cosmetology arid sciences
which has been accredited by NACCAS for the thByer(ost
recent years. Any change in location of the mamgus must
comply with the procedures set out in Section 4 BieseRules.
The main campus includes facilities located withitwo (2) mile
radius of the primary training site.

(2) A "branch campus" is an additional trainingdtion of the main
campus which provides the same administrative ses\vas the
main campus, and at least one complete progrartedeia the
programs offered at the main campus. A branch aamust be
located further than two (2) miles from the maimpas or any
other branch campus which is under the same owipeasil
financial structure.

(b) A school seeking to have a branch campus a&pgrwithin the accredited
status of the main campus (school) must formaliyest such approval from the
Commission by filing an Application for Provisionatanch Campus and undergoing a
two-tiered review process. Schools seeking suphospl must

(2) Comply with the Separate Facilities Policy;

During the period following establishment of a lrarampus, and until provisional branch accreditati
is granted, the institution must notify its studetitat the branch is not accredited. If the maimgus is
certified to participate in federal student finai@ssistance programs, that certification doerisnd
to any branch; the branch must be accredited anaidied separately by the U.S. Department of
Education before any federal student financialstasce may be disbursed to students at the branch.
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(2) Be licensed, open and operating prior to sulimgiian application
for provisional branch campus accreditation;

3) May offer any course(s) related to the prograffifsred at the main
campus;

4) In the event of a change of ownership of a ncaimpus, a new
branch may not be established off the main unlessi¢w owners
have completed the change of ownership processdimg an on-
site evaluation, review and approval by the Comimiss

(c) Visits to Branch Campuses and Institutionaf-Selidy

(2) Visit within 6 months Within six months of establishment of a
branch campus, the institution shall undergo asit;mevaluation.

(2) Institutional Self-Study within 6 month&Vithin six months after
the branch campus receives provisional initial editation, it
must submit to the Commission an institutional-sélidy.

3) Between 12 and 18 monthBetween 12 and 18 months after
provisional branch campus accreditation statusastgd the
institution shall undergo a regular on-site evabrat

(d) Establishment of a Branch by a New Owner.hiévent of a change of
ownership of a main campus, a new branch may nestablished off the main unless
the new owners have completed the change of owipgpsbcess including an on-site
evaluation, review and approval by the Commission.

(e) Change of Ownership of a Branch Campus. Iretleait that a branch
campus is sold and/or transferred independentiigefain facility, the accreditation of
such branch campus is terminated as of the dateabf sale or transfer. An application
for accreditation may be submitted to the Commissioould accreditation be terminated
under such circumstances. The application musbhsistent with requirements for an
initial applicant or a branch of another facility.

() Change from Branch to Freestanding Institutiém.order for a branch
campus to become an accredited freestanding itistiftsuch branch must be in
operation immediately preceding its applicationdqgueriod of two years, and must
undergo early renewal of accreditation.
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(9) Renewal of Accreditation. The anniversary d#ta branch campus and
its main campus shall coincide.

Section 4.12 Expanded Campus Facilities

A school seeking to expand facilities within theradited status of the main campus
must formally request such approval from the Corsiaisby submitting a letter stating
the rationale for adding the facility and identifgithe street address of the location prior
to initiating use of the space. Expansion faeisitmust be within two (2) miles of the
main facility to ensure immediate supervision bg thain school.

Sub-Part E - Changes and Additions of Programs

Section 4.13 Changes in Programs That Require Prid\pproval

NACCAS approves programs offered by institutionthim the aegis of institutional
accreditation granted. Programs offered by atituti®n which were not approved
during the most recent initial or re-accreditatemaluation of the institution may not be
advertised or offered until they are approved icoagance with the procedures
established in this section, and the NACCAS Additio Change of Program Policy.

(@) The approval of program process includes sutonsof
(1) An application form and required exhibits;
(2) Program Self-Study; and
3) Fee.
(b) This requirement covers
(2) Any program exceeding 150 hours in length era@fjuivalent in
credits or competencies and/or leading to stagm$img or
certification;
(2) Specialized programs and courses within NACG&$anded
scope shall be subject to a specialized revievedomance to the
procedure set out in subsection (a) above. Fgrqa@s of this

subsection, specialized courses shall includenbube limited to,
those specified in Appendix #1 of thddes and those in cognate

° If a branch or a main campus is granted a shperod of accreditation, the main and all branahitis
have the same shortened period of accreditation.
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areas which serve to supplement the practicanséc and
business skills of the cosmetology or massage gsafi;

(3) Any previously approved programs whose lengtimcreased or
decreased.

Section 4.14 Additions or Changes in Programs Thddo Not Require Prior
Approval

€)) Paid Employee Exception: A program not needtlingeek approval from
NACCAS under Sub-Part D of this Part, would be prggram where the institution
does not charge an individual to attend, but irtsfiys the person as an employee. An
example of such would be when a school employsidinidual as a teachers aid while
simultaneously training the individual as an instouw.

(b) Market Test Exception: An institution may adise a maximum of one
new program or course a year before it receivesoappfrom NACCAS. However, the
course must be advertised:

(1) In accordance with the NACCAS Policy on Advegtnent; and

(2) An application for approval must be submittathim 15 days of
the start of the first class.

In all other particulars, the course is subjedhis section of th&®ules and related
sections, policies, and accreditation requirements.

Section 4.15 _Approval

€)) Before the new or changed program is offerédor to the scheduled
beginning of the first class of the new or changexmgram, the institution must submit
the appropriate application and fee to NACCAS apiio approval by the Commission.

(b) The Executive Director of NACCAS shall send #pgplication to two
outside program evaluators in accordance with @e@&i3(d) of thes&ules and the
Addition of Program Policy who will recommend teetfull Commission whether or not
the program complies with requirements for apprewal inclusion under the aegis of
institutional accreditation already granted to aipglicant.

Section 4.16 Simplified Addition of Program Procedte

The full addition of program procedure shall belaepd by a simplified procedure in the
circumstances given below. In all cases, approvat be received before the program is

taught.
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(@) The school combines into one program thoseptete programs
previously approved by the Commission and the tetaith for the new combined
course equalthe length for the individual programs. For apadaof a program under
this subsection, the school must submit to the Cimsion:

(1)  Written notification via certified mail of suchprogram;

(2) A revised enroliment agreement/contract idgmtd the new
program; and

3) A revised catalog (or dated catalog insert}taming the following
information for the new program:

(1) Admissions requirements;

(i) Educational objectives;

(i)  Length of program/breakdown of hours, credits
competencies and units;

(iv)  Graduation requirements;

(V) Type of graduation document; and

(vi)  Tuition and fee information.

(b) The school combines into one program those teteprograms
previously
approved by the Commission and the total lengtlifemew program is less or more
thanthe sum of lengths for the individual programsr &pproval of a program under
Sub-Part E, the school must submit:

(1) All of the documents required in subsectior6da) above; and

(2) A program outline which identifies the redistritmrtiof subjects to
be taught. The program outline must comply wiureements
identified in the Program Outline Guidelines andrtstard VI.

(c) If approval is sought to change an existinggpaen or add a new program
that, with the exact same length and content,beltaught at several NACCAS-
accredited institutions, under the same contrsingle modified application and program
self-study may be submitted for approval.

Section 4.17 Program Changed Due to State Mandate

(@) For approval of a program change requiredtdarm to changes in state
requirements, the school must:
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(1) Notify the Commission in writing by sendingedter to the
Executive Director of NACCAS with an explanationtbé
changes;
(2) A copy of the new program outline; and

3) A copy of the mandate by the regulatory agency.

(b) There shall be a waiver of both the applicafiem and the submission of
an addition of new program application.

Section 4.18 Measurement of Academic Programs ando@versions

A school may measure academically in terms of clumkrs, credit hours or
competencies. The burden of establishing the euned validity of any measurement
values assigned rests with the institution. Thiosgtutions which desire to initially
measure in terms of credit hours, or desiring toveot from clock hours to credit hours,
or the reverse, must secure approval from the Casian in accordance with NACCAS'
Policy and Procedures Governing Measurement of é&cacl Programs.

Sub-Part F — Other Changes

Section 4.19 Contracting for Education Programs oCourses

An institution wishing to contract for educatioqabgrams or courses with another
institution or organization, accredited or othemyisust seek and obtain approval from
the Commission in accordance with NACCAS' PolicyGontracting for Educational
Programs or Courses (see Appendix #8).

Section 4.20 Change in Participation in Federal Stient Financial Assistance
Programs Established under Title IV of the Higher Elucation Act of
1965, as Amended

@) The accreditation granted by NACCAS allowsitnibns to apply for
participation in federal student financial assise@programs.

(b) Within 30 days of ending Title IV participatiorAn institution that
withdraws or is terminated from participation indéeal student financial assistance
programs established
under Title IV of the Higher Education Act of 196Bust submit an application for
change in the purpose of its accreditation, wiBlirdays of the change. This application
must be accompanied by an eighteen-month busit&s$ pn accordance with

12 The 18-month business plan for schools that cEdseparticipation covers the 18 months from:
a. the date on which the school’'s withdrawal froitte 1V is effective, or
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NACCAS'’ requirements (see Appendix #11B), indicgtimow the institution will sustain
programs and operations which meet NACCAS’ accatidit standards.

Section 4.21 Teach-Out and School Closure Agreentsn

€)) Definitions:

(1)

(@)

Teach-Out Agreement: A voluntary agreement required by
NACCAS, entered into by two or more NACCAS-accredit
institutions, which meets the requirements of NAGCA
Cancellation and Settlement Policy, to assureithiat the future,
one of the institutions party to the agreementedoshile students
are still enrolled, the other institution(s) wilaeive those students
to give them a reasonable opportunity to complet# £ducation
at a cost which does not exceed what they woulé paid to the
institution which closes.

School Closure Arrangement: When a NACCAS-edited
institution closes while students are still enrd]IBBACCAS will
work with state agencies, and the United StatesaBe@nt of
Education, as appropriate, and other NACCAS-actzddi
institutions in the area, especially any that aies to a teach-out
agreement with the closed institution, to makerageanents, to the
extent feasible, for those students to have reddemg@portunities
to complete their education at a cost which doé€roeed what
they would have paid to the closed institution.

(b) Within 45 days When two or more institutions enter into a teaci

agreement, one must be designated to notify then@ssion andeek approval from the
Commission. Official notification must be submittes the Commission within forty-
five (45) days after entering into the teach-outagent. The notification must include

(1)
(2)

3)

(4)

A copy of the teach-out agreement;

A copy of the enroliment agreement for eachituison that will
receive students under the agreement; and

A copy of the catalog of each institution thall receive students
under the agreement;

Additional information, if any, requested byt@ommission after
items (1) through (3) have been received.

b. the date on which the school’'s termination bV by the USDE went into effect.
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Schools may submit draft versions of the teachaguéement to the Commission for an
advisory opinion prior to the agreement being fieed. A favorable opinion by the
Commission will not constitute approval of the agnent, and does not excuse the
school from undergoing the review and approval @ssmnce the final agreement has
been executed.

(c) Within 10 days When an institution party to a teach-out agresnearns
that another party to the agreement plans to ctordeas closed, it shall notify NACCAS
within ten (10) days of learning of the closure.

(d) 30 days before closingVhen a school is going to close, it must notify
NACCAS in writing at least thirty (30) days priar the closure date and comply with the
School Closure Policy set out in the Cancellatiod Settlement Policy.

Section 4.22 Changes after Submission of Applicaiofor Candidate Status or
Initial Application

(@) School in candidate Status: If an institutrdmich has applied for or been
granted candidate status undergoes any of the ebandicated in this Part, it must
submit the appropriate application to the NACCASE&xive Director for approval. No
fee will be charged.

(b) If an initial applicant undergoes any of thebes indicated in this Part
after submitting the application for accreditatiargorresponding application for the
change must also be submitted to the Commissioagdproval, including payment of
required fees.

Sub-Part G — Commission Actions on Changes

Section 4.23 Commission Action on Changes

With respect to applications for changes under Bast, the record for the application
will be taken up and considered by the full Cominiss

(@) The Commission may receive recommendatioms fhe Executive
Director and/or a designated committee;

(b) The full Commission may approve the change,@rdinue the
institution’s accreditation or take any of the ans set out in Part 8 of theRales; or

(©) Deny Approval: A denial of approval of a changhder this Part is
appealable in accordance with Part 9 of tHdes.
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Related Documents

The following documents may be helpful to you irderstanding the requirements of this
Part of the NACCASRules. They are available on the NACCAS Web site at
www.naccas.orgin theNACCAS Handbook sent to candidate, applicant, and accredited
schools each year, and upon request.

Appendix #1 Statement of Scope

Appendix #2 Schedule of Fees — Posted on NACCAS&bSite

Appendix #4 Policy and Procedures Governing Measard of Academic
Programs

Appendix #5 Instructions for Conducting Institutadrself-Studies

Appendix #6 Addition or Change of a Program Policy

Appendix #7 or 7a  Instructions for a Program Selfdy

Appendix #8 Policy on Contracting for EducatioRabgrams or Courses

Appendix #9 Change of Ownership Policy

Appendix #10 Separate Facilities Policy

Appendix #11A Guidelines for Development of a Besis Plan for an Institution
Undergoing a Category 2 Relocation

Appendix #11B Format for Eighteen-Month BusinesRUpon Withdrawal or

Termination from Participation in Title IV Programs
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