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Albert i Gray, Ph.D.

President and Chief Executive Officer

Accrediting Council for Independent Colleges and Schools
750 First Street NE, Suite 980

Washingtan D.C. 22202-4223

Dear Dr. Gray:

We continue to appreciate all that the Council does to support CCi and its campuses as we jointly
work to provide quality caveer education for tens of thousands of students across the .S and in
Ontarie, Canada, Given the number of years that we have worked with the Council, we hope our
strong commitment to offering quality programs and to the proper treatment of students and
graduates is self-evident. We are proud that a high proportion of our students complete their
programs and that a large majority of our graduates pain employment in the fields for which they
have been trained, We are equally proud that the education we provide allows students to achicve
an improved quality of life for themselves and their families. As a result, we take very seriously any
allegation that we did not meet ouwr commitment to students and praduates.

We received Anthony Bieda's letter of Octoher 22, 2013, which requested a written responsetoa
complaint filed by California’s Attorney General, Specifically, Mr. Bieda requested a vesponse to the
allegations that aur schools misrepresented job placement rates to students and advertised
programs that they did not offer, We will provide a detailed response to the Council regarding these
false allegations in a few weeks, when the company files its forial response to the complaint with
the court.

Background: in Decembier, 2012, CCi received an investigative subpoena from the California
Attorney General's office, The subpoena was captioned as “In the Matter of the Investigation of For-
Profit Lducational Institutions.” The subpoena sought business records and respoenses to
interropatories related to CCi's cohort default rates, graduation rates, advertisements and
admissions, the announcements of CCi's intention to sell certain campuses, enrollment and financial
aid processes, call center policies and practices, lead generation and other matters, CCi owns and
operates only two ACICS aceredited schools in California: San Bernardino and Ontario Metro.

On February 1, 2013, we formally notified you and the Council of the subpoena and reiterated our
commitment Lo cooperate fully with ACICS and the California Attorney General, Over the last nine
months CCi has provided all requested information to the Attorney General and have had almost
weekly communication with staff from the Attorney General’s office, However, on Thursday,
Octoher 10, 2013, we were blindsided when the complaint was filed in San Francisco Superior
Court, Prior to filing the lawsuit and holding a press conference, the AG did not share the results of
its investigation with us; did not demand a settlemeny; and did not threaten to file a lawsuit,
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Corinthian Colleges Inc.
California Attorney General Complaint
Examples of Misleading Allegations/Rebuttal

On October 10, 2014, the California Attorney General filed a complaint against Carinthian
Colleges, accusing our schools —wrongly — of inflating Job placement statistics for our
graduates. The complaint paints a misleading and inaccurate picture of our schools. We plan to
vigorously defend our employees, students and graduates against this complaint.

The Attorney General’s complaint is filled with allegations based on half a sentence, half a chart
or much fess than half of an email exchange or presentation. it repeatedly omits readtly
available facts and direct guotes that contradict or undercut its charges. The resuit is a
complaint that’s much less than half-way accurate or half-way convincing,

The complaint fails to note that:

e Everyyear, tens of thousands of students graduate from one of Corinthian’s schools and
find jobs in the fields for which they train;

¢ Corinthian has more than 750 Career Services employees nationwide dedicated to helping
our graduates find jobs;

» Corinthian has relationships with thousands of large and small employers nationwide, some
of whom hire dozens of our graduates every year;

s About cight years ago, Corinthian became one of the first companies in the education
sectar to establish an institution-wide verification team that checks the accuracy of job
placement data reported by its campuses;

» Unlike most traditional colteges and universitics, which are regionally accredited, the
majority of our schools are required by national accreditation agencies to help a high
percentage of our graduates find employment in their fields; and

o Corinthian goes even farther, holding its regionally accredited schools — Heald and Everest
Coltege Phoenix —to the same standards.

Below we offer two examples of mislcading allegations contained in the complaint. Both of

them cite portions of documents that the Attorney General’s office elected to leave out of the
complaint, even though the office had all of these documents before the complaint was filed,
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Example Two

What the Cal AG put in the allegation: Brief quotes from a single chart in a
PowerPoint presentation by Corinthian’s marketing department, which the
complaint cites to wrongly accuse the schoaols of exploiting students and
disparaging them as having “low-self-esteem” and being “unable to see and plan
well for the future.”

What they left out: Half of the chart, which shows the opposite. Under the
heading “What They Need,” the chart says Corinthian offers students

EENN

“cncouragement, someone who believes in them,” “Sense of belonging, place

where they can succeed,” and “Don’t BS me, tell it like it is.”

Background:

On page 2, in paragraph 3, the complaint refers to a 64-slide PowerPoint presentation prepared
by CCi’s marketing department, using source material fram an independent marketing research
firm. It includes quotes from one-half of a chart on one slide (Number 9}, which is headed
“Who They Are.” The chart summarizes interviews with Corinthian students and in many cases
uses the students’ own words to describe themselves, Other research by the firm found that
community college students use many of the same words to describe themselves

The complaint makes no mention of the right side of the chart, headed "What They Need,”
which Includes descriptions of the values that students want and that Corinthian’s schools
offer; “Encouragement, scmeone who belioves in tham,” “Trust is earned, not automatic,” and
“Don’t BS me, tell it like it is.”

The complaint mischaracterizes the source of information from one side of a chart in an etfort
to wrongly accuse Corinthian of predatory behavior, while ignoring information on the other
side of the same chart that demonstrates Corinthian secks to deal honestly with students and

help them succeed.
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Demand
Generralion

Who they are

What they need

Low self-esteem, few base hits

» Confident, capable, real aduit,
role model for kids

Stuck, unable to see and plan
well for future

» Someone who can show them how
so they can gain independence

Few people in their lives who
care about them

» Encouragement, someone who
believes in them

Isolated

+ Sense of belonging, place where
they can succeed

Alithenticity rules!

» Don't BS me, tell it like it is

Peers are most credible

» Trust is earned, not automatic

impatient, want quick solutions

solutions
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PROOF OF SERVICE

[ am employed in the County ol Los Angeles, State of California. 1 am over the age ol 18
and not a party to the within action. My business address is 1800 Avenue of the Stars, Suite 900,
Los Angeles, California 90067-4276.

On March 17, 2014, at approximately 2:30 PM Pacific Time, I served the foregoing
document described as The School’s Amended Verified Answer on each interested party, as
tollows:

Kamala ID. tfarris

Frances 1. Grunder

Nickias A. Akers

Nicholas (5. Campins

david A. Jones

California Department of Justice

455 Golden Gate Avenue, Suite 11000
San Francisco. CA 94102-7004

] (BY ELECTRONIC FILING AND SERVICHE) I posted the foregoing document
on the Court’s I'ile & ScrveXpress web site.
Iixccuted on March 17. 2014, at Los Angeles, California.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Khaldoun Shobaki
(Type or print name) (Signature}

EDQ0010357 R
290566 Proof of Service {Case No. CGC-13-534793)
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November 5, 2013

Albert i Gray, Ph.D.

President and Chief Executive Officer

Accrediting Council for Independent Colleges and Schools
750 First Street NE, Suite 980

Washingtan D.C. 22202-4223

Dear Dr. Gray:

We continue to appreciate all that the Council does to support CCi and its campuses as we jointly
work to provide quality caveer education for tens of thousands of students across the .S and in
Ontarie, Canada, Given the number of years that we have worked with the Council, we hope our
strong commitment to offering quality programs and to the proper treatment of students and
graduates is self-evident. We are proud that a high proportion of our students complete their
programs and that a large majority of our graduates pain employment in the fields for which they
have been trained, We are equally proud that the education we provide allows students to achicve
an improved quality of life for themselves and their families. As a result, we take very seriously any
allegation that we did not meet ouwr commitment to students and praduates.

We received Anthony Bieda's letter of Octoher 22, 2013, which requested a written responsetoa
complaint filed by California’s Attorney General, Specifically, Mr. Bieda requested a vesponse to the
allegations that aur schools misrepresented job placement rates to students and advertised
programs that they did not offer, We will provide a detailed response to the Council regarding these
false allegations in a few weeks, when the company files its forial response to the complaint with
the court.

Background: in Decembier, 2012, CCi received an investigative subpoena from the California
Attorney General's office, The subpoena was captioned as “In the Matter of the Investigation of For-
Profit Lducational Institutions.” The subpoena sought business records and respoenses to
interropatories related to CCi's cohort default rates, graduation rates, advertisements and
admissions, the announcements of CCi's intention to sell certain campuses, enrollment and financial
aid processes, call center policies and practices, lead generation and other matters, CCi owns and
operates only two ACICS aceredited schools in California: San Bernardino and Ontario Metro.

On February 1, 2013, we formally notified you and the Council of the subpoena and reiterated our
commitment Lo cooperate fully with ACICS and the California Attorney General, Over the last nine
months CCi has provided all requested information to the Attorney General and have had almost
weekly communication with staff from the Attorney General’s office, However, on Thursday,
Octoher 10, 2013, we were blindsided when the complaint was filed in San Francisco Superior
Court, Prior to filing the lawsuit and holding a press conference, the AG did not share the results of
its investigation with us; did not demand a settlemeny; and did not threaten to file a lawsuit,
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Corinthian Colleges Inc.
California Attorney General Complaint
Examples of Misleading Allegations/Rebuttal

On October 10, 2014, the California Attorney General filed a complaint against Carinthian
Colleges, accusing our schools —wrongly — of inflating Job placement statistics for our
graduates. The complaint paints a misleading and inaccurate picture of our schools. We plan to
vigorously defend our employees, students and graduates against this complaint.

The Attorney General’s complaint is filled with allegations based on half a sentence, half a chart
or much fess than half of an email exchange or presentation. it repeatedly omits readtly
available facts and direct guotes that contradict or undercut its charges. The resuit is a
complaint that’s much less than half-way accurate or half-way convincing,

The complaint fails to note that:

e Everyyear, tens of thousands of students graduate from one of Corinthian’s schools and
find jobs in the fields for which they train;

¢ Corinthian has more than 750 Career Services employees nationwide dedicated to helping
our graduates find jobs;

» Corinthian has relationships with thousands of large and small employers nationwide, some
of whom hire dozens of our graduates every year;

s About cight years ago, Corinthian became one of the first companies in the education
sectar to establish an institution-wide verification team that checks the accuracy of job
placement data reported by its campuses;

» Unlike most traditional colteges and universitics, which are regionally accredited, the
majority of our schools are required by national accreditation agencies to help a high
percentage of our graduates find employment in their fields; and

o Corinthian goes even farther, holding its regionally accredited schools — Heald and Everest
Coltege Phoenix —to the same standards.

Below we offer two examples of mislcading allegations contained in the complaint. Both of

them cite portions of documents that the Attorney General’s office elected to leave out of the
complaint, even though the office had all of these documents before the complaint was filed,
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Example Two

What the Cal AG put in the allegation: Brief quotes from a single chart in a
PowerPoint presentation by Corinthian’s marketing department, which the
complaint cites to wrongly accuse the schoaols of exploiting students and
disparaging them as having “low-self-esteem” and being “unable to see and plan
well for the future.”

What they left out: Half of the chart, which shows the opposite. Under the
heading “What They Need,” the chart says Corinthian offers students

EENN

“cncouragement, someone who believes in them,” “Sense of belonging, place

where they can succeed,” and “Don’t BS me, tell it like it is.”

Background:

On page 2, in paragraph 3, the complaint refers to a 64-slide PowerPoint presentation prepared
by CCi’s marketing department, using source material fram an independent marketing research
firm. It includes quotes from one-half of a chart on one slide (Number 9}, which is headed
“Who They Are.” The chart summarizes interviews with Corinthian students and in many cases
uses the students’ own words to describe themselves, Other research by the firm found that
community college students use many of the same words to describe themselves

The complaint makes no mention of the right side of the chart, headed "What They Need,”
which Includes descriptions of the values that students want and that Corinthian’s schools
offer; “Encouragement, scmeone who belioves in tham,” “Trust is earned, not automatic,” and
“Don’t BS me, tell it like it is.”

The complaint mischaracterizes the source of information from one side of a chart in an etfort
to wrongly accuse Corinthian of predatory behavior, while ignoring information on the other
side of the same chart that demonstrates Corinthian secks to deal honestly with students and

help them succeed.
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Demand
Generralion

Who they are

What they need

Low self-esteem, few base hits

» Confident, capable, real aduit,
role model for kids

Stuck, unable to see and plan
well for future

» Someone who can show them how
so they can gain independence

Few people in their lives who
care about them

» Encouragement, someone who
believes in them

Isolated

+ Sense of belonging, place where
they can succeed

Alithenticity rules!

» Don't BS me, tell it like it is

Peers are most credible

» Trust is earned, not automatic

impatient, want quick solutions

solutions

EDO00010409
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PROOF OF SERVICE

[ am employed in the County ol Los Angeles, State of California. 1 am over the age ol 18
and not a party to the within action. My business address is 1800 Avenue of the Stars, Suite 900,
Los Angeles, California 90067-4276.

On March 17, 2014, at approximately 2:30 PM Pacific Time, I served the foregoing
document described as The School’s Amended Verified Answer on each interested party, as
tollows:

Kamala ID. tfarris

Frances 1. Grunder

Nickias A. Akers

Nicholas (5. Campins

david A. Jones

California Department of Justice

455 Golden Gate Avenue, Suite 11000
San Francisco. CA 94102-7004

] (BY ELECTRONIC FILING AND SERVICHE) I posted the foregoing document
on the Court’s I'ile & ScrveXpress web site.
Iixccuted on March 17. 2014, at Los Angeles, California.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Khaldoun Shobaki
(Type or print name) (Signature}

EDQ00010501 R
290566 Proof of Service {Case No. CGC-13-534793)
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January 31, 2014 1D Code 00015360

VIA E-MAIL ONLY

Mr. John Andrews

Vice President, Accreditation and Licensing
Corinthian Colleges Inc.

6 Hution Centre Drive, Suite 400

Santa Ana, CA 92707-57646

Dear John:

ACICS appreciates and acknowledges the letter from Mr. Massimino (December 26, 2013}
regarding Senator Richard J. Durbin’s inquiry into Corinthian Colleges Inc. and the allegations
contained in the Huffington Post article, “How a For-Profit College Created Fuake Jobs to Get
Taxpayer Money.” In addition, ACICS appreciates the supplemental information provided by
CCi officials directly to this office.

The Council is required to review any adverse information regarding an institution once such
information becomes known. Please provide the Council with the following additional
information:

1. Describe in greater detail the “robust, extensive process to verify the accuracy of
job placement statisties” utilized by CCi to review placement data submitted to
ACICS by member institutions.

7. Describe the composition of the corporate-level team that re-verifics job placement
statistics for all campuses, including information about who dircctly manages the
20 full-time people on that team, and that manager’s position in the organization
chart.

3 Please describe how CCi ensures that conflicts of interest arc avoided using this
type of intcrnal verification process.

4  CCi has indicated that in 2012 about two out of three {67%) graduates found
employment in their fields of study. In light of the controversy surrounding
placement practices at three Everest campuses located n Georgia,

750 First Street, NE, Suite 980 « Washington, DC 20002-4223 + t-202.336.6780 » - 202.842.2553 +




EDO00010513



Exhibit 2

EDO00010514




EDO00010515



EDO00010516



Exhibit 3




RVPO Employer Site Visit

Employer Name - o Address {Street) '
Employer Contact Name - Address (City, ZIP) .
Employer Contact Title - State h
Employer Phone o visitpate |

For all employers who have hired five (5) or more graduates (students who have graduated in the current tiscal
year) at a single location/site.

# | Graduate Last Name | FirstName [Program | Grad Date [ Placement Date |
d )

3

4

5 ..... — ——— — —

6

7 .

8

9 —————— —_ —_— — | —

10

Describe the employer’'s business model and services.

What feedback did the employer provide about the graduates that they hired and their general experience with
our campus and staff?

Does the employer plan to hire any more of our graduates in the next 6 months? Please explain why or why not.

Does the site appear to provide sustainable placements for our graduates that require direct use of the skills they
learned in their program of study? Please explain.

QOther comments:

RVPO Name (Or Designee*)

Signature Date

RVPO to provide completed form (fax or scanned copy acceptable) to campus DOCS; DOCS o file form, upload to the Employment
Verification Portal and document in CVUE in accordance with standard operating procedures
*Must be non-Career Services and manager-fevel
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] Director, Employment )
Title: Date: Aprit 1, 2012
Verification

Dept/Location: Compliance/CSC Status: Active

Job Summary:
The Director of Employment Verification oversees the planning, development and administration

of verifying placements and waivers by developing and enforcing good placement practices that

satisfy regulatory and company requirements.

Job Responsibilities:

s Oversees daily activities of Verification Auditors engaged in confirming that placements
and waivers meet set standards.

o Recruits, selects, and trains new Verification Auditors.
¢ Conducts performance reviews.

» Oversees and ensures a high quality process (including but not limited to, work flows,
phone scripts, and information technology systems) within the department tc meeat
regulatory and company requirements.

o Develops plans to gather and test employment data.

o Works with various CSC teams and depariments {o ensure that all discrepancies
found are resolved.

o Participates in the formutlation of policies.

» Prepares quality documentation and reports by collecting, analyzing and summarizing
verification information and trends.

+ Educates constituents {in the field and at CSC) regarding verification outcomes and
trends.

+ Remains current on key regulatory trends and develapments to ensure verification
processes are up-to-date.

s | ead/execute other compliance projects as defined by supervisor.

Qualifications:
» Prior experience defining, creating and managing complex processes that support

operational ohjectives.
» Strong preference for experience managing an audit function.
» Preference for process re-engineering experience with knowledge and application of Six

Sigma principles.

Page 1
This job description is intended o describe the general nafure of the work, it is not all inclusive. Al responsibifities are
cansidered to be essential functions of the job. The Company reserves the right to modify job descriptions as it deems
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* Prior experience with change management on large projects (e.g., enterprise system
implementation and process re-engineering).

s Strong analytical skills with the ability to contextualize and effectively communicate the
results to leadership and other stakeholders.

+« Excellent verbal and written communication skitls.

« Bachelor's degree required - Advanced degree preferred.

+ Intermediate/expert knowledge of Microsoft Office.

Supervision/Contacts:
» Reports to — Vice President of Compliance

« Direct reports — Employment & Waiver Verification Auditors

Additional Requirements:

Work Environment — Check the box which best describes the environment in which the

employee will normally work while performing the essential functions of this position:

X Office: Work is normally performed in a typical interior/office environment that requires

normal safety precautions {such as in typical office ar administrative work).

~Outdoors: Work is performed in various environmental conditions and performed mostly

outside in hot or cold temperatures.

' Moderate risk: Work involves moderate risks or discomforts that require special safety
precautions {such as working around moving parts or machines; exposure to irritants or
chemicals). Employees may be required to use protective clothing or gear, such as masks,

: gowns, goggles, gloves and/or shields.

" High Risk: Work environment involves high risks with exposure to potentially dangerous

situations or unusual environmental stress that require a range of safety and other

precautions, e.g., working at great heights under extreme outdoor weather conditions, etec.

Physical Demands - Check the bhox which best describes the physical demands of the

employee while performing the essential functions of this position:

Sedentary work: Job involves sitting most of the time; walking, lifting, bending, standing etc.

may be minimally required.

Fage 2
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X | Light work: Job involves sitting most of the time; walking, lifting, bending, standing etc. are

occasionally required.

Medium work: Job invaives standing more than four hours per day, stooping, bending,

lifting/pushing up to 25 |bs, etc. are regularly required.

Heavy work: Job requires routinely standing, stooping, bending and lifting/pushing up to 50 lbs,

or exerting heavy force,

Travel — Check the box which best describes the amount of travel required to perform the

essential functions of this position:

X Rarely if at all — less 10% of the time.

Occasicnally — up to 25% of the time.

* Frequent — more that 25% of the time.

Please provide any other perlinent information about this position:

Page 3
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Job Description

Title: Manager, Placement Verification Date: April 3, 2013
DeptiLocation: Compliance/CSC Status: Exempt

Job Summary:
The Manager of Placement Verification assures consistent quality of placements and waivers by

developing and .enforcing good employment practices that satisfy regulatery and company

requirements, praviding reporting and managing staff.

Job Responsibilities:

s« Supervises and coordinates daily activities of Verification Specialists engaged in verifying
employment and waivers.

o Recruits, selects, and trains new Verification Specialist.
o Conducts performance reviews.

s Develops and maintains a verification system {including but not limited to, process work
fiows, phone scripts, and information technology systems) to assure placements meet
regulatory and company requirements.

o Develops plans to gather and test placement data.

o Works with various CSC teams and departments to ensure that all discrepancies
found are resolved.

o Participates in the foermulation of policies.

» Prepares quality documentation and reports by collecting, analyzing and summarizing
verification information and trends.

» Educates constituents {in the field and at CSC) regarding verification outcomes and
trends.

« Remains current on key regulatory trends and developments to ensure verification
processes are up-{o-date.

» Lead/execute other compliance projects as defined by supervisor.

Qualifications:
» Bachelor's degree or equivalent work experience required.

» Must have one to three years’ experience managing and supervising staff to effectively
monitor and develop business operations and meet corporate objectives.

» Strong analytical skills.

o Excellent verbal and written communication skills.

» Intermediate/expert knowledge of Microsoft Office.

Page 1
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Supervision/Contacts:
s+ Reports to ~ Vice President of Compliance

« Directreports — Placement Verification Specialists

Additional Requirements:

Work Environment — Check the box which best describes the environment in which the

employee will normally work while performing the essential functions of this position:

X  Office: Work is normally performed in a typical interior/office environment that requires

normal safety precautions {such as in typical office or adm|mstrat|ve woTk).

Outdoors: Work is performed in various environmental conditions and performed mostly

out31de in hot or cold temperatures

Moderate risk: Work involves moderate risks or discomforts that require special safety
precautions {such as working around moving parts or machines; exposure to irritants or
chemicals). Employees may be required to use protective clothing or gear, such as masks,

gowns, gogglas, gloves andfor shields.

High Risk: Work environment involves high risks with exposure to potentially dangerous
situations or unusual environmental stress that require a range of safety and other

precauhons eg., workmg at great heights under extreme outdoor weather conditions, etc

Physical Demands - Check the box which best describes the physical demands of the

employee while performing the essential functions of this position:

Sedentary work: Job involves sitting most of the time; walking, lifting, bending, standing etc.

E may be minimally required
|
I

Light work: Job involves 5|tt|ng most of the time; walking, lifting, bendmg standing etc. are

| occasionally required.

Medium work: Job involves standing more than four hours per day; stooping, bending,

lifting/pushing up to 25 1bs. etc. are regularly reguired.

Heavy work: Job requires routinely standing, stooping, bending, lifting/pushing up to 50 tbs. or

exerting heavy force.

Page 2
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Job Description

Travel — Check the box which best describes the amount of travel required to perform the

essential functions of this position:

| X | Rarely if at all - tess 10% of the time.

T
i Occasionally — up to 25% of the time.

! Frequent — more that 25% of the time.

Please provide any other pertinent information about this position:

Page 3
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Title: Manager, Quality & Training Date: 2/812013
Dept/Location: Compliance Department/ CSC Status: Active

Job Summary:

To manage the Training and Quality Assurance team within the Comptiance Department, and to
implement a monitoring and training methodology and quality assurance program that measures
process effectiveness and mitigates organizational risk. The manager ensures gquality standards,

assesses Comptiance requirements, monitors performance and supervises production.

Job Responsibilities:

+» People Development
o Coordinate the facilitation of Compliance related training initiatives.
o Coordinate the development and implementation of performance improvement plans
with Team and Group Leaders
¢ Ensure employees have opportunity far success and satisfaction by creating,
supporting, and implementing employee development activities
« Peopie Management
o Administer appropriate corrective disciplinary actions and supporting documentation
to address employee performance and/or behavioral issues.
< Manage the administration of the performance management processes for direct
reports, and assist leadership with perfermance management processes as it relates
to Quality and Training.
s Process Development
s Develop and implement appropriate methods, practices, policies, procedures and
keeping employees informed of changes. May include preparation of administrative
and statistical reports.
o Ensure company philosophies are incorporated into training curriculum.
o Keep self-educated on new/improved training techniques, and industry standards.
+« Process Monitaring
¢ Administer company’s customer experience guidelines, and monitor department’s
adherence.
o Regularly inspect the quality of work of employees to ensure that all standards are
followed.

o Regularly conduct quality calibrations to ensure consistency.

Page 1
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o Wark with customers, internal or external, to resolve escalated issues regarding
guality of service. Coordinating with cther departments to resolve issues.

o Assess the effectiveness of training programs during and at designated intervals after
delivery.

s  Strategy Administration

o Provide input to, as well as communicate company strategy and motivate employees
toward achieving company vision.

o Assess, make recommendations to, and manage within a budget, Make informed
decisions and choices based upon priority, business necessity and hottom fine
impact.

»  Carry-out initiatives as outlined in department's mission statement and operating plan

o Be a subject matter expert or department/ffunctiona! lead on projects with cross

functional/departmental impact.

Qualifications:

= Bachelor's degree

» 1-3years in management and/or corperate training environment

» 1.3 years supervising and developing employees in a call center/customer service
environment

« Building Effective Teams, Problem Solving, Presentation Skills, Motivating Others, Customer
Focus, Communication Skills

*  Microsoft Office Suite Efficient

Supervision/Contacts:

s Reports to VP, Compliance

= Directreports - Quality Assurance Specialist

Work Environment — Check the hox which best describes the environment in which the
employee will normally work while performing the essential functions of this position:

. X | Office: Work is normally performed in a typical interior/office environment that reguires

counsidered to be essantial functions of the job. The Company reserves e right fo madify job descriptions as it doems
necessary to properly conduct business. ED00010530
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normal safety precautions {such as in typlcal office or admwstratwe work).

Qutdoors: Work is performed in various environmental conditions and performed mostly

i outside in hot or cold temperatures.

Moderate risk: Work involves moderate nsks or d1scomforts that require special safety

precautions (such as working around moving parts or machines; exposure to irritants or
chemicals). Employees may be required to use protective clothing or gear, such as masks,

gowns, goggles, gloves and/or sh|e|ds

High Risk: Work environment mvol\res hlgh rlsks with exposure to potentially dangerous

| situations or unusual environmental stress that require a range of safety and other

‘ precautions, e.g., working at great heights under extreme outdoor weather conditions, etc.

Physical Demands - Check the bax which best describes the physical demands of the

employee while performing the essential functions of this position:

[ e - S . .

Sedentary work Job |nv0|ve5 S|tt|ng most of the hme walking, ||ftmg bending, standing etc.

may be mmlmally requlred

X | Lightwork: Job involves sﬂtmg most of the time; walking, In‘tmg bending, standing etc. are

occasionally required.

Medium work: Job involves standing more than four hours per day, stooping, bending,

lifting/pushing up to 25 Ibs. etc. are regularly reqwred ,

Heavy work: Job requires routinely standing, stooping, bending, qutmg!pushmg up to 50 Ibs. or

exerting heavy force.

Travel — Check the box which best describes the amount of travel required to perform the

essential functions of this position:

X I Rarely if at all — less 10% of the time.

~ Occasionally — up to 25% of the time.

Frequent — more that 25% of the time.

Page 3
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Title: Placement Verification Specialist Date: 4/14/20089
Dept/l_ocation: Compliance f CSC Status: Active

Job Summary:

As a member of the Corporate Verification team, the Placement Specialist supports, tracks,
updates, and docurnents verification. The Specialist performs on going audits to verify all
placement information entered into the CCI system is accurate. Supports team members,

campuses, and other departments with a variety of projects.

Job Responsibilities:

» Traveling may be required, including but not limited to international travel to Canada

= Attempt 100% verification of all placements entered into the system. Successfully complete
verifications for 85% of all Placements entered into the system,

= Audit all placement records in databases.

»  Work with individual campuses and regions as well as corporate leadership to communicate
any variation and/for trends in verification results.

= Work as a team to develop processes and achieve production targets.

« Represent CCi positively and professionally to prospective students, graduates, the
community and national employers.

 Ready all data files to be archived.

» Perform other duties and responsibilities as assigned

+ Must keep up to date on current changes in state, ministry, federal, and accreditor

regulations, laws, guidelines, and rules.

Qualifications:

« Bachelor's degree desired, but not required

» Bilingual (Engfish/Spanish} a plus

+« Job experience in Marketing, Business or related field a must

* Excellent communication skills — written and verbally. Coaching when necessary

« Highly proficient in computer skills (Word, Excel, and Access) and strong telephene skills
reguired. Large volurne of data entry

» Ability to work well independently and in a team envircnment

« Ability to collect, organize, research, and report data

Page 1
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Supervision/Contacts:

» Reports to (title anly) - Placement Specialist Supervisor

= Direct reports (titles reporting to this position} — N/A

Work Environment — Check the box which best describes the environment in which the

employee will normally work while performing the essential functions of this position:

1 X | Office: Work is normally performed in a typical interior/office environment that reguires

normal safety precautions (such as in typical office or administrative work).

|

|

|
{ Outdoors: Work is performed in various environmental conditions and performed mostly
|

|

outside in hot or cold temperatures.

Moderate risk: Work involves moderate risks or discomforts that require special safety
precautions (such as working around moving parts or machines; exposure to irritants or |
chemicals). Employees may be required to use protective clothing or gear, such as masks,

gowns, goggles, gloves and/or shields.

High Risk: Work environment involves high risks with exposure to potentially dangerous

situations or unusual environmental stress that require a range of safety and other

precautions, e.g., working at great heights under extreme outdoor weather conditions, etc.

Physical Demands - Check the box which best describes the physical demands of the

employee while performing the essential functions of this position:

71 - 1

X | Sedentary work: Job involves sitting mast of the time, walking, lifting, bending, standing etc.

may be minimally required.

Light work: Job involves sitting most of the time; walking, lifting, bending, standing etc. are

occasionally required.

Medium work: Job involves standing mere than four hours per day; stooping, bending,

liftingfoushing up to 25 Ibs. etc. are regularly required.

- ]

Heavy wark: Job requires routinely standing, stooping, bending, lifting/fpushing up to 50 Ibs. or

exerting heavy force.

Page 2
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Travel — Check the box which best describes the amount of travel required to perfarm the

essential functions of this positian:

X ]' Rarely if at all - lass 10% of the time.

Occasionally — up to 25% of the time.

Frequent — more that 25% of the time.
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EVEREST STANDS BEHIND ITS GRADUATES

LOCAL EMPLOYER AFFILIATION AGREEMENT
THIS LOCAL EMPLOYER AFFILIATION AGREEMENT (this “Agreement”) is effective the ,_?_O__t'\.
day of A2 ?Ll""" , ZO U, by and betwcen Evcrest Institute, located at 2460 Weslcy Chapel Rond,
Sufta 100 Decatur, GA 30035 (hereinafter, the “School”) and INAME OF
EMPLOYER] (“Employer™). _

RECITALS
WHEREAS, School offers educational programs in the Atlanta metropolitan area (“Atlanta”) that prepare
its graduates (*Graduates”) for careers in cerlain job fields; and
WHEREAS, School is proud of its Graduates and believes that its Grnduates are prepared for jobs in the
fields in which they have been trained; and
WHEREAS, Employer operates in Atlanta and, from time to time, hires skilled workers to meet its
business nceds; and

WHEREAS, the recent economic downturn and resulting high unemployment rates has given rise to a
high number of Graduates currently looking for employment who are competing with other job applicants for a

limited number of job openings in the Atlanta market; and

WHEREAS, School desires to assist its Graduates in finding employment by afliliating with local
businesses such as Employer to consider hiring Graduates of the School; and

WHEREAS, Employer currently or in the near future will need to hire workers skilled in one or more of
the fields in which Graduates have been trained by School; and

WHEREAS, Employer is willing to consider hiring Graduates who are qualified to perform the job duties
required by Employer; and

WHEREAS, School understands that hiring new employees requires Employer to orient and train new
employees on the particular business requiremems of Employer, and that such new employee training and

orientation might impose financial and operational burdens on Employer;

WHEREAS, School is willing to stand behind its training and its Graduates by assisting Employer in
defraying a portion of the financial and operational burdens Employer would incur in on-boarding Graduates as
new employees, including costs related to orienting Graduates to Employer’s procedures, policies and practices,

upon the terms and conditions set forth herein,
NQOW, THEREFORE, the parties hereto agree as follows:

1. Responsibilities of School:
School agrees that it shali refer qualified Graduates to Employer for preferred consideration for bona fide,

a.
sustainable employment positions in the fields in which Employer has expressed a need.

b. School shall designate an employment coordinator who will provide a list of Graduate names and contact
«  information to Employer.

School shall instruct each Graduate to adhere to applicable protocols set for interviews by Employer when
applicable.

d. If Employer hires a Graduate into a bona fide position between June 27" and Scptember 30, 2011, and
Graduate remains employed with Employer for ot least 30 days, then School will pay to Employer
$2,000.00 (the “Onboarding Allowance”) to help defray the costs of on-boarding such Graduate,
including costs related to orienting Graduate to Employer’s procedures, policies and practices,

Lol Employer Afilintlon Agrecment
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2, Responsibllitics of Employer:
n Limployer agrees to conalder hiring each qualified Gradute referred (o Emgdoyer by Schaol

b. - Employer represeity, warrants and covenants that any job position it fills by hiring a Geakeser will he a
* bona fide, sustainable position nocessary to moet the business and operational nceds of Exmpdoyer, and
that 1t will ot neeept ahy portun ol the Unboanding Allowance if it has amy then-wront Eaenton of
tatmibnating the epydoynwent of Graduate,

¢. Guyployer thall provide 1o School written employment verification of each Gracete brad, m:iudmg furst
day werilleation of employment, ks weil as thirty-day veritication of emptoyment m ot B pective the
Onboanding Allowanee,

3, Term and Tormination: The term of this Agreentent shatl commence June 24, 2011 and shail expoe o
Decomber 31, 20T L

4. Non.Discimination; Neithee party shall discriminate aginst any Graduate on the basis of race, colx,
religlon, oreed, sex, nnlfonal odpin, age, sexual areatation, pender identity oF 3tans, roanital 06 veterans st
in the porflnmance of this Agreement.

5. Qoneral:

a. Notlees: All notices or other communications shall be deermed to be sutticiend if wrien, delivered i
person or depbaited into first class miail, postage prepaid, addressed o the other party o the address
desigmited for onch party below. The person and address 10 which notices are o be given may be
changed at any thme upon written notice to the otber party.

b. Uso of Employer Name; School may list Employer as an emplover of its grahmtes i its standand
publication or vtherwise make reference to Employer in any filings or submissions 1 regulanxy
nuthoritiea o aeerediting agenciey,

t. Dintire Agreoment; This Agreement constitutes the eatire agreement between the parties heeta, This
Agroomenl supersedes any and all prior agsenents, diSTussions, HePOLAONS, WTINZCMEMS, oF
understandings, whether written, arnl or implicd, with respect to the subject mater of this Agrestocn
This Agreemient may not be modified or amended without the peior written consent of each party.

d. Third Party Denoficiary: This Agreement shall be constried 1o the benefit of the parties only and shall
not be construed to the benefit of any thind party, including but aol Yimited to any Graduue,

IN WITNESS WHEREOF, the parties have executed this Agreement 1o be effective a8 of the date it
abové written. .

RYEREST INSTITUTE

By:
Name;
Title:

Addroag
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SUPERIOR COURT OF CALIFORNIA
COUNTY OF SAN FRANCISCO

Document Scanning Lead Sheet
Dec-13-2013 3:.00 pm

Case Number: CGC-13-534793
Filing Date: Dec-13-2013 2:59
Filed by: SHAWNA VANTREE
Juke Box: 001 Image: 04309112
ORDER

THE PEOPLE OF THE STATE OF CALIFORNIA VS. HEALD COLLEGE, LLC et al

001C04309112

Instructions:
Please place this sheet on top of the document to be scanned.
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THIS COMPLETED CIVIL INVESTIGATIVE DEMAND MUST BE DATED AND
SIGNED UNDER OATH AND RETURNED TO THE ATTORNEY GENERAL’S OFFICE
TO BE RECEIVED ON OR BEFORE THE DATE SHOWN ABOVE.

RESPONDENT MUST COMPLETE THE FOLLOWING VERIFICATION:
Verification of Response

STATE OF

e e
wn

COUNTY OF

The undersigned, being first duly sworn, deposes and says: That he/she makes this
verification of the following response on behalf of the person or business to whom this
Civil Investigative Demand is directed as indicated above, that he/she is authorized to
do so, that he/she has read this Civil Investigative Demand and the answers thereto and
that the facts and matters set forth in the following answers are true and accurate to the
best of his/her knowledge and belief.

Signature of Verifying Party:

Name of Verifying Party:

Title of Verifying Party:

Subscribed and swom to before me this day of , 201

Notary Public
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CIVIL INVESTIGATIVE DEMAND

Instructions and Definitions

A.

Any written or physical information provided in response to this demand must be
clearly labeled and specifically identified by reference to the demand paragraph to
which it is responsive. :

Whenever a demand asks Respondent to “identify”, or for the “identity” of a
document, the response must include at least the nature and contents of the
document, the “identity” of the addressee, the “identity” of the author and signer, the
date of the document, and sufficient information to enable ARIZONA to identify it for
purposes of a subpoena duces tecum.

If any material or documents requested were, but are no longer, in Respondent’s
possession, custody, or control, please identify any and all persons who now have
possession, custody and control of the requested material or documents. If
materials or documents are missing, destroyed or have been lost, affirmatively state
when and how the materials left Respondent’s possession. If there are persons
with knowledge of the disposition of any such materials, identify those persons.

Documents shall be produced in accordance with Exhibit 1, attached.

Specified Period. Unless otherwise indicated by a particular demand, the period of
time for which information is sought is January 1, 2008 to the present.

The term "Respondent(s)" and “You" and "Your" means Corinthian Colleges, Inc.,
(CCI) and includes any and all names under which it has conducted business, and
any entity owning, owned, operated or controlled by Corinthian Colleges, Inc., as
well as any predecessor or successor entity, or any employee, agent,
representative, affiliate, assignor, or subsidiary of Corinthian Colleges, Inc., and any
educational institution, school, campus, program, and/or courses of study offered
directly or indirectly by it and any of its affiliates, including, but not limited to
Everest, Everest College, Everest Institute, Everest University, Everest University
Online, Everest College — Phoenix, WyoTech, and Heald College. If the context of
the request requires a response for multiple affiliates, entities, schools, institutions,
campuses, programs, etc., then Respondent shall designate each applicable entity,
school, institution, campus, etc. and provide the responsive information/documents
requested.

The terms “customer” or “consumer” or "student” mean and include a person who

has been solicited by Respondent relating to services, who has given anything of
value to Respondent for services, has entered into an oral or written agreement
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1.

with Respondent for the provision of services, or is obligated to Respondent
through the assignment of any oral or written agreement. “Customer” or “consumer”
or "student” includes a prospective or actual customer, member, enrollee, client or
any other type of account.

The term "services” includes, but is not limited to offering educational courses or
classes, training classes, training programs, or any programs of study, whether
provided at a physical location for students o congregate or online.

The term "documentary material” or “document” shall mean all written or graphic
matter or electronically stored information (ESI), whether in final or draft form,
however produced, or reproduced, of every kind and description in your actual or
constructive possession, custody, care or control, including notes, letters,
memoranda, ledgers, worksheets, records, books of account, accounting records,
brochures, circulars, advertisements, proofs, sheets, books, magazines, reprints,
summaries, reports, studies, projections, notebooks, diaries, calendars, appointment
books, registers, graphs, charts, sketches, drawings, plans, tables, calculations,
specifications, analyses, inter-corporate communications, papers, writings,
agreements, contracts, purchase orders, acknowledgments, receipts, shipping
papers, checks, invoices, authorizations, budgets, schedules, transcripts,
correspondence, drafts, telegrams, cables, telexes, e-mails, website content,
memoranda of telephone conversations, minutes of meetings, drafts of any of the
foregoing which are non-identical because of marginal notations or otherwise, and
other documents as appropriate in context. Any internal audit, review, examination,
critique or report of any of Respondent's practices and procedures is included within
this term.

This CID is intended to cover documents and ESI in every form or source in which
such documents or ESI exists or in which you possess it, including without limitation
computer or electronic files stored on file servers, e-mail servers, work stations,
desktops, hard drives, personal digital assistants (PDA's), smartphones (e.g.,
"Blackberrys”, “IPhones”, “Droids”), tablets (e.g., iPads) and other mobile electronic
devices, or other electronic social or industrial/lbusiness web-based media (e.g.,
Facebook®, Twitter®, Linkedin®) within your control; records, data, reports, and
queries derived from or residing in applications and databases; computer printouts,
contracts, cost sheets, data compilations from which information can be obtained,
derived, or can be translated through detection devices or converted or translated
into reasonably usable form, magnetic discs, magnetic strips, magnetic tape,
recognition characters, microfiche, microfilm, optical characters, punched cards,
punched paper tapes, audio tapes or recordings, or video tapes or recordings.

Documents and ESI are in your “constructive possession, custody, care or control” if
they reside physically or digitally on your premises, and also if they reside at the
facilities of or on the servers or other devices of third parties such as “cloud"
providers, document storage facilities, back up sites, and other entities with whom
you contract to maintain or house your documents and ESI.
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. The term “advertisement” means any and all attempts by publication, dissemination,
solicitation or circulation by any device, whether in a brochure, newspaper,
periodical radio, television billboard, or via the internet: to induce directly or
indirectly any person fo enter into or continue any obligation, or to promote the sale
or performance of services, to recruit potential students, or to obtain personally
identifiable information (including without limitation name, address, birth date, phone
number, email address, or educational status).

. For purposes of responding to this subpoena, the term "affiliate" shall mean: a
corporation, partnership, business trust, joint venture or other artificial entity which
effectively controls, or is effectively controlled by you, or which is related to you as
a parent or subsidiary or sibling entity. "Effectively controls" shall mean having the
status of owner, investor (if 5% or more of voting stock), partner, member, officer,
director, manager, settlor, trustee, beneficlary or ultimate equitable owner. The
term "ARIZONA" affiliates" shall mean those of your affiliates which do business in
ARIZONA or which are licensed to do business in ARIZONA.

. The term “ARIZONA student(s)” shall mean any student who resides IN ARIZONA
who takes classes or coursework at CCl or any affiliate, including, but not limited to,
online classes or coursework.

. If use of the words “and,” “or" or “and/or” create any doubt about the inclusiveness of
a specific CID paragraph, adopt the meaning resulting in the provision of more,
rather than less, information. If the use of the word “any” creates doubt about the
inclusiveness of a specific CID paragraph, adopt the meaning resulting in the
provision of more, rather than less, information. For example, consider “any” as
synonymous with “every.”

. The term “Identify” means when used to refer to a natural person to state the
person's full name, present or last known address, telephone number, fax number,
e-mail address, and the person’s present or last known employment position and/or
enroliment status with You.

. The term “Job Placement Rate” means and includes any and all rates of
employment for students You calculate to provide to an accrediting body, state
authority and/or licensing agency, any and all employment rates for students you
maintain or calculate internally or otherwise even if not provided to any outside
accreditor, licensing or regulating body, and any and all employment rates for
students You advertise or communicate to students or potential students.
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Inquiries to RESPONDENT

%

Identify all persons who drafted or assisted in drafting the answers to these
questions and/or assisted in producing the requested documents.

Provide background information on Respondent, including:

a. The correct legal name of Respondent and the type of business organization
(e.g., corporation, partnership, etc.);

b. The street addresses for all business properties, places where services are
rendered, including main and branch offices, used by Respondent in ARIZONA,
the identity of each entity conducting business at such location, a brief
description of the business operations actually conducted at each location,
including but not limited to whether the location is a campus, administrative
offices, or call center, and the date(s) each address was used.

c. The Respondent's registered agent(s) in ARIZONA, if any;
d. The Respondent's Internal Revenue Service tax identification number(s).

e. A description of Respondent’s corporate organizational structure, including
any parent companies, affiliates, and subsidiaries.

f. The OPE ID for EACH ARIZONA campus or online program, and identify the
main campus and any and all other campuses or online programs associated
with this OPE ID.

g. The number of ARIZONA resident students enrolled in a school, campus or
online program offered by Respondent during the specified period. In providing
this information, organize the response first as a total, and then also per year and
per campus and/or online program.

h. A description of Respondent's administrative structure, including (1) which
entities provide educational services, (2) which entities provide administrative or
support services to the educational service providers, (3) whether for any
academic or training program, campus or online program there is a president, a
director, vice president, dean, manager, etc. and Identify the persons holding or
who have held those positions for the academic or training program, schools,
campuses and programs, including online programs, provided in ARIZONA or to
ARIZONA residents,

i. Alist of all applications and databases, whether proprietary, customized, “off

the shelf’ or otherwise, that you use in your business, including the individual
responsible for administering the application.
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j.  Alist of all academic/training programs offered by Respondent to residents
of ARIZONA, whether at physical campus or online, and the number of ARIZONA
residents enrolled in each academic or training program during the specified
period. In providing this information, organize the response first as a total, then
also by affiliate.

Identify and describe any and all notices of restrictions, limitations and/or areas
of deficiency, inquiries, complaints, investigations, actions, and lawsuits by
federal and state law enforcement and regulatory agencies and/or accrediting
bodies pertaining in any way to Respondent’s business practices and rendering
of services in ARIZONA.

ldentify all ARIZONA students enrolled with Respondent, both online and/or at a
physical campus, during the specified time period, and for each student
Identified, provide the following:

a. Program(s) in which the student enrolled, including whether the program
was online or at a physical location;

b. Certificates, Degree(s) or other credential obtained;

c. All operative dates of enroliment, including date of first enroliment,
graduation, withdrawal, re-enroliment, suspension, and/or
termination;

d. Amount charged for tuition, fees, books, expenses or other charges;

e. Amount, date and type of financial aid You received from or on behalf of
student including, but not limited to, Pell Grant, Federal Stafford subsidized
and unsubsidized loans, Direct Loans, SEOG Grant, Perkins Loans, GEAR
UP scholarships, Gl Bill benefits, [ARIZONA grants and other aid] and/or
Veterans benefits.

f.  Amount and date of private student loan funds received from or on behalf of
student,

g. Amount and date of any and all Institutional loans, extensions of credits,
and/or any other financial obligations between You and the student,

h. Amount and date of any and all Institutional scholarship or grants awarded
to the student, and

i.  Amount paid by student and any outstanding balance or credit,

j-  The student'’s job placement status for calculating any and all Job
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10.

o

12

13.

14,

Placement Rates. [f the status for a student differed depending on the Job
Placement Rate calculated (i.e., whether for an accreditor, licensing agency,
state authority, internal tracking, etc), provide all varying statuses and state for
which calculation each status was attributed to the student.

Identify all current and former employees or contractors whose primary job duties
include recruitment, enroliment, and/or admission of students or potential students
with respect to campuses located in ARIZONA and/or programs, including, but not
limited to online programs, offered to ARIZONA residents.

Identify all current and former employees or contractors whose job duties included
academic advising to ARIZONA students.

List all sources of funding You receive from or on behalf of students in ARIZONA,
including but not limited to, (a) Pell Grant, (b) Federal Stafford Subsidized and
Unsubsidized Loans; (c) Direct Loans, (d) Perkins Loan, (€) SEOG Grant, (f)
GEAR UP scholarships, (g) Gl Bill, (h) Veterans approved benefits, [ARIZONA
grants and other aid] and with respect to each source of funding, state the
proportion each source bears in relation to Your overall revenue for each campus
and/or online program offered to ARIZONA students for the specified period.

Identify all current and former employees or contractors whose primary job duties
include financial aid services and counseling for ARIZONA students or potential
students.

Identify all current and former employees or contractors whose job duties included
career counseling to ARIZONA students

Identify all ARIZONA students or consumers who have requested a cancellation
or refund or who have otherwise complained by telephone, in writing or in any
other manner about any aspect of Respondent's business practices.

Identify any former or current lead generator or other commercial source of
information used by Respondent to facilitate recruitment or identification of
potential students.

Explain the standards for admission at Your schools and what criteria are used, if
any, for determining whether a student may be admitted to the institution and/or
into any specific academic or training program of study, if different.

Identify all accrediting agencies that have accredited Your schools or
academic/training programs offered to residents of ARIZONA, With respect to
programmatic accreditors, identify the specific programs accredited.

Identify all programs of study You offer in to ARIZONA students where
employment in the field requires a certification exam, licensing exam or

5
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15.

186.

y £ 8

18.

competency board. For each such program identified, provide:

(a) For the Specified Period, the number of students who enrolled in the
program;

(b)  For the Specified Period, the number of students who completed the
coursework for the program;

(c)  For the Specified Period, the number of students who took the applicable
exam/board;

(d)  For the Specified Period, the number of students who passed the
applicable exam/board.

Provide Your schools’ ARIZONA students’ pass rate as calculated or
communicated by the pertinent authority for any and all certification exams,
competency boards and/or licensing exams during the specified period.

Identify and provide all the Job Placement Rates for each program of study and
each campus serving ARIZONA students and each online program offered to
ARIZONA students from July 1, 2007 to the present. For each program and each
campus.

(a) Identify the categories of information You use for determining the Job
Placement Rates.

(b) Describe the process for obtaining the information You use for determining
the Job Placement Rates, including the mediums and timeframes used when
surveying or otherwise contacting students and graduates.

(c) Describe the methods You use to determine the Job Placement Rates.

(c) Identify all current and former employees or contractors whose job duties
included determining the Job Placement Rates and surveying or otherwise
contacting students and graduates to obtain the information used for such
determinations.

For each academic or training program offered to ARIZONA students provide
the number of ARIZONA students who have not completed the program in which
the student enrolled at Respondent during the specified period, whether through
withdrawal, termination, suspension, leave of absence, unexcused absence,
"drop," or other cessation of coursework or failure to meet criteria for graduation.
In responding, provide total numbers per program per academic period during the
specified period.

Identify all ARIZONA students who have not completed the coursework in which

-10-
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Documents Required to Be Produced

1.

All documents relating to any notices of restrictions, limitations, deficiency, or non-
compliance You have received, and/or any documents relating to any,
investigation, charges, inquiries, actions, or lawsuits by any federal, state,
regulatory agency or accrediting body during the Specified Period.

All complaints by students, and any related documents, including but not limited
to, (a) any internal documents, such as communications, notations, messages, or
memoranda relating to the complaint, and (2) correspondence or written
communication to, from and/or between the student, You, licensing agency,
accrediting body, governmental agency or body, and any third-party dispute
mediator or arbitrator.

For any entity or person Identified is response to Inquiry No. 11, provide a copy
of every contract, agreement, or mernorandum of understanding entered into with
each entity/person and all documents showing or referring to the number of leads
generated by each entity/person.

School catalog(s) and student handbooks for the academic years 2008-2013 plus
any addenda to those catalogs.

Each distinct advertisement or marketing material for Respondent, including
newspaper, radio, television, Internet, website, e-mail, or other advertising or
marketing documents. Provide the timeframe during which each document was
used by Respondent.

Each telephone script Respondent uses, has used, or which has been used on
behalf of Respondent, to solicit students. Provide the timeframe during which
each script was used by Respondent.

Provide a representative sample of a report, query or computer printout
fllustrating all items of information stored on students by or on behalf of
Respondent.

All documents relating to accreditation of any Respondent school or program by
including any request or application for accreditation, all documents regarding
any review by the accrediting agency, all correspondence between Respondent
and any accrediting agency, all supplemental reports or requests for supplemental
reports, all show cause notices or probation notices, and all Respondent's internal
documents relating to such accreditation requests, applications, correspondence,
reports, and notices.

All documents relating to the denial, suspension, withdrawal, show cause notice,

«12
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10.

11.

12.

13.

14.

15.

16.

171

probation, restriction, limitation, or other disqualification of Respondent by any
accrediting agency.

All documents relating to the certification, qualifications or review of Respondent for
qualification or certification for federal student aid programs under Title 1V of the
Higher Education Act of 1965.

All documents relating to the calculation, review, assessment, analysis, or audit
regarding the cohort default rate for any Respondent school or program.

All documents relating to the allocation, return, availability, or distribution of
financial aid funds upon the withdrawal, drop, termination, suspension or cessation
of the student's enroliment or attendance in any course(s), including _
Respondent's written policies or procedures, internal communications, and
correspondence or notices provided to students.

All audits conducted by Respondent, the U.S. Department of Education or its
agent, or any third party relating to the administration of Title IV program funds by
Respondent.

All information provided to students and prospective students about required or
preferred certification exams, licensing exams and/or competency boards, and
the pass rates on those exams.

All scripts, narratives, handbooks, or training material relating to the
recruitment or enrollment of students at Respondent, including all materials used
to train enroliment or recruitment personnel, all materials used to evaluate
recruitment or enroliment procedures or personnel, and all documents relating to
the promotion, advancement, or any incentive awards (whether financial or
otherwise) for recruitment or enrollment personnel.

All scripts, narratives, handbooks, or training material relating to the counseling
or provision of financial aid services to students or potential students of
Respondent, including all materials used to train financial aid personnel, all
materials used to evaluate financial aid procedures or personnel, and all
documents relating to the promotion, advancement, or any incentive awards
(whether financial or otherwise) for financial aid personnel.

All documents relating to graduation or placement rates of Respondent'’s
students, including scripts, narratives, handbooks, or training material,
materials provided or made available to students in any format, all
marketing/advertising material, all submissions to any state, federal agency,
or accrediting body, all statistical reports or analyses of graduation or
placement rates, and all documents relating to the promotion, advancement, or
any internal reports, projections, or reviews relating to same.

13-
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18.

19,

20.

21,

22,

23.

24,

25,

26.

27,

28,

All documents and communications regarding any review, analysis, procedures,
policies, training material, financial aid guidelines, appeals process, or statistical
data relating to the number of students who do not complete the coursework in
which the student enrolled, including through withdrawal, termination,
suspension, leave of absence, unexcused absence, "drop," or other cessation of
coursework or failure to complete the enrolled course.

All grievance and dispute resolution policies provided to students in the form in
which they are provided to students.

Information provided to students and potential students regarding the
transferability of credits to other institutions in the form provided to students or
potential students.

Any and all documents relating to the calculation, review, assessment, analysis,
or audit of the Job Placement Rates for any Respondent campus, program of
study or online program serving ARIZONA students.

All audio files of recruitment or enroliment representatives or personnel
telephone calls with prospective ARIZONA students, including but not limited to
enrollment interviews, follow-up calls with leads, and recruitment calls, along with
any evaluations of said telephone calls by supervising employees.

All audio files of telephone calls made between ARIZONA students and financial
services representatives or personnel for the purpose of debt collection and
service of aged receivable accounts.

All audlo files of telephone calls between students and enroliment, recruitment or
financial services representatives or personnel regarding financial aid counsehng
and procurement, both before and during enroliment,

All promotional literature, booklets, pamphlets, notebooks or other written or
graphic materials whether in hard copy or electronic form, provided to students or
to potential students at any time(s) during the specified time period. If the
materials have changed over the specified time period, please provide sample
literature and materials reflecting each version which has been utilized and
identify which versions were in effect and at which times.

Organizational charts of Respondent relating to its affiliates, corporate structure,
ownership, and/or management for the Specified Period.

All Program Participation Agreements with the US Department of Education
and/or its agent.

All form enroliment agreements, applications, contracts or agreements with
students for the Specified Period. If the materials have changed over the
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29,

30.

31.
32,

33.

34,
35.

specified time period, please provide sample literature and materials reflecting
each version which has been utilized and identify which versions were in effect at
which times.

For all times during the Specified Period, templates of all financial aid and

‘student loan forms, including but not limited to, costs of attendance, worksheets,

calculations, notices, financing agreements, promissory notes, extensions of
credit, explanations of financial aid and loan programs. If the materials have
changed over the specified time period, please provide sample literature and
materials reflecting each version which has been utilized and identify which
versions were in effect at which times.

Any document, information sheet and/of policy required to be signed or initialed
by a student or prospective student. If the materials have changed over the
specified time period, please provide sample literature and materials reflecting
each version which has been utilized and identify which versions were in effect at
which times.

Board of Directors Minutes for the Specified Period.

Any documents demonstrating or evidencing an arrangement with employers to
hire students or former students of any Respondent school, campus or online
program in ARIZONA, including, but not limited to any agreements, financial
arrangements, memoranda of understanding, notations, and correspondence.

Any written summary, whether in hard copy or electronic form, prepared by a
school director or other school employee following a written or oral complaint by
any student.

Any internal audits during the Specified Period.

All documents relating to quality control, such as mystery shopper materials,
reports, departmental reviews, analysis
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Exhibit 1: Production;

ESI| Production Format: ESI shall be produced primarily as single page, uniquely and
sequentially numbered Group IV TIFF image files not less than 300 dpi. The images
shall be accompanied by searchable full text files containing the extracted text on a
document basis, or if extracted text is unavailable, for example, in the case of PDF files,
then searchable text will be supplied using Optical Character Recognition (“OCR”"). The
text files shall be named to match the endorsed number assigned to the image of the
first page of the document. The images and text files shall also be accompanied by
image cross-reference load files in a format for industry-standard document review
programs such as Summation or Concordance, as specified by the requesting party.
The producing party shall also provide a data load file ("Data Load File”) corresponding
to the TIFF image files and the full text files, that shall contain the requested metadata,
as reasonably available, as specified in the attached Production Field list (on which both
Summation and Concordance metadata names are provided for ease of reference).
There is no obligation on the Producing Party to create metadata where none exists or
is not reasonably available.

Paper Production Format: Paper Discovery shall be converted to electronic form by
scanning and shall be produced as single page, uniquely and sequentially numbered
Group IV TIFF image files not less than 300 dpi resolution accompanied by text files
created by Optical Character Recognition (“OCR"). The text files shall be named to
match the endorsed number assigned to the image of the first page of the document.
The images shall also be accompanied by an image cross-reference load file in a format
for industry-standard document review programs such as Summation or Concordance,
as specified by the requesting party. The Producing Party shall also provide a Data
Load File corresponding to the Group IV TIFF image files, that shall contain a coded
“Source(s)" field, as defined in the Production Fields set forth below. A Party need not
produce a non-electronic duplicate of any Paper Discovery produced as a TIFF image
file pursuant to this Paragraph, except that upon a reasonable request by the Receiving
Party and a showing of good cause (e.g., problems with legibility or formatting), the
Producing Party must produce the Paper Discovery in its original format at a mutually
agreeable time and place.

Appearance and Content: Subject to any necessary redaction, each document's TIFF
image file shall contain the same information and same physical representation as the
document did in its original format, whether paper or electronic, consistent with the
processing specifications set forth below. However, parties must retain non-redacted
originals of all documents.

Document Unitization: If a paper document is more than one page, to the extent
possible, the boundaries of the document (“unitization”) and any attachments or affixed
notes shall be maintained as it existed when collected by the Producing Party. If
unitization cannot be maintained, the original unitization shall be documented in a load
file, spreadsheet, or otherwise electronically tracked. For ESI, all unitization should be
defined within the data load file; this includes the designation of parent/attachments
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both for e-mail and attachments and for compressed files (such as ZIP or RAR files)
and their contents.

Color: Documents containing color need not be produced in color unless the Receiving
Party makes a reasonable request for the production of ESI in Native Format or for
production of Paper Discovery in its original format, as applicable.

Document Numbering for TIFF images: Each page of a document produced in TIFF file
format shall have a legible, unique numeric identifier ("Document Number”) not less
than seven (7) digits (with zero-padding) electronically “burned” onto the image at a
place on the document that does not obscure, conceal or interfere with any information
originally appearing on the document. The Document Number for each document shall
be created so as to identify the Producing Party and the Document Number (e.g., “ABC-
0000000"). The parties will agree on the specific numbering format.

Production_of ES| In Native Format: Other than as specifically set forth below, a
producing party need not produce documents in Native Format. Any native files that are
produced should be produced with a link in the NativeFile or other appropriate field,
along with all extracted text and metadata fields set forth in the Production Fields list
below. No document produced in Native Format shall be intentionally manipulated to
change the appearance or substance of the document prior to its collection or
production, unless a redaction of privileged information is required. If such redaction
takes place, it will be logged on the privilege log. Redactions of ESI will be performed
on a TIFF imaged and OCRs version of the document only, and Native Format files and
extracted text will not be provided.

a. Spreadsheets. Spreadsheets shall be produced as native files with a link in the
NativeFile field, along with extracted text.

b. Structured Data. To the extent a response to discovery requires production of
discoverable electronic information contained in a database, the parties will meet and
agree upon (1) the databases containing such responsive information (2) the fields or
items contained in the database (3) whether standard reports exist that may respond to
one or more requests for production and (4) if standard reports do not exist, the parties
will meet and confer to discuss the reasonable creation of ad hoc reports. Such reports
will be produced in a reasonably usable and exportable electronic file (for example,
Excel or CSV format). The first line of the file will, to the extent possible, show the
column headers for each field of data included. The parties shall meet and confer to
finalize the appropriate data extraction and production format for specific information
contained in a database.

e. Media Files. Producing Party shall produce video, animation or audio files in
their native format.
d. Other File Types. In some cases it may be necessaty to alter a native file in

order to create a format suitable for production purposes (for example, Lotus Notes
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files, compiled web pages, etc.), if that is necessary parties will discuss and agree upon
an acceptable format.

Deduplication: A party is only required to produce a single copy of a responsive
document and a party may globally deduplicate (based on MD5 or SHA-1 hash values
at the document level) across custodians. However, attachments to emails shall not be
eliminated from the parent emalil, even if the attachment is an exact duplicate of a file
eisewhere in the document set. Prior to producing documents, the parties shall disclose
whether they intend to deduplicate their production and, if so, which methodologies they
intend to use.

Production Media: The Producing Party shall produce document images, load files and
metadata on hard drives, CDs, DVDs or other mutually agreeable media (“Production
Media"). Each piece of Production Media shall be assigned a volume name, production
number or other unique identifying label referencing the case name and number and
corresponding to the identity of the Producing Party, the date of the production of
documents on the Production Media and the Document Number ranges of the
documents in that production (e.g., “ABC Production March 1, 2009, ABC 0000123 -
ABC 0000456").  All Production Media that is capable of write protection should be
write-protected before production. All Production Media shall be encrypted with a
minimum encryption level of 128-bit encryption with TrueCrypt or an equivalent
program, with the Parties to agree on a decryption key prior to production. All
Production Media must be properly packaged to ensure safe shipping and handling.

Original Documents: Nothing in this protocol shall eliminate or alter any Party's
obligation to preserve Native Format copies, including associated metadata, of all ES|
produced in the Litigation and original hard copy documents for all Paper Discovery
produced in the Litigation.

Third-Party Software: To the extent that documents produced pursuant to this protocol
cannot be rendered or viewed without the use of proprietary third-party software, the
Parties shall meet and confer to minimize any expense or burden associated with the
production of such documents in an acceptable format, including issues as may arise
with respect to obtaining access to any such software and operating manuals which are
the property of a third party.

ESI Processing: The Producing Party shall collect and process documents using
forensically sound methods that avoid spoliation of Data with a complete chain of
custody.
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Production Fields

1 Author Author N/A The person(s) who created,
wraote, reviewed, signed, or
approved the document. If no
author is present, a default
value of “None” will be coded.
Where possible, the Author
should be extracted from the
metadata of the e-doc. It will
NOT be manually coded for
paper documents,

2 BCC BCC All Information contained N/A

in the “BCC” fleld of the e-
mall, as well as all other
discernable blind copyees.

3 BegAttch Attrange (provide a Number endorsed on first | Number endorsed on first page

range and use the page of first attachment of first attachment
following format:
BEGATTCH-ENDATTCH

4 BegDoc# DoclD Number endorsed on first | Number endorsed on first page

page of document, of document.

5 cc cc All Information contained N/A

in the “CC" fleld of the e-
mall, as well as all other
discernable copyees.
6 ConfDes N/A -Could be provided | The confidentlal The confidentlal designation
as a “custom” fleld in designation endorsed on endorsed on the document, If
the DIl file @C ConfDes | the document. If no no designatlon Is present, a
designation Is present, a default value of “None” wlll be
default value of “None” will | coded.
be coded,

7 DatelastMod Datesvd N/A Date the document was last
modified. (MM/DD/YYYY).

8 DateSent Datesent Date the E-mall was sent, N/A

expressed In MM/DD/YYYY
formaet,

g DocType Applicat Describes the type of Describes the type of document

document (e.g., Lotus (e.g., Microsoft Word
Notes E-mail), Document).
-19-

EDO00010561



10 EndAttch See BegAttach Number endorsed on last Number endorsed on last page
page of last documentina | of last document In a family (L.e.,
family (i.e., documents and | documents and all attachments
all attachments thereto). thereto).

11 EndDoc# N/A Number endorsed on last Number endorsed on last page
page of document. of document.

12 Extenslon FILEEXT Displays the extension of Displays the extension of the file
the file (msg, eml). {doc, xlsx).

13 FileName Xtranote Original file name, Original file name, including file
Including file extenslon extension (Example.XLS, or
(Example.MSG). Example.DOC),

14 From From All Information contained N/A
in the “From” field of the e-
mall.

15 NativeFile @EDOC / @ETTACH (in | If flles produced In native If flles produced In native path

DIl file, Not In Suramary | path to file (e.g. to file (e.g.

File) NATIVE\samplefile.xls), and | Attachments\samplefile.xs),
an active hyperlink should and an active hyperlink should
be included in the data be included In the data load files
load files for use in for use In document review
document review databases,
databases.

16 PGCount PgCount Total number of pages In Total number of pages in
document. document.

17 Sources Sources Custodial or non-custodial Custodial or non-custodial
source(s) Identified source(s} identifled pursuant to
pursuant to Paragraph G Paragraph G from which the
from which the document document was collected.
was collected,

18 Subject Subject Verbatim subject or re: If avallable, verbatim subject or
line, as extracted from the re: line, or discernable
e-mall, document title appearing on the

document’s first page, as
extracted from the metadata of
the file If present. It will not be
manually coded If absent In the
metadata, and will not be
manually coded for paper
documents,

19 To To All informatlon contained N/A
in the “To" fleld of the e-

-20-
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mail.

20 Volume N/A -Could be provided | Production media volume Production media volume name
as a “custom” fleld in name
the DIl flle @C Volume
21 Parentnum ParentiD Docld of the parent
document including
Prefix (Only Populated
for CHILD RECORDS)
22 AttchiDs AttchlDs TheDoclD of

attached/chlld
documents including
Preflx {Only populated
for PARENT Records)
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Andra B. Greenc (123931)

Khaldoun Shobaki (232864)

1800 Avenue of the Stars, Sutte 900

Los Angcles, Californta 90067-4276

Telephone: (310)277-1010

Facsimile: (310} 203-7199
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SUPERIOR COURT OF THE STATE OF CALIFORNIA

[FOR THE COUNTY OF SAN FRANCISCO

THE PEOPLE OF THE STATE OF
CALIFORNIA,
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V5.
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SCHOOLS, TNC.: SEQUOTA FDUCATION,
INC.: CAREER CHOICES, INC.: MIB
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SCHOOLS, TNC.: RHODES COLLEGES,
INC.: FLORIDA METROPOLITAN
UNIVERSITY, INC.: EVEREST COLLEGE
PHOFNIX, INC.; and DOES 1 through 100,
INCLUSIVE,
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Pursuant to California Code of Civil Procedure § 446, Defendants Heald College LLC,
Cormthian Colleges, Inc., Corinthian Schools, Inc., Sequoia Education, Inc., Carcer Choices, Tnc.,
MJIB Acquisition Corporation. Titan Schools, Inc., Rhodes Colleges, Inc., I'lorida Metropolitan
University, Inc. and Everest Collcge Phocnix, Ine. {collcctively, “the School™) hereby answer the
numbered paragraphs of the People of the State of Califorma’s (hereinafter, “the Government™)
Complaint for Civil Penalties, Permanent Injunction, and Other Reliet (“Complaint™) as follows:

PRELIMINARY STATEMENT

The Government’s false allegations and the aspersions cast on the School’s relationship with
its students are offensive and demeaning—to the School and its employees; to its students who are
striving for a carcer and a better life; and to the cmployers who hire its thousands of qualificd
graduates. The Government’s Complaint also implies that state regulators and accreditation
agencies have failed to provide proper oversight of the School. This is ill informed and
demonstrably untrue,

The Complamt suggests that the School’s employees go to work every day tor the express
purpose ol preying on students. This is insulting and preposterous. The School and its employees
arc passionately dedicated to providing quality carcer education, to helping students overcome
academic and personal obstacles that stand in the way ot completing thewr programs. and to
helping graduates find meaningful work in their fields of study. Most of the School’s students
have not suceceded in a tradittonal academic environment; over 40% have tricd community
college before enrolling at one of its mstitutions. The School’s students have few people n their
lives who can provide the support and encouragement they need to achieve a career goal. The
School and its employces are conymitfed to honoring the trust that its studeats place i its
institutions. Tts campus teams work in concert to teach, mentor, counsel, coach and cheerlead therr
students to success. Across the School's network of campuses, it has one career services
cmployee tor cvery 10X students; in a typical community colicge, that ratio 1s onc counsclor for
approximately [,000 students, mcluding all types of counseling, from personal to academics to

career. The School’s substantial and on-going investment in placement services has helped tens of
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thousands of graduates find work 1 their ficlds, even during the recent deep and prolonged
recession.

As a career institution, the School is subject to a complex, oft-times conflicting, and extensive
wceb of federal and state regulation, along with myriad accreditation, licensing and reporting
requirements. The School has been, and continues to be an mdustry leader in 1its commitment to
integrity and to the implementation and enhancement of processes and traiming to promote
compliance, The School has devoted substantial resources to not only mect these regulatory
requirements, but to exceed them. Rather than acknowledging and commending the School’s
aspirational goals, the Government is seeking to punish the School. The Complaint s replete with
sclective, mislecading and out-of-context quotations that attempt to turn the School’s commitment
to high standards aganst it.

In California, the School has cooperated extensively with the Government. It has done so
openly and because if has confidence in its mnternal controls and its peoplc. The School provided
several hundred thousand pages of documents, voice recordings and answers to new questions
posed on an almost-weekly basis by the Government. The School repeatedly offered to present
information and cxplanatton on any issucs about which the Government had conecrns. Without
accepting those offers and without any notice, the Government filed this Complaint—a document
built on a foundation of misquoted, deceptively excerpted. and—at best—misunderstood
matcrials. For cxample, the Governiment cites a shde from a presentation in paragraph 31(c) for
the proposition that there was a “placement file error rate of 53.6 percent to 70.6 percent.” In
reality, that slide does not even include the word “placement,” and the internal review in question
did not refleet a single suspect, let alone falsc placement, contrary to the Government’s
insmuation.

The School will address and expose those mischaracterizations in due course betfore this Court

in a process that begins with this Veritied Answer.
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INTRODUCTION

1. The School 1s without knowledge or information sufficient to form a belsef as to the
truth or falsity of the Government’s representations about its purported reasons for bringing this
actton, and denics the allegations in paragraph | on that basis. What’s past 1s prologuc: In 2007,

the Giovernment recerved $4,300,000 to distribute to students as part of the stipulated judgment m

People v. Corinthian Schools, Inc., et al., No. BC374999 (Los Angeles Superior Court). More

than six yvears later, over $4.2 million still sifs in the Goverament’s coffers because it has failed to
ditigently locate and disburse the funds to the students. The balance of the allegations in
paragraph 1 are conclusions of law to which no response is required. To the extent that they may
be construed as factual allegations, the School denies the allegations in paragraph 1.

2. The School vehemently dentes that 1t engages in “unlawful, unfair and fraudulent
practices™ as alleged in paragraph 2. The School admits that the costs and fees for the programs
listed in paragraph 2 arc accurate, Education costs have risen sigmficantly for all cducation
sectors. and have been driven higher by the federal government’s 90/10 rule i the proprietary
sector. Except as expressly admitted herein, the School denies the allegations i paragraph 2.

3. The School serves non-traditional students with varied demographics. The School’s
research has revealed insights about how these students view themsefves, and what kinds of
models and services the School can provide to help these students succeed in their stated
cducational goals. In the Complaint, the Governiment sclectively quoted frons a shide contained in
a presentation 1n an attempt to cast the School’s view of 1ts students in a negative light. A copy of
the complete slide is attached hereto as Exhibit A. For students who described themselves as
“tsolated,” the School saw a need tor a “[slensc of belonging, place where they can succeed.” For
students who described themselves as having “low self esteem,” the School saw a need for a
“fclonfident, capable, real adult, role model for kids.” For those who said they have “few people
in their lives who care about them,” the School saw a need to provide | c]ncouragement, sotncone
who believes m them.” And for those who said they were *“[sjtuck, unable to see and plan well for
the future,” the School offered “[slomeone who can show them how s0 they can gain
independence.” The School admits that it ts proud to offer 2 meamingful, nurturing environment
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that responds to the self-professed needs of its students. The School admits that i uscs Internct,
telemarketing and television advertisement to publicize #ts programs and encourage students to
better their lives through education. Except as expressly admitted herein, the School denies the
allcgations nn paragraph 3.

4. The School admits that the stipulated judgment in People v. Corinthian Schools, Inc.,

eral., No, BC374999 (Los Angeles Superior Court) includes injunctive relief. The stipulated

Judgment speaks for itsclf, including the obligation of the Government to distribute funds to

students, which it has failed to do. Except as expressly admitted herein, the School denies the
allegations in paragraph 4.

5. The allcgations in paragraph 5 arc conclustons of law and a prayer for relict, to which
no response s required. To the extent that they may bhe construed as factual allegations, the
School denies the allegations in paragraph 5. Nongetheless, the School prays that the Government
take nothing by the Complaint, that the requested injunctive and cquitable relicf be denied, that the
School be awarded judgment in this action.

THE PARTIES

6. The School admits that Kamala D, Harris ts the Attorney General of the State of
Calitornta. The allegations in paragraph 6 are conclusions of law to which no response 1s
required. Except as expressly admitted herein, the School denies the allegations in paragraph 6.

7. The School admits the factual atlegations of paragraph 7, noting that Heald Collepe
LLC s an mdireet substdiary of Cormthian Colleges, Inc.

8. The allegation in paragraph 8 is the Government’s definition of what it means when it
uses the term “Heald,” and no responsive pleading is required, except that Heald College LLC has
no subsidraries.

9. The School admits the factual allegations of paragraph 9 related to Corinthian
Collepes, Ine.’s incorporation, principal place of business, subsidiary ownership and carollment of
students 1n Califomia.

10.  The School admits the factual allegations regarding its stock symbol and listing in
paragraph 10, The rematning allcgations in paragraph 10 arc conclusions of law to which no

annmn%ﬁ'ﬂs -
RURERN The Schoal’s Verifted Answer (Case No. CGC-13-334793)




[

]
[

OS]
)

IRELL & MANELLA LLP
4 Rengisdarod Lirmiicd Liat ity
L Pt s
Prodeasineal Corpoeaton:

respansc s required. Except as expressly admitted hercin, the School denics the atlepations in
paragraph 10.

11.  The allegation in paragraph 11 is the Government’s definition of what it means when it
uscs the term “Corinthian Colleges, Ine,,” and no responsive pleading is required,

12. The School admits the factual allegations regarding Cormthian Schools, Tne.’s
incorporation, principal place of business and nature as a wholly-owned subsidiary found i
paragraph 12, but denics that Corinthian Schools, Inc, owns the Ontario Mctro campus, and denics
that Corinthian Schools, Inc. currently owns the Los Angeles — Wilshire, San Francisco, Hayward
and San Jose campuses.

13, The allcgation in paragraph 13 is the Government’s definition of what it mcans when it
uses the term “Corinthian Schools, Inc.,” and no responsive pleading 18 required.

14, The School admits the factual allegations regarding Sequoia Education, Inc.’s
incarporation, principal placc of business and ewncership.

15.  The allegation n paragraph 15 15 the Government’s definition of what 1t means when 1t
uses the term “Sequoia Education, Inc.,” and no responsive pleading 15 required.

16, The School admits the factual alicgations regarding Carcer Choicces, Ine.’s
incorporation, principal place of business, substdiary ownership and nature as a wholly-owned
subsidiary.

17, The allegation in paragraph 17 is the Government’s definition of what it mcans when it
uses the term “Career Choices, Inc.,” and no responsive pleading 1s required.

18.  The School admits the factual allegations regarding MJB Acquisition Corporation’s
incarporation, principal placc of busincss and ewncership.

19.  The allegation n paragraph 19 15 the Government’s definition of what 1t means when st
uses the term “MJIB Acquisition Corporation,” and no responsive pleading is required.

20, The School admits the factual allegations regarding Titan Schools, Ine.’s incorporation,
principal place of business, subsidiary ownership and nature as a wholly-owned subsidiary.

21, The allegation in paragraph 21 is the Government’s definition of what it means when it
uscs the term “*Titan School, Inc.,” and no responsive pleading 15 required,
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22, The School admits the factual alicgations regarding Rhodes Collepes, Ine.’s
incorporation, principal place of husiness, suhsidiary ownership, nature as a wholly-owned
substdiary and that it conducts business in California.

23, The allcgation in paragraph 23 is the Government’s definition of what it means when it
uses the term “Rhodes Colleges, Inc.,” and no responstve pleading is required.

24.  The School admits the factual allegations regarding Florida Metropolitan University,
Inc.’s incorporation, principal place of business, subsidiary ownership, nature as a wholly-owned
substdiary and that it conducts business m California.

25.  The allegation in paragraph 25 is the Government’s definition of what it means when it
uscs the term “Florida Metropolitan University, Inc.,,” and no responsive plecading 1s required.

26.  The School admits the factual allegations regarding Everest College Phoenix, Inc.’s
incorporation, principal place of business and ownership and that it conducts business in
California,

27.  The allegation mn paragraph 27 1s the (Government’s definition of what 1t means when 1t
uses the term “Cverest College Phoenix, Inc.,” and no responsive pleading is required.

28, The School 1s without knowledge or infarmation sutficient to form a belief as to the
truth or falsity of the allegations of paragraph 28 and denies the allegations on that hasis.

29.  The allegation in paragraph 29 is the Government’s definition of what it means when it
uscs the term “DOE Defendants 1 to 50, and no responsive pleading is required.

30.  The allegation m paragraph 30 1s the Government’s definition of what 1t means when it
uses the term “DOL Defendants 51 to 100, and no responsive pleading is required.

3l The allegation in paragraph 31 s the Government’s cxplanation of what it means when
it uses the terms “CCT” or “Detendants,” and no responsive pleading 1s required.

32, Noresponsive pleading is required to paragraph 32.

33, The allcgations in paragraph 33 arc conclustons of law to which no responsc 1s
requited. To the extent that they may he construed as factual allegations, the School denies the

allegations in paragraph 33,
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34, The allegations in paragraph 34 arc conclustons of faw to which no responsc 1s
required. To the extent that they may be construed as factual allegations, the School denies the

allegations in paragraph 34,

35, No responsive pleading is required to paragraph 35,
36.  The allegations m paragraph 36 are conclustons of faw to which no response 1s

required. To the extent that they may be construad as factual allegations, the School denies the
allcgations i paragraph 36.

37.  The allegations i paragraph 37 are conclustons of law to which no response 15
required. To the extent that they may be construad as factual allegations, the School denies the
allcgations i paragraph 37,

38.  The allegation mn paragraph 38 is a concluston of law to which no response 1s required.

39, The allegations i paragraph 39 are conclusions of faw to which no response is
required, To the extent that they may be construcd as factual allegations, the School denies the
allegations in paragraph 39.

JURISDICTION AND VENUE

40, The allegation in paragraph 40 is a concluston of law to which no responsc is required.
41.  The allegation mn paragraph 41 1s a conclusion of law to which no response 1s required.
42, The allegation in paragraph 42 is a conclusion of law to which no response is required.

To the ¢xtent that this ts construcd as a tactual allegation, the School is without knowledge ar
information sutficient to form a beliet as to the truth or falsity of the allegation m paragraph 42,

and denies the allegation on that basis.

43, The allegation in paragraph 43 is a concluston of law to which no responsc is required.
44.  The allegation mn paragraph 44 1s a conclusion of law to which no response 1s required.
45.  The allegation in paragraph 45 is a conclusion of law to which no response is required.

The Government bascs its claim of jurisdiction on the July 31, 2007 Final Judgment in People v.
Corinthian Schools, Inc., et ai., No. BC374999 (Los Angeles Superior Court). The judgment
speaks for itself, including the Government’s obligation to distribute funds to students and the
benetit to the Governiment should it fail to do so. In the judgment, the Los Angcles Supenor Court

ED00010571 8 -
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retainced jurisdiction over actions te cnforee the terms of the judgment, Instcad of sccking to
entorce the judgment before the court that entered it, the Government has chosen to bring this case
in a venue more than 400 miles away from the School’s headquarters, operations center and many
potential trial witinesses i Santa Ana, California.

THE GOVERNMENT'S ALLEGATIONS

46.  The School admits that it educates students through nationally and regionally
accredited campuses and online, including the identificd schools,

The School Accurately Reports Job Placement Rates to Students and Accreditors

47.  The School calculates and reports student placement statistics based on formulae and
criteria cstablished by a varicty of regulatory bodies. The nature of these calculations varies
widely between, on the one hand, accreditors ltke ACCSC and ACICS and on the other hand,
reports mandated by the United States Department of Education’s Program Integrity Rules and the
State of California’s Burcau tor Private Postsccondary Education. The School has robust
compltance, accreditation and licensing processes in place to ensure that its teports are accurate
and comply with the applicable rules and regulations. The School denies that its July 1, 2012
disclosures do not "match or agree” with the School’s placciment data. The Government’s
allegations in paragraph 47 are vague and ambiguous as to the purported representations and
advertisements at issue. As such, the School is without knowledge or information sufficient to
form a belicf as to the truth or falsity ot the Government’s allegations in paragraph 18 about
“representations and advertisements,” and denies them on that basis. To the extent the allegation
is based on the out-of-context and misleading documents cited in paragraph 51, see the School’s
respansc to that paragraph, Except as expressly admitted herein, the School denics the allegations
in paragraph 47.

48. The School admits that Executive Vice President of Operations, Bob Bosic, wrote in a
November 30, 2011 c-mail quoted by the Government in paragraph 48 that: “Succcsstully placing
our students 1 quality jobs 15 extremely important to [the School]. Our students come to us
primarily to gain skills and find a position that will help them launch a successful career.” This
staternent reflects the School’s long-standing and continued commitment to the success of its
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eraduates. The School admits that a 2012 markceting study on student cnrollment decisions at
Everest campuses showed that for some students, those decisions were driven primarily by
Taffordability & placement concerns,” while other students were “more driven by programmatic
virtues.” Except as cxpressly admitted hercin, the School denics the allegations in paragraph 44,

49.  The School admits that 1t 1ssues standardized disclosures for each campus. These
disclosures are related to, among other things, job placement, in order to assist prospective
students in making the best cducational decision for themselves with the help of their trusted
advisors. The School encourages prospective students to visit and tour a campus prior to
enroliment and to bring family and trusted advisors with them. The School denies that it makes
these disclosures to “help scll s programs to prospective students™ as alleged by the Government
in paragraph 49. While such disclosures may henefit a student’s informed enroliment decision,
their existence and content are mandated by the United States Departiment of Education’s Program
Integrity Rules and the State of Californta’s Burcau for Private Postsecondary Education. Thus,
the Schoo! makes these disclosures to assist students and to comply with requirements put in place
by Government agencies. The School admits that the standardized disclosures “contain placement
rates tor cach propgram™ where such information is avaitable, Except as expressly admitted herein,
the School denies the allegations in paragraph 49.

50.  The School admits that published placement rates for some cohorts and programs are
accuratcly as high as 100 pereent. The School’s enrollment documents, catalog and training to
admissions representattves are unnustakably clear that post-graduation placement is not
guaranteed. The School collects information to support its disclosures as is prudent and required
by rcgulatory agencies. The School is without knowledge or information sufticient to form a
belief as to the truth or falsity of the allegation about the beliefs of prospective students in
paragraph 50 and denies the allegations on that basis. Lxcept as expressly admitted herein, the

School denics the allcgations in paragraph 50,

&

51.  The School dentes the out-of-context and intentionally-misleading allegations in

paragraph S1.
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The School’s Exceutive Leadership Team mects periodically to discuss stratepic
initiatives and plans. During these strategic planning sesstons, the feadership

i

engages in frank discussions of potential issues the School faces. The School
admits that CEQO Jack Masgsimino circulated a 64-page presentation prior to the
team meceting in September 201, The school admits that, in the context of a series
of slides discussing Government funding, the presentation includes one slide titled
“Implications,” with the following text: **Wc had a [cohort default rate| problem
and fixed 1. We had a retention compliance problem and got back into compliance.
We have a placement compliance problem now and need to get back into
compliance, Do we nced to exceute against standards higher than just
compliance?” (emphasis added). The concerns expressed m this slide about
placement compliance refer to the fact that the School had too many programs on
placcment reporting status with its acereditors—micaning that in a challenging
employment environment asmmd the worst recession in generattons, School
leadership was concerned about not placing a sufficient number of its graduates.
This slide does not, as the Government insinuates, mean that the School’s
leadership believed that the School had i1ssues with the falsification of student
placements. Except as expressly admitted herein, the School denies the allegations
in paragraph 51(a).

The School admits that by letter dated December 7, 2011, ACCSC granted Everest
College Hayward a renewal of accreditation for five years subject to a single
stipulation, The School admits that the selectrvely, and misleadingly, quoted
portions of the ACCSC communications are part of a broader dialogue between the
School and ACCSC related to the renewal of Hayward’s accreditation. What the
Government fails to mention ig that the School provided ACCSC with
documentation showing that the placements with Select Staffing were paid,
sustainable, appropriate based on the educattonal objectives of the Medical

Assistant diploma program, aligned with the objectives of and dircetly related to
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that program, These were not just single-day or two-day assignments, but rather
repeated work at varymg health fairs throughout the Bay Area. Such variety and
flexible scheduling are appealing characteristics of employment to some graduates.
Further, ACCSC accepted the documentation regarding the sustainable natuee ot
the placements with Select Staffing. removed the stipulation and on March 6, 2013,
provided written notice that the stipulation had been satisfied. Except as expressly
admitted herein, the School denies the allepations in paragraph 51(b).

The School admits that Executive Vice Prestdent of Operations, Bob Bosic and
West Division President Nicole Carnagey exchanged a series of e-mails on
February 10, 2012 about job placement issues at Everest College Hayward and
Everest College San Francisco. This e-matl discussion demonstrates that
leadership moves swiftly and decisively to deal with any alleged irregularitics. The
Government fails to tncludce that the questtonable student placciments wetrc
investigated, removed and never reported to accreditors or included on a student
disclosure torm. Except as expressly admitted herein. the School denies the
allcgations i paragraph Si(c).

The School admits that an Unannounced Comphance Audit Report for Everest
College San Francisco covering the period from July 1, 2011 to March 3, 2012 was
circulated by ¢-mail to the School’s senior executives and management on March
19,2012, Unannounced compiiance audits are regularly conducted by the School
to promote compliant, ethical behavior and to identify and remedy irregularities.
Such sclf-critical analysis ts a hallmark of the School’s efforts to do what is right
by students and to comply with multuple layers of regulation—an eltort the
Government seeks to punish. [nternal audit reports such as this are routinely
circulated to senior cxccutives and management as part of the School’s cffort to
demonstrate to the campuses the importance of these compliance audits. The
School adimits that the report includes a finding that Carcer Services was missing
cmployment verification forms for cight of fiftccn students randomly sampled
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during the audit, The audit report does not include a finding that thosc students
were not in fact placed, only that some hard-copy documentation was missing from
the student files. The Government omits the report’s finding of exceptions in only
2.03% of the campus’s Carcer Serviees Department, Except as expressly admitted
herein, the School denies the allegations in paragraph 31(d).

The School admits that a 69-page document titled ~Quarter 3 Compliance Reyiew:
EOU Divisional” was ¢c-mailced to Excecutive Viee President David Poldotan on
April 13,2013, The document 1s a summary of a self-audit conducted to promote
compliance with accreditor, governmental and auditor standards. The School
denics that the document shows “a placcment tile crror rate of 533.6 pereent to 70,6
percent.” The Government’s deceptive quotation 1s highlighted by: a) the
document itself identifying that the percentages are based on the measurement of
individual aftributes and not files; and b} the quoted page clearly indicating the vast
majority of findings relate, not to placement, but to retention of students m vartous
programs. The page of the presentation from which the Government has plucked
these pereentages doces not even include the words “placement™ or “placecment fite,”
Not one of the findings relates to an mmproper placement. Except as expressly
admitted herein, the School denies the allegations in paragraph 51(e).

The School admits that Executive Viee President of Operations Bob Bosic sent an
e-mail containing the language quoted m paragraph SI{f). Contrary to the
Government’s aspersions, the e-mail shows that the School’s executives are
focused on continually improving tnternal processes and addressing and resolving
audit 1ssues that come to their attention.

The School admits that Executive Vice President of Operations Bob Bosic sent an
c-mail attaching an cleven-page presentation containing the language quoted in
paragraph 51(g). The presentation s a summary of a call between campus and
regional representatives and Michelle Reed, the Vice President of Comipliance. On
that call, the campus representatives cxpressed their frustration about the time
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requtred for the Compliance Employment Verification Team to re-confirm job
placements made by the campuses. Contrary to the Government’s isinuatton, at
this time the School had a comprehensive written policy on placements (RA023) in
additton to the long-standing accreditor guidelines defining job placements, The
definittonal 1ssue resulted not from the absence of guidelines, but rather multiple,
competing and contradictory definitions from different sources combined with the
inherent subjectivity in determining a placement. The presentation retlects a
discussion about suggestions for methods to streamline second-pass vertfication so
that it did not create bottlenecks for the campuses or dissatistaction among
cmployers. Far trom retlecting a lack of verification as the Government supgests,
the document includes claims that employers were bemg contacted from three up to
six times to confirm placements.

The School adnuts that on May 18, 2012, Western Division President Nicole
Carnagey and Executive Vice Prestdent of Operations Bob Basic engaged in the e-
mail exchange excerpted by the Government in paragraph S1{h}. In this e-mail,
Carnagey and Bosic discusscd the fact that Everest Reaton had failed an internal
audit. The type of forms required mternally by the School for record-keeping in
student files was changed in the middle of the audit year, causing some confusion
on campuscs about the correct form to usc. At the Renton campus student data was
re-recorded on the newer version of those forms for dates hefore that version of the
form was created. This mrregularity was found and reported by internal audit,
leading to a failing scorc for the campus. To the cxtent that the Government’s
characterization in paragraph 51(h} differs from the plain language of the e-mail
exchange, the School denies those allegations. Lxcept as expressly admitted
herein, the School denics the alicgations in paragraph 31¢h).

The School admits that on June 14, 2012, Executive Vice President of Operations
Bob Bosic forwarded the e-mail message selectively quoted by the Government.
The forwarded message is a preliminary assessment of needs to support an
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informatton-technology platform to, among other things, better link the campuscs
with the School’s placement veritication team. The author of the message, Greg
McHugh, ts an outside consultant who had just started working to understand the
projcct nceds and was untamiliar at this tunc with the operational details of
placement verification and re-verification and the relevant policy gnidance
documents. The School. at this time, had a written placement evaluation policy
(RA023), placcment definitions from accreditors and a suitc of supporting matcrials
to help the School’s employees assess the validity of student job placements. The
exchange clearly denotes continuous improvement, not danger of falsified
placcments, To the extent that the Government’s characterization in paragraph

5 (1) ditfers from the plam language of the e-masl exchange, or selectively omuts
information that is necessary to convey the context and full meaning of the e-mail
cxchange, the School denics thosc allegations, Except as expressty admitted
herein, the School denites the allegations in paragraph 31(3).

The School admits that on July 13, 2012, Vice President of Compliance Michelle
Reed c-matled Exccutive Viee President Beth Wilson about somc irregularttics that
Reed had investigated with regards to self-employed job placements at the Long
Beach Wyotech campus. The School discovered and investigated these placement
issucs through its internal controls, and, after a rigorous revicw of records, removed
a number of job placements on 1ts own tinative. Contrary to the Government’s
unfounded assertion, the removed students were not part of a cohort that was
reported in student disclosurcs published in July 2012, and thus, contrary to the
(overnment s msmuation, there was no need for an amendment of any disclosures.
The School adimits that the July 2012 student disclosures for the Long Beach
Wyotcch campus have not been amendced as there was no need to do so. To the
extent that the Government's characterization in paragraph 51(j) difters from the
plain language of Ms. Reed’s e-mail, the School denies those allegations. Except
as cxpressly admitted herein, the School denics the allegations in paragraph 51()).
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k. The School admits that Christian Dicckmann, Assistant Viec President of Student

Outcomes, sent the e-mail partially and misleadingly quoted in paragraph 51(k).
The Government fails to quote the next ling, which states that directors of career
scrvices “and campuscs have been requesting that we provide more clarity on what
procedures to follow in order to stay consistent with current Internal Audit and
Compliance requirements.” In other words, the operations and audit/compliance
divisions of the School were working togcether to ensure that campuses could
understand and comply with the requirements of, among other things, the
Compliance Employment Verification Team. This e-mail reflects the School’s
commitment to continuous improvement in processes, The standard operating,
procedures discussed n the email were additional documents to be created on top
of already-existing standards for job placement.

The School admits that the results of a third-party audit conducted by Hyper Core
Solutrions on behalf of ACCSC were e-mailed to Executive Vice President Beth
Wilson and Chiet Academic Officer Richard Simpson on August 28, 2012, The
School submitted responscs and supporting documentation from its files to ACCSC
for each of the student job placements identitied by Hyper Core. ACCSC accepted
the School’s submissions without any further requests for information. The audit
report and related comimunications speak far themscelhves and demonstrate the
challenges of employment veriftcation, particularly by those with undeveloped
skills conducting verifications long after the placement was made. To the extent
that the Government’s characterization in paragraph 51(1) differs from the plain
language of the andit report and accompanying communications, or selectively
omits information necessary to convey the context and full meaning of these
commuuaications, the School denies those allcgations. Except as expresshy admitted

herein, the School denies the allegations in paragraph 31(1).

The School denies the allegations in paragraph 52.
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The School’s Accurate Statements €o Investors

53.  The School dentes the allegations in paragraph 53.

a. The School admits the allegation in paragraph 53(a) that quotes a statement
containgd n the Schaol’s 2012 Annual Report (Form 10-K).

b. The School admits that the statement “CY 1| placement 68.1% vs. 67.6% in CY
107 appears in investor presentations dated August 20, 2012 and October 31, 2012.
This statement is included as a sub-bulict on a slide that 1s dentical 1n both twenty-
three page presentations, titled “Focused on Student Perspectives.” Except as
expressly admitted herein, the School denies the allegations in paragraph 33(b).

¢. The School admits that on January 24, 2013 it completed a Repistration Statcment
{(Form S-8), for the School’s Employee Stock Purchase Plan, and that the 5-8
incorporated by reference, among other things, the School’s 2012 Annual Report
(Form 10-K). The Form S-8 is a document that specaks for itsclf,

d. The School admits that presentations prepared for investors and dated January 31,
2013, March 11, 2013, and April 30, 2013 include a slide with a bar chart that
shows 48,930 “cligible graduates by cohort” for 2011, with 33,316 “cligible
graduates placed n field” for 2011, and that the School’s CEQ used the March 11,
2013 docuwiment as part of a presentation to investors. Except as expressly admitted
herein, the School denics the alicgations in paragraph 33(d).

e. The School admits the allegations in paragraph 53(e).

£ The School admits the allegations in paragraph 53(f).

54, The School denies that statements madce about the 2011 graduation cohort were false
when made and that its senior exccutives made knowing false statements. The School’s own data
and files indicate that the statements are materially accurate. The School denies the allegations
paragraph 54,

a. The School admits that on July 31, 2012 Executive Vice President Beth Wilson
exchanged communications by e-mail about excluding graduates from closed
campuscs i calculating placement rates, The School denics that any such deciston
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or instruction was made “te bring the placement rate higher.,” The teach-outs of the
campuses at Fife, Washington, Ft. Lauderdale, Florida, Chicago, Hlinots. Decatur,
Georgia and Arlington, Texas were disclosed to investors in the School™s 2012
Form 10-K, among other places. Except as expressly admitted herein, the School
denies the allegations n paragraph 54(d).

The School denies the allegations in paragraph 54(b) and does not believe it has
included placements from outside the cohort period,

The Government's allegations in paragraph 54(c) are vaguc and ambiguous as to
what it means by a “substantial number of double-counted placements.” The
School belicves that it praperly counts placements, As such, the School is without
knowledge or mformation sufficient to form a belief as to the truth or falsity of the
Government’s allegations in paragraph 34(c) and denies them on that basis.

The School admits that on November 16, 2012, Michelle Reed c-mailed a
spreadsheet related to the transition of the School’s Compliance Employment
Verification Team to a new database management system for tracking their second-
level re-verifications of student job placements or waivers. Such re-verification is
not required and s an example of the School gomg above and beyond to promote
accuracy tn record keeping and reporting. As required by ACCSC and ACICS,
cach of the student jab placements or waivers listed in the spreadshect cited by the
Government had already been verified at least once by a campus-level career
services representative who assisted the student in finding employment. No further
verification was requircd by those accrediting agencies or any other regulator, The
spreadsheet relied upon by the Government for its talse accusation simply tdentifies
the open student verification files at the time of database transition that had neither
been contirmed nor refuted by the Compliance Emiployment Verifteation Team,
Except as expressly admitted herein, the School denies the allegations in paragraph

S4(d).

The School denies the alicpations in paragraph 55,

- I8 -

ED00010581
The Schoal’s Verifted Answer (Case No. CGC-13-334793)




IRELL & MANELLA
4 Reisdorad Lirmiisd L
Lo Pardtgrsin

Prodeaminral Corpoeata

i

[

]
[

OS]
)

LLP

36, The School dentes the allegations in paragraph 56 particularly in light of the rchance

on the misleadingly misquoted documents from paragraph 51.

57.  The School denies the allegations in paragraph 57.

58, The allegations in paragraph 58 arc conclustons of faw to which no responsc 1s

required. To the extent that they may be construed as factual allegations, the School denies the

allegations in paragraph 58,

a.

To the extent that the statciments i paragraph 58(a) arc construcd as allcgations and
not argument or conclustons ot taw, the School demes the allegations in paragraph
38(a).

The School admits that the ACCSC and ACICS have minimum acercditation
placement rates which are not the same as the benchmark rates. The standards
quoted by the Government in paragraph 38(b) are not minimum compliance
standards although the Government implics they are. To the cxtent that the other
statements 1n paragraph 58(b) are construed as allegations and not argument or
conclusions of law, the School denies the allegations in paragraph 58(b).

The School adimits that the cohort default rate {CDR) 1s a measure used by some
regulators. To the extent that the other statements in paragraph 58(c) are construed
as allegations and not argument or conclusions of law, the School denies the
allcgations in paragraph 38(c).

To the extent that the statements in paragraph 58(d) are construed as allegations
and not argument or conclusions of law, the School denies the allegations in

paragraph 58(d}.

59.  The School sets high standards tor itself in serving students. When considerable eftort

has been expended and those standards are not met and students are less likely 1o obtain

cmiployment tn a certain city, then the School will closce the campus, The c-mail cited

paragraph 59 speaks for itself. The Gavernment’s allegations m paragraph 59 about 1t being the

School’s “strategy™ to close schools imply that the School is attempting to mantpulate placement

T
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fipures when the School is actually acting in the students’ best interest for a particular geography,
FExcept as expressly admitted herein, the Schoo! dentes the allegations in paragraph 59.

Internet Advertising

60, The School admits the allegations in paragraph 60,

61.  The School dentes the allegations m paragraph 61. Many prospective students
searching for more information about educational opportunities do not know with specificity what
programs ntcrest them, They may begin their scarch broadly or specifically based on a recent
dactor’s visit or tolowing an ultrasound or X-ray. The School provides such prospective students
with the opportunity to learn more about its allied health offerings in the clearly marked, shaded
scetion labeled “*Ads related to™ in Goagle scarches. The landing pages aceessed from these ads
clearly wdentify the programs offered by the School’s campuses. These ads and the associated web
pages are not misleading. Indeed. not a single prospective student who clicked on the ads attached
as Exhibit A to the Complaint actually started at any School.

62.  The School s without knowledge or information sufficient to form a belief as to the
truth or falsity of the allegations of paragraph 62 and denies the allegations on that basis. To the
best of the School’s knowledge, no students bave been “routinely tricked” by related ads as stated
in paragraph 61.

63.  The School denies the allegations in paragraph 63. The School’s enrollment process is
designed to be low pressure and to cncourage prospective students to ask many questions, tour the
campus and bring thetr trusted advisors to assist them. A simple review of the Government
Accountability Office recordings of the School’s admissions representatives reveals how
unthreatening, low pressurc and information-filled the enrollment process 1s. The School trans its
admissions representatives to be open, honest and truthful m their interactions with potential
students.

64, The School dentes the allepations in paragraph 64, The School trains its cmployecs to
be honest and truthful in conversations with everyone. It does not discipline employees, mcluding

call center employees, for being honest.
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Military Advertising

65.  The School dentes the allegations in paragraph 65.

66.  The School denies the allegation in paragraph 66. The School denies that the Armed
Services scals were displayed “prominently™ or implicd any endorsemcent by the various branches,

67.  The School values 1ts military students, providing quality educational experiences with
the respect veterans and their family members deserve. All of the School’s California Everest and
Hcald campuscs arc recopnized by the Department of Veteran’s Aftairs for participation in the
Yellow Ribhon Program and are recogmzed by organizations such as Military Friendly Schools,
which employs a vigorous vetting process. The School admits that the official seals of the United
States Department of the Army, the United States Departinent of the Navy, the United States
Department of the A Force, the United States Marine Corps and the United States Coast (ruard
(collectively, “Armed Services™} were displayed the web site www healdmilitary.com from 2012
through April 2013, The Scheol denics that the Armed Scrvices scals were displayed
“prominently™ or implied any endorsement by the various branches. The Government’s
allegations in paragraph 67 are vague and ambiguous as to where and how Arimed Forces seals
“continuc to be prominently displayed in online ads run by Heald.,” The School denics that it
continues to use the Armed Services seals mn onkline advertisements, and dentes that the example
advertisement attached as Exhibit B to the Complaint is an advertisement “run by™ or otherwise
authorized by the School. Except as expressly admitted herein, the School denics the allcgations
in paragraph 67.

68.  The Government’s allegations in paragraph 68 are vague and ambiguous as to what
constitutcs an “cxpress conncction with or approval by” the Armed Scrvices. As such, the School
1s without knowledge or mformation sufficient to form a belief as to the truth or falsity of the
Government’s allegations in paragraph 68, The School is committed to meeting the needs of
veterans of the Arimed Scrvices, is a participant in the Yceltow Ribbon Prograny and has numecrous
programs mn California and nationally that have been approved by Veterans Admmistration.
Cxcept as expressly admitted herein, the School denies the allegations in paragraph 68.

69, The allcgation in paragraph 69 is a concluston ot law to which no response is required.
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Encollment Agreements

70.  The School admirts that 1ts current enrollment agreements contain clauses substantially
identical to the language cited in paragraph 70, noting that each such clause—including the one
quotcd—also contains an opt-out provision for cach student. The other allegations in paragraph

76 are conclusions of law to which no response 18 requited. Except as expressly admrtted herein,

the School denies the allegations in paragraph 70.

71, The allegations in paragraph 71 arc conclustons of law to which no responsc is
required.

72.  The allegations in paragraph 72 are conclusions of faw to which no response is
required,

FIRST CALSE OK ACFION

(ALL DEFENDANTS)

73, No responsive pleading is required to paragraph 73. The School realleges and
incorporates its answer to the paragraphs enumerated in paragraph 73.
74.  The allegations in paragraph 74 are conclusions of faw to which no response is

required, The School realleges and incorporates its answer to the paragraphs cnumerated in

paragraph 74. Except as expressly admitted herein, the School denites the allegations in paragraph

74.
a. The School denies the allegations in paragraph 74(a). The School realleges and
incorporates 1ts answers to paragraphs 47 to 52.
b. The Scheol denies the allegations in paragraph 75(b). The School realleges and
incorporates its answers to paragraphs 60 to 04,
c. The School denies the allegations in paragraph 75(c). The School realleges and
incorporates its answers to paragraphs 65 to 69.
75, The School dentes the alicpations in paragraph 75,
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SECOND CAUSE OF ACTION

(ALL DEFENDANTS)

76.  Noresponsive pleading is required to paragraph 76. The School realleges and
incorporates its answer to the paragraphs enumerated in paragraph 76.

77.  The allegations m paragraph 77 are conclusions of law to which no response 1s
required. To the extent that they may be construed as factual allegations, the School denies the
allcgations i paragraph 77,

78.  The allegations m paragraph 78 are conclusions of law to which no response 1s
required.

a. The allepations in paragraph 78(a) arc conclusions of law to which no responsc is
required. To the extent that they may be construed as factual allegations, the
School denies the allegations in paragraph 78(a).

b. The atlepations in paragraph 78(b) arc conclusions of law to which no response is
required. To the extent that they may be construed as factual allegations, the
School denies the allegations in paragraph 78(b).

c. The allepations in paragraph 78(c) arc conclusions of law to which no responsc is
requited. To the extent that they may be construed as factual allegations, the
School denies the allegations in paragraph 78(c).

d. The allepations in paragraph 78(d) arc conclusions of law to which no response is
requited. To the extent that they may be construed as factual allegations, the
School denies the allegations in paragraph 78(d).

c. The allepations in paragraph 78(c) arc conclusions of law to which no responsc is
requited. To the extent that they may be construed as factual allegations, the
School denies the allegations in paragraph 78(¢).

f. The allepations in paragraph 78(f) arc conclusions of law to which no responsce is
requited. To the extent that they may be construed as factual allegations, the

School denies the allegations in paragraph 78(f).
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The allepations in paragraph 78(g) arc conclusions of law to which no response is

required. To the extent that they may be construed as factual allegations, the

School denies the allegations in paragraph 78(g).

79, Thce allegations in paragraph 79 arc conclustons of law to which no responsc is

required.

B

C.

T

The allegations in paragraph 79(a) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated in paragraph 79(a).

The allegations in paragraph 79(b) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated m paragraph 79(b).

The allegations in paragraph 79(c) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated 1n paragraph 79(c).

The allegations in paragraph 79(d) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated m paragraph 79(d).

The allegations in paragraph 79(¢) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated in paragraph 79(e).

The allegations in paragraph 79(f) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs
enumerated 1n paragraph 79(f).

The allegations in paragraph 79(g) are conclusions of law to which no response is
required. The School realleges and incorporates ifs answer to the paragraphs

enumerated m paragraph 79(g).
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h. The atlepations in paragraph 79(h) arc conclusions of law to which no responsce is
requited. The School realleges and mcorporates 1ts answer to the paragraphs
enumerated in paragraph 79(h).

80, The allegation in paragraph 80 is a concluston of law to which no response is required.

a. The School 1s without knowledge or information sufficient to form a belief as to the
truth or falsity of the allegations of paragraph 80(a) and denies the allegations on
that basts,

b. The School 15 without knowledge or information sufficient to form a belief as to the
truth or falsity of the allegations of paragraph 80(b) and denies the allegations on
that basts,

¢. The School 1s without knowledge or information sufficient to form a belief as to the
truth or falsity of the allegations of paragraph 80(c) and denies the allegations on
that basts,

d. The allegations in paragraph 80(d) include conclusions of law to which no response
is required. The School is without knowledge or information sufficient to form a
belict as to the truth or talsity of the factual allcgations of paragraph 80{d} and
denies the allegations on that hasis.

¢. The School denies the allegations in paragraph 80(2).

81, The allegations in paragraph 81 arc conclusions of faw to which no responsc is
required.

THIRD CAUSE OF ACTION

(CORINTHIAN COLLEGES, INC))

82.  No responsive pleading 1s required to paragraph 82. The School realleges and
incorporates its answer to the paragraphs enumerated in paragraph 82.

83, The California Corporations Codc speaks for itself, and the interpretation of the code is
a matter of law as to which no response 1s required.

84.  The School admits that the common stock of Corinthian Colleges, Inc. s traded on the
Nasdag National Market System. The remaining allegations are conclusions of law to which no
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respansc 18 required. Except as cxpressly admitted hercin, the School denies the atlepations in
paragraph 84.

85. The School admits that on February 1, 2013 it filed a Registration Statement (Form S-
&), for the School’s Employce Stock Purchase Plan, The remaining allcgations are conclusions of
law to which no response s required. Except as expressly admitted herem, the School denies the

allegations in paragraph 83,

86, The allcgations m paragraph 86 arc conclustons of law to which no responsc is
requited.

87.  The allegations i paragraph 87 are conclusions of faw to which no response is
required,

88.  The allegations m paragraph 88 are conclusions of faw to which no response 1s

required. To the extent that they may be construad as factual allegations, the School denies the
allcgations i paragraph 8¥.

89.  The allegations m paragraph 89 are conclustons of faw to which no response 18
required. To the extent that they may be construad as factual allegations, the School denies the
allcgations i paragraph 89,

90.  The School dentes that, as alleged in paragraph 90, 1t misrepresented “the job
placement rate of its graduates; the methodology it used to calculate the job placement rate of its
graduatcs; the number of praduates it placed; the number of cligible graduates; the reliabitity of its
placement and placement verification process; the stringency ot its definitions regarding job
placements; its compliance with accreditor mandated policies: and its compliance with its own
polictes.” The remaining allcgations in paragraph 90 arc conclusions of law to which no responsc
is required. Except as expressly admitted herein, the School denies the allegations in paragraph
90.

FOURTH CAUSE OF ACTION

(CORINTHIAN COLLEGES, INC.)

91.  Noresponsive pleading is required to paragraph 91. The School realleges and

incorporates its answer to the paragraphs cnumerated in paragraph 91,
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92, The California Corporations Codc speaks for itselt, and the interpretation of the cedc 1s
a matter of law as to which no response 1s required.

93.  The Government’s allegations in paragraph 93 are vague, ambiguous and unintelligible
as to whether it asscrts that ““others™ or the School’s stock arc traded “on the Nasdag Nattonal
Market System.” As such, the School 1s without knowledge or imformation sufficient to form a
beliet as to the truth or falsity of the Govermment’s allegations in paragraph 93 about “others™ and
decnics them on that basis, The remaining allcgations arc conclusions of law to which no responsc
is required. Except as expressly admitted herein, the School denies the allegations in paragraph
93.

94, The School admits that on February 1, 2013 1t filed a Registration Statement (Form S-
8), for the School’s Employee Stock Purchase Plan. The remainmg allegations are conclusions of
law to which no response is required. Except as expressly admitted heremn, the School denigs the

allcgations i paragraph 94,

95.  The allegattons m paragraph 95 are conclustons of law to which no response 15
required.

96, The alicgations in paragraph 96 arc conclustons of law to which no responsc is
required.

97.  The allegations i paragraph 97 are conclusions of faw to which no response is

required, To the extent that they may be construcd as factual allegations, the School denies the
allegations in paragraph 97.

98.  The allegations i paragraph 98 are conclusions of faw to which no response is
required, To the extent that they may be construcd as factual allegations, the Schoal denies the
allegations in paragraph 98.

99.  The School denies that, as alleged in paragraph 99, it misrepresented “the job
placcment rate of its graduates; the methodology it used to calculate the job placement rate of its
graduates: the number of graduates it placed; the number ot eligible graduates; the rehability of its
placement and placement verification process; the stringency ot its definitions regarding job
placcments; its compliance with accreditor mandated policies; and its compliance with its own
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policics.” The remaining allegations in paragraph 99 arc conclusions of law to which no responsc
1s required. Except as expressly admitted herein, the School denies the allegations in paragraph 69
100.  The School denies the allegations made in paragraph 100.

FIFTH CAUSE OF ACTION

{(CORINTHIAN SCHOOL.S, INC.)

101, Noresponsive pleading is required to paragraph 101, The School realleges and
incorporatcs its answer to the paragraphs enumerated in paragraph 101,

102.  The School admits that on July 31, 2007 the Los Angeles Superior Court entered a
final judgment pursuant to a stipulation between the parties m People v. Corinthian Schools, Inc.,
et ul., No, BC374999, The text of the final judgment speaks for itself, To the extent that the
interpretation of the final judgment 1s an 1ssue of law, no response 1s required. To the extent that
the Government’s characterization in paragraph 102 difters from the terms and correct
interpretation of the final judgment, the School dentes thosc allegations. Except as cxpressly
admitted herein, the School dentes the allegations in paragraph 102.

a. The text of the final judgment speaks tor itself. To the extent that the interpretation
of the final judgment is an tssuc of law, no responsc is required. To the cxtent that
the Giovernment’s characterization in paragraph 102{a} differs from the terms and
correct interpretation of the final judgment, the School denies those allegations.
Except as expressly admitted herein, the School denies the allegations in paragraph
102(a).

b. The text of the final judgment speaks tor itself. To the extent that the interpretation
of the final judgment is an issuc of law, no responsc is required. To the cxtent that
the Giovernment’s characterization in paragraph 102(b) difters from the terms and
correct interpretation of the final judgment, the School denies those allegations.
Except as expressly admitted herein, the School denies the allegations in paragraph
102(b).

¢. The text of the final judgment speaks tor itself. To the extent that the interpretation
of the final judgment 1s an issuc of law, no responsc s required. To the cxtent that
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the Government’s characterization in paragraph 102{c) differs from the terms and
correct interpretation of the final judgment, the School denies those allegations.
Except as expressly admitted herein, the School denies the allegations in paragraph
102(c).
103.  The School dentes the allegations in paragraph 103.
a. The School denies the allegations in paragraph 103(a). The School realleges and
incorporates its answers to paragraphs 47 to 52,
b. The School denies the allegations in paragraph 103(b). The School realleges and
incorporates its answers to paragraphs 60 to 64.
¢. The School denices the allegations in paragraph 103{c). The School reallcges and
incorporates 1ts answers to paragraphs 65 to 69.
104.  The allegations i paragraph 104 are conclusions of law to which no response is
required,

SIXTH CAUSE OF ACTION

(CORINTHIAN SCHOOLS, INC.)

105, No responsive pleading is required to paragraph 103, The School realleges and
incorporates 1ts answer to the paragraphs enumerated in paragraph {05.

106.  The School admits that on July 31, 2007 the Los Angeles Superior Court entered a
final judgment pursuant to a stipulation between the partics in People v. Corinthian Schools, Inc.,
et af., No. BC374999. The text of the final judgment speaks for itself. To the extent that the
interpretation of the final judgment is an issue of law, no response is required. To the extent that
the Government’s charactenization in paragraph 106 differs from the terms and correct
interpretation of the final judgment, the School denies those allegations. Except as expressly
admitted herein, the School denies the allegations in paragraph 106.

a. The text of the final judgment speaks for itsclf. To the oxtent that the interpretation
of the final judgment 15 an tssue of law, no response 1s required. To the extent that
the Government’s characterization in paragraph 106¢a} differs from the terms and
correet interpretation of the final judgment, the School denics thosc allepations,
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107.

108,

required.

Except as expressly admitted herein, the Schoo! denics the allcgations in paragraph
106(a).

The text of the final judgment speaks tor itself. To the extent that the interpretation
of the final judgment 18 an issuc of law, no responsce s required. To the cxtent that
the Giovernment’s characterization in paragraph 106(b) difters from the terms and
correct interpretation of the final judgment, the School denies those allegations.
Except as expressly admitted herein, the School denics the allegations in paragraph
106(b).

The text of the final judgment speaks tor itself. To the extent that the interpretation
of the final judgment 18 an issuc of law, no responsce s required. To the cxtent that
the Giovernment’s characterization in paragraph 106{c} differs from the terms and
correct interpretation of the final judgment, the School denies those allegations.
Except as expressly admitted herein, the School denics the allcgations in paragraph

106(c).

The School denies the allegations in paragraph 107.

a.

C.

The School denics the allegations in paragraph 107(a). The School realleges and
incorporates 1ts answers to paragraphs 47 to 52.
The School denies the allegations in paragraph 107(b). The School realleges and
incorporates its answers to paragraphs 60 to 04,
The School denies the allegations in paragraph 107(c). The School realleges and

incorporates its answers to paragraphs 65 to 69.

The allcgations in paragraph 108 arc conclusions of law to which no response s

Except as expressly admitted in the preceding responstve paragraphs. the School denies the

allegations n the Complaint.

T
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Y CORINTHIAN
COLLEGES, INC.

& Hutton Centre Drve Suite 400
Santa Ang, CA $2707-5744
tel 714.427.3000

www cCledu

December 26, 2013

Dr. Albert C. Gray, Ph.D.

President and Chief Executive Officer

Accrediting Council for Independent Colleges and Schools
750 1% Street NE, Suite 980

Washington, DC 20002

Dear Secretary Duncan,

On December 18 you received a letter from Senator Richard 1. Durbin of lllinais regarding our company,
Corinthian Colleges Inc., and profoundly inaccurate allegations contained in a recent news story in The
Huffington Post (How A For-Profit College Created Fake Jobs To Get Taxpayer Money).

Senator Durbin sent a similar letter to Corinthian asking that we address questions related to job placement
for our graduates. We did so in a letter dated December 23, which we are providing to you.

As we note in our letter to Senator Durbin, Corinthian Colleges emplays about 750 people and invests more
than $50 million each year to help its graduates find employment in their fields of study. In 2012, 26,700 of
those graduates — about two out of every three -- did so.

We have a robust, extensive process to verify the accuracy of job placement statistics that we submit to our
accreditors and regulators. We voluntarily instituted this process in 2005 and to our knowledge were the
first in our sector to take such a step.

A review by the Government Accountability Office determined that in 2009 the federal government spent
$18 billion on 47 different job training programs. Few of these programs prepare as many people for the
workplace in any year as Corinthian Colleges. Qur work not only produces results for our graduates, but
makes us one of America’s largest sources of job skills training.

Unfortunately, The Huffington Post actively chose to ignore the substantial body of facts that contradict its
unfounded allegations and instead published a story that falls apart under objective scrutiny. The story is
inaccurate, misleading and wrong.
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CORINTHIAN
COLLECES, INC.

& Hutton Centre Drive Suite 400
Santa ana, TA 92707 5764
tel 714.427 3000

www _CCledu

December 26, 2013

Senator Richard J. Durbin
Assistant Majority Leader
United States Senate

711 Hart Senate Office Building
Washington, DC 20610-1304

Dear Senator Durbin,

We write in response to your letter of December 18 regarding our company’s job placement programs for
graduates of our three schools — Everest, Heald and WyoTech. Corinthian Colleges employs more than 700
people and invests tens of millions of dollars each year to help its graduates find employment in their fields
of study, and in 2012 about two out of three of our graduates did so. We have a robust, extensive process to
verify the accuracy of job placement statistics that we submit to our accreditors and regulators. Allegations
to the contrary in The Huffington Post are misleading, inaccurate and wrong.

Corinthian Job Placement Programs and Results

We begin by providing you with a description of our company’s job placement initiatives. We provided this
information to The Huffington Post prior to publication of its story. Regrettably, however, the Post chose not
to include it, depriving you and other readers of important facts that contradict or undermine the story’s
accusations.

e Qverall, Corinthian invests more than $50 million a year in people and programs to help its graduates
find good jobs and start careers in the fields for which they trained. This is a substantial financial
commitment to our graduates, and one that regularly helps them find success in the job market.

® In 2012, we helped 26,700 graduates of our schools — about two out of every three graduates — find jobs
in their fields of study.

e Corinthian has more than 750 career services employees devoted to helping our graduates find
employment in their fields.

o We have career service employees based at all of our 107 campuses. Some work with students to
help them prepare resumes, cultivate a professional demeanor, and develop job search and
interviewing skills. Others seek out and work with community employers who might hire our
graduates.

© Woe have about one career service employee for every 108 students. A national study found that
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community colleges have a ratio of about one counselor for every 1,000 students. Further, community
college counselors are typically responsible for all types of counseling — career, personal and academic.

e A number of national businesses hire dozens of our graduates every year, year after year, because they find
them to be well prepared for the workplace.
o For example, from July 1, 2012 through June 30, 2013, CVS/pharmacy hired more than 300
graduates of our pharmacy technician program. Other national pharmacy chains hired many more.
o Two national groups of auto service centers, Bridgestone Tire and Pep Boys, hired dozens of our
WyoTech grads for service and retail positions.
e In 2005, Corinthian established a corporate-level team that re-verifies job placement statistics for all of its
campuses. To our knowledge, we were the first organization in our sector to establish such a function. That
team now employs more than 20 full-time people.

Corinthian Job Placement Policies

For a brief period in 2011, under circumstances that were limited and unique, we provided incentives to
employers who hired graduates of our three Georgia Everest campuses, but we ended that program and we do
not anticipate doing it again. Although we routinely provide job placement data to prospective students, as
required by federal law, we do not, advertise job placement rates.

® In 2011, when the job market was among the worst America had experienced in years, Corinthian offered
modest financial incentives to employers who hired our Everest Georgia graduates. We did this to provide a
small advantage to our graduates in challenging conditions.

As the attached document shows, employers pledged in writing only to hire graduates for ongoing,
sustainable positions. Unfortunately, not all of these employers kept their word and the program did not
produce the results for our graduates that we had hoped. We discontinued it after several months and do
not plan to use it elsewhere.

® The Huffington Post story focuses on a 2011 Everest graduate from our Decatur, Georgia campus who was
hired by a construction company at $19 an hour and paid at least $3,000 in salary — at least 50 percent more
than the subsidy the employer received from Everest. Contrary to the Post’s allegations, the subsidy alone
did not provide sufficient incentive for the employer to hire this graduate.

» If we find any evidence that company policy in this area has not been observed, we take decisive corrective
action.

Corinthian’s Role in Job Training

A review by the Government Accountability Office determined that in 2009 the federal government spent $18
billion on 47 different job training programs. Few of these programs prepare as many people for the workplace
in any year as Corinthian Colleges.

'n 2011, Corinthian asked The Parthenon Group, an independent consulting firm, to examine the results of

federal job training programs. They found that “only one of every 25 Americans served by federal job training

programs actually receives classroom-based skills training” and that “federal job training programs actually rely
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on private sector and community colleges to provide almost all of their classroom-based skills instruction.” Dr.
Anthony Carnevale, director of Georgetown University’s Center on Education and the Workforce, has noted
that, “we use educational institutions as our workforce training program because Department of Labor
programs are too small and therefore have had minimal effect ... (private-sector colleges) have been effective at
adapting to labor market demand.”

Unfortunately, The Huffington Post actively chose to ignore the substantial body of facts that contradict its
unfounded allegations and instead published a story that falls apart under objective scrutiny. To answer your
question: The story’s accusations are not true.

Corinthian invests substantial effort and resources in programs to help its graduates find employment in their
chosen fields. Our work not only produces results for our graduates, but makes us one of America’s largest
sources of job skills training.

The work we do is difficult and the labor market is tight. Despite our considerable efferts, not all of our students
find work upon graduation. Butin 2012, two out of every three of them did. We strive for continuous
improvement, we are proud of the work we do and we stand behind it.

Stncerely,

Jack D. Massimino
Chairman and Chief Executive Officer
Corinthian Celieges Inc.
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EVEREST STANDS BEHIND ITS GRADUATES

LOCAL EMPLOYER AFFILTATION AGREEMENT

THIS LOCAL EMPLOYER AFFILIATION AGREEMENT (this “Agreement™) is effective the
day of \ , by and between Everest Institute, located at 2460 Wesley Chapel Road,
Suite 100 Decatur, GA 30035 (hereinafter, the “School”) and [NAME OF
EMPLOYER] (“Employer™).

RECITALS

WHEREAS, School offers educational programs in the Atlanta metropolitan area (“Atlanta™) that prepare
its graduates (“Graduates™) for careers in certain job fields; and

WHEREAS, School is proud of its Graduates and belicves that its Graduates are prepared for jobs in the
fields in which they have been trained; and

WIIEREAS, Employer operates in Atlanta and, from time to time, hires skilled workers to meet its
business needs; and

WIEREAS, the recent economic downturn and resulting high unemployment rates has given rise to a
high number of Graduates currently looking for employment who are competing with other job applicants for a
limited number of job openings in the Atlanta market; and

WHEREAS, School desites io assist its Graduates in finding employment by affiliating with local
businesses such as Employer to consider hiring Graduates of the School; and

WHEREAS, Employer currently or in the near future will need te hire workers skilled in one or more of
the fields in which Graduates have been trained by Scheol; and

WHERFEAS, Employer is willing to consider hiring Graduates who are qualified to perform the job duties
required by Employer; and

WHEREAS, School understands that hiring new employees requires Employer to orient and train new
employees on the particular business requirements of Employer, and that such new employee training and
orientation might impose financial and operational burdens on Employer;

WIEREAS, School is willing to stand behind its training and its Graduates by assisting Employer in
defraying a portion of the financial and operational burdens Employer would incur in on-boarding Graduates as
new employees, including costs related to orienting Graduates to Employer’s procedures, policies and practices,
upon the terms and conditions sct forth herein.

NOW, THEREFORE, the parties hereto agree as follows:
1. Responsibilities of Scheol:

a. School agrees that it shall refer qualified Graduates to Employer for preferred consideration for bona fide,
sustainable cmployment positions in the ficlds in which Empleyer has expressed a need.

b. School shall designate an employment coordinator whe will provide a list of Graduate names and contact
information to Employer.

¢. Scheol shall instruct each Graduate to adhere to applicable protocols set for interviews by Employer when
applicable.

d. If Employer hires a Graduate into a bona fide position between June 27" and August 31, 2011, and
Graduate remains employed with Employer for at Icast 30 days, then Schocel will pay to Employer $
(the “Onboarding Allowance™) to help defray the costs of on-boarding such Graduate, including costs
related to oricnting Graduate to Employer’s procedures, policies and practices.

Local Employer Affiliation Agreement
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2. Responsibilities of Employer:

Employer agrees to consider hiring cach qualified Graduate referred to Employer by Schoel.

Employer represents, warrants and covenants that any job position it fills by hiring a Graduate will be a
bona fide, sustainable position necessary to mect the business and operational needs of Employer, and
that it will not accept any portion of the Onboarding Allowance if it has any then-current intention of
terminating the employment of Graduate.

Employer shall provide to School written employment verification of each Graduate hired, including first
day verification of employment, as well as thirty-day verification of employment in order to receive the
Onboarding Allowance.

3. Term and Termination; The term of this Apreement shall commence June 24, 2011 and shall cxpire on
December 31,2011.

4. Non-Discrimination: Neither party shall discriminate against any Graduate on the basis of race, color,
religion, creed, sex, national origin, age, sexual orientation, gender identity or status, marital or vetcrans status
in the performance of this Agreement. '

5. QGeneral:

a.

Notices: All notices or other communications shall be deemed to be sufficient if written, delivered in
person or deposited inte first class mail, postage prepaid, addressed to the other party at the address
designated for each party below. The person and address to which notices are to be given may be
changed at any time upon written notice to the other party.

Use of Employer Name: School may list Employer as an employer of its graduates in its standard
publications or otherwise make reference to Employer in any filings or submissions to regulatory
authoritics or accrediting agencies.

Entirc Agreement: This Agreement constitutes the entire agreement between the partics hereto, This
Agreement supersedes any and all prior agreements, discussions, negotiations, arrangements, or
understandings, whether written, oral or implied, with respect to the subject matter of this Agreement.
This Agreement may not be modified or amended without the prior written consent of cach party.

Third Party Beneficiary: This Agreement shall be construed to the benefit of the partics only and shail
not be construed to the benefit of any third party, including but not limited to any Graduate.

IN WITNESS WHEREOQF, the parties have exccuted this Agreement to be cffective as of the date first

above written.

EVEREST INSTITUTE

By: By: _ i}
Name: Name:

Title: Title:

Address: Address:

Local Employer Affiliation Agreement
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Andrews, John

From: Massimino, Jack
Sent: Thursday, October 10, 2013 5:14 PM
Subject: California Attorney General Complaint

Today we were disappointed to learn that the California Attorney General filed a complaint against the
company. We have been cooperating extensively with the Attorney General’s office for the past nine months, as
we previously disclosed in our SEC filings. We were not given advance notice of today’s complaint and have
not had the chance to review it in detail.

The AG's complaint alleges inaccuracies in our job placement statistics. As all of you know, we are committed
to regulatory compliance and have robust processes in place to correctly record and disclose the job placement
information we receive from our graduates and their employers.

We are proud of the career and technical education that our 15,000 employees provide to more than 80,000
students in the United States and Canada. We will vigorously defend against this complaint, and will keep you

updated on significant developments as we move forward.

Jack Massimino
Chairman & CEO
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The People of the State of California (“the People™), by and through Kamala D. Harris,
Attomey General, allege as follows:

1. The People bring this action to hold Corinthian Colleges, Inc. and its subsidiaries
that operate Heald, Everest and Wyotech schools (collectively “CCI”) accountable for violating
California law by misrepresenting job placement rates to students, misrepresenting job placement
rates to investors, advertising for programs that it does not offer, unlawfully using military seals
in advertising, and inserting unlawful clauses into enrollment agreements that purport to bar any
and all claims by students.

. CClI is engaging in these unlawful, unfair, and fraudulent practices in connection
with the sale of programs that are very expensive. For example, Heald College in San Francisco
charges $39,510 in tuition and fees and $3,500 in books and supplies for an Associate of Applied
Science degree in Medical Assisting; Everest College in City of Industry charges $38,341 in
tuition and fees and $4,339 in books and supplies for its Criminal Justice Associate’s degree;
Wyotech in Long Beach charges $35,000 in tuition and fees and $2,000 in books and supplies for
an Automotive Technology with Applied Service Management Associate’s degree; and Everest
University Online’s Brandon Campus charges $68,800 in tuition for an online Bachelor’s degree
in “Paralegal.”

3, CCl is selling these expensive programs to students throughout California, many
of whom head single parent families and have annual incomes that are near the federal poverty
line ($19,530 for a three-person household). CCI targets this demographic, which it describes in
internal company documents as composed of “isolated,” “impatient,” individuals with “low self-
esteem,” who have “few people in their lives who care about them” and who are “stuck” and
“unable to see and plan well for future,” through aggressive and persistent internet and
telemarketing campaigns and through television ads on daytime shows like Jerry Springer and
Maury Povich.

4. CCI’s unlawful, unfair, and fraudulent practices are all the more egregious in light
of the fact that its Everest campuses are subject to a permanent injunction secured by the People

in 2007 that bars many of the practices at issue.
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5 The People respectfully request that this Court use its equitable and legal authority

to permanently end CCI’s unlawful, unfair, and fraudulent practices.
PLAINTIFF

6. Plaintiff is the People of the State of California. The People bring this action by
and through Kamala D. Harris, Attorney General. The Attorney General is authorized by
Business and Professions Code sections 17204, 17206, and 17207 to bring actions to enforce the
Unfair Competition Law (“UCL”); by Business and Professions Code sections 17535, 17535.5,
and 17536 to bring actions to enforce the Fair Advertising Law (“FAL”); and by Government
Code sections 12658 and 12660 to bring actions to enforce the Corporate Securities Law of 1968
(“CSL").

DEFENDANTS

7. Defendant Heald College, LLC, is, and at all times mentioned herein was, an LLC
organized and existing under the laws of the State of California. Heald College, LLC’s principal
place of business is in the City and County of San Francisco. At all times relevant herein,
Defendant Heald College, LLC has transacted and continues to transact business throughout
California, including at campuses in Concord, Fresno, Hayward, Modesto, Rancho Cordova,
Roseville, Salinas, San Francisco, San Jose, Stockton and online. Heald College, LLC is a
wholly owned subsidiary of Corinthian Colleges, Inc.

8. Defendant Heald College, LLC, its agents, employees, officers, and others acting
on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant Heald
College, LLC, afe referred to collectively herein as “Heald.”

9, Defendant Corinthian Colleges, Inc., is, and at all times mentioned herein was, a
corporation organized and existing under the laws of the State of Delaware. Corinthian Colleges,
Inc.’s principal place of business is in Santa Ana, California in Orange County. At all times
relevant herein, Defendant Corinthian Colleges, Inc. has transacted and continues to transact
business throughout California, including at its headquarters in Santa Ana. Corinthian Colleges,
Inc.’s direct and indirect subsidiaries operate schools and/or enroll students throughout California

and include Corinthian Schools, Inc.; Rhodes Colleges, Inc.; Florida Metropolitan University, Inc.;
3
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Titan Schools, Inc.; Career Choices, Inc.; Sequoia Education, Inc.; MJB Acquisition Corporation;
Everest College Phoenix, Inc.; and Heald College, LLC.

10.  Corinthian Colleges, Inc.’s common stock has been listed on the Nasdaq National
Market System since February 1999 under the symbol “COCO.” Corinthian Colleges, Inc.’s
common stock qualifies as a security as defined in Corporations Code section 25019. Corinthian
Colleges, Inc. qualifies as an issuer under Corporations Code sections 25010 and as a person
under Corporations Code section 25013.

11. Defendant Corinthian Colleges, Inc., its agents, employees, officers, and others
acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant
Corinthian Colleges, Inc., are referred to collectively herein as “Corinthian Colleges, Inc.”

12. Defendant Corinthian Schools, Inc., is, and at all times mentioned herein was, a
corporation organized and existing under the laws of the State of Delaware. Corinthian Schools,
Inc.’s principal place of business is in Santa Ana, California in Orange County. At all times
relevant herein, Defendant Corinthian Schools, Inc. has transacted and continues to transact
business throughout California, including its Everest College campuses in Alhambra, Anaheim,
City of Industry, Gardena, Hayward, Los Angeles — Wilshire, Ontario, Ontario Metro, Reseda,
San Bernardino, San Francisco, San Jose, Torrance, and West Los Angeles and its Wyotech
campus in Long Beach. Corinthian Schools, Inc. is a wholly owned subsidiary of Corinthian
Colleges, Inc.

13. Defendant Corinthian Schools, Inc., its agents, employees, officers, and others
acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant
Corinthian Schools, Inc., are referred to collectively herein as “Corinthian Schools, Inc.”

14. Defendant Sequoia Education, Inc., is, and at all times mentioned herein was, a
corporation organized and existing under the laws of the State of California. Sequoia Education,
Inc.’s principal place of business is in Santa Ana, California, in Orange County. At all times
relevant herein, Defendant Sequoia Education, Inc. has transacted and continues to transact
business throughout California, including at its Wyotech campus in Fremont. Sequoia Education

Inc. is owned by Career Choices Inc.
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I15.  Defendant Sequoia Education, Inc., its agents, employees, officers, and others
acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant
Sequoia Education, Inc., are referred to collectively herein as “Sequoia Education, Inc.”

16. Defendant Career Choices, Inc., is, and at all times mentioned herein was, a
Corporation organized and existing under the laws of the State of California. Career Choices,
Inc.’s principal place of business is in Santa Ana, California, in Orange County. At all times
relevant herein, Defendant Career Choices, Inc. has transacted and continues to transact business
throughout California, including through Sequoia Education, Inc., which it owns. Career Choices
Inc. is a wholly owned subsidiary of Corinthian Colleges, Inc.

17. Defendant Career Choices, Inc., its agents, employees, officers, and others acting
on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant Career
Choices, Inc., are referred to collectively herein as “Career Choices, Inc.”

18. Defendant MJB Acquisition Corporation, is, and at all times mentioned herein was,
a corporation organized and existing under the laws of Wyoming. MJB Acquisition
Corporation’s principal place of business is in Santa Ana, California, in Orange County. At all
times relevant herein, Defendant MJB Acquisition Corporation has transacted and continues to
transact business throughout California, including at its Wyotech campus in West Sacramento.
MIJB Acquisition Corporation is owned by Titan Schools, Inc.

19.  Defendant MJB Acquisition Corporation, its agents, employees, officers, and
others acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by
Defendant MJB Acquisition Corporation, are referred to collectively herein as “MJB Acquisition
Corporation.”

20, Defendant Titan Schools, Inc., is, and at all times mentioned herein was, a
corporation organized and existing under the laws of Delaware. Titan Schools, Inc.’s principal
place of business is in Santa Ana, California, in Orange County. At all times relevant herein,
Defendant Titan Schools, Inc. has transacted and continues to transact business throughout
California, including through MJB Acquisition Corporation, which it owns. Titan Schools, Inc. is

a wholly owned subsidiary of Corinthian Colleges, Inc.
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2ol Defendant Titan Schools, Inc., its agents, employees, officers, and others acting on
its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant Titan
Schools, Inc., are referred to collectively herein as “Titan Schools, Inc.”

22. Defendant Rhodes Colleges, Inc., is, and at all times mentioned herein was, a
corporation organized and existing under the laws of Delaware. Rhodes Colleges, Inc.’s principal
place of business is in Santa Ana, California in Orange County. At all times relevant herein,
Defendant Rhodes Colleges, Inc. has transacted and continues to transact business throughout
California, including through its subsidiaries Florida Metropolitan University, Inc. and Everest
College Phoenix, Inc. Rhodes Colleges, Inc. is a wholly owned subsidiary of Corinthian Colleges,
Inc.

23. Defendant Rhodes Colleges, Inc., its agents, employees, officers, and others acting
on its behalf, as well as subsidiaries, affiliates, and other entities controlled by Defendant Rhodes
Colleges, Inc., are referred to collectively herein as “Rhodes Colleges, Inc.”

24, Defendant Florida Metropolitan University, Inc., is, and at all times mentioned
herein was, a corporation organized and existing under the laws of the State of Florida. Florida
Metropolitan University, Inc.’s principal place of business is in Santa Ana, California, in Orange
County. At all times relevant herein, Defendant Florida Metropolitan University, Inc. has
transacted and continues to transact business throughout California, including through Everest
University Online, which it operates as part of institutions it owns with physical locations in
Brandon, Pompano Beach and Orlando, Florida. Florida Metropolitan University, Inc., is a
wholly owned subsidiary of Rhodes Colleges, Inc.

25.  Defendant Florida Metropolitan University, Inc., its agents, employees, officers,
and others acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by
Defendant Florida Metropolitan University, Inc., are referred to collectively herein as “Florida
Metropolitan University, Inc.”

26. Defendant Everest College Phoenix, Inc., is, and at all times mentioned herein was,
a corporation organized and existing under the laws of the State of Arizona. Everest College

Phoenix, Inc.’s principal place of business is in Santa Ana, California, in Orange County. At all
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times relevant herein, Defendant Everest College Phoenix, Inc. has transacted and continues to
transact business throughout California, including through its online school, Everest College
Phoenix Online, which it operates as part of an institution it owns with physical locations in
Phoenix and Mesa, Arizona. Everest College Phoenix, Inc. is owned by Rhodes Colleges, Inc.

27.  Defendant Everest College Phoenix, Inc., its agents, employees, officers, and
others acting on its behalf, as well as subsidiaries, affiliates, and other entities controlled by
Defendant Everest College Phoenix, Inc., are referred to collectively herein as “Everest College
Phoenix, Inc.”

28. The true names and capacities, whether individual, corporate, associate or
otherwise, of defendants sued herein as Does 1 through 100, inclusive, presently are unknown to
the People, who therefore sue these defendants by their fictitious names. The People will seek
leave to amend this Complaint to allege the true names of Does 1 through 100 once they have
been ascertained. Does 1 through 100 participated in some or all of the acts alleged herein.

29.  Does 1 through 50, their agents, employees, officers, and others acting on their
behalf, as well as subsidiaries, affiliates, and other entities controlled by Does 1 through 50, are
referred to collectively herein as “DOE Defendants 1 to 50.”

30.  Does 51 through 100, their agents, employees, officers, and others acting on their
behalf, as well as subsidiaries, affiliates, and other entities controlled by Does 51 through 100, are
referred to collectively herein as “DOE Defendants 51 to 100.”

31. Heald, Corinthian Colleges, Inc., Corinthian Schools, Inc.; Sequoia Education, Inc.;
Career Choices, Inc.; MJIB Acquisition Corporation; Titan Schools, Inc.; Rhodes Colleges, Inc.;
Florida Metropolitan University, Inc.; Everest College Phoenix, Inc.; DOE Defendants 1 to 50,
and DOE Defendants 51 to 100 are referred to collectively in this Complaint as “CCI,” and/or
“Defendants.”

32.  Whenever reference is made in this Complaint to any act of “CCl,” and/or
“Defendants,” that allegation shall mean that each Defendant acted individually and jointly with

the other Defendants named in that cause of action.

7

COMPLAINT FOR CIVIL PENALTIES, PERMANENT INJUNCTION
AND OTHER RELIEF
EDO00010646




10
11
12
13
14
15
16
17
18
19
20
21
)
23
24
25
26
27
28

33. At all times mentioned herein, each of the Defendants acted as the principal, agent,
or representative of each of the other Defendants, and in doing the acts herein alleged, each
Defendant was acting within the course and scope of the agency relationship with each of the
other Defendants, and with the permission and ratification of each of the other Defendants.

34. At all relevant times, Defendants have controlled, directed, formulated, known
and/or approved of, and/or agreed to the various acts and practices of each of the Defendants.

35. Whenever reference is made in this Complaint to any act of any Defendant or
Defendants, the allegation shall mean that the Defendant or Defendants did the acts alleged in this
Complaint either personally or through the Defendant’s or Defendants’ officers, directors,
employees, agents and/or representatives acting within the actual or ostensible scope of their
authority.

36. At all times mentioned herein, each Defendant knew that the other Defendants
were engaging in or planned to engage in the violations of law alleged in this Complaint.
Knowing that other Defendants were engaging in such unlawful conduct, each Defendant
nevertheless facilitated the commission of those unlawful acts. Each Defendant intended to and
did encourage, facilitate, or assist in the commission of the unlawful acts alleged in this
Complaint, and thereby aided and abetted the other Defendants in the unlawful conduct.

37, Each Defendant committed the acts, caused or directed others to commit the acts,
or permitted others to commit the acts alleged in this Complaint. Additionally, some or all of the
defendants acted as the agents of the other defendants, and all of the Defendants acted within the
scope of their agency if acting as an agent of another.

38.  Each Defendant is a “person” as defined in Business and Professions Code section
17201.

39.  All of the conduct that forms the basis for this Complaint has been undertaken by
Defendants by and through their agents, employees, officers, or others acting on their behalf.

JURISDICTION AND VENUE

40.  This Court has original jurisdiction over this action pursuant to California

Constitution article 6, section 10.
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41.  This Court has jurisdiction over Defendants because each Defendant’s principal
place of business is in California or each Defendant otherwise intentionally avails itself of the
California market so as to render the exercise of jurisdiction over it by the California courts
consistent with traditional notions of fair play and substantial justice.

42, The violations of law alleged in this Complaint occurred in the City and County of
San Francisco and elsewhere throughout California.

43.  Venue is proper in this Court pursuant to Code of Civil Procedure section 395.5
because Heald College, LLC’s principal place of business is in the City and County of San
Francisco.

44.  Venue is also proper in this Court pursuant to Code of Civil Procedure section 393,
subdivision (a) because violations of law that occurred in the City and County of San Francisco
are a “part of the cause” upon which the People seek the recovery of penalties imposed by statute.

45.  Venue for the People’s cause of action against Corinthian Schools, Inc. is proper in
San Francisco pursuant to Business and Professions Code sections 17207, subdivision (b) and
17535.5, subdivision (b) because, as more particularly alleged herein, violations of the final
Judgment of the Los Angeles Superior Court in People v. Corinthian Schools, Inc., et al. (Super.
Ct. L.A. County, 2007, No. BC374999) occurred in the City and County of San Francisco.

DEFENDANTS’ REPRESENTATIONS AND BUSINESS PRACTICES

46. CCI operates nationally and regionally accredited schools throughout California
and online. The schools include Everest Colleges, Everest University, Everest College Phoenix,
Heald Colleges, and Wyotech.

Misrepresenting Job Placement Rates to Students

47.  From a date unknown to the People and continuing to the present, CCI’s
representations and advertisements related to job placement were untrue, misleading, or both. For
example, the data in the disclosures published on or about July 1, 2012 for all campuses in
California and online campuses does not match or agree with the data in CCI’s own database
systems and/or in student files. In numerous cases, the placement rate data in CCI’s files shows

that the placement rate is lower than the advertised rate.
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48.  CCI’s marketing studies show that student “[e]nrollment largely hinges on selling
affordability & [job] placement.” As Bob Bosic, Corinthian Colleges, Inc.’s Executive Vice
President of Operations, stated: “Our students come to us primarily to gain skills and find a
position that will help them launch a successful career.”

49.  To help sell its programs to prospective students, CCI issues standardized
disclosures for each campus related to job placement. The disclosures contain placement rates for
each program. The consumer disclosures are published online and provided to students in hard
copy as part of the enrollment process.

50.  The placement rates published by CCI are at times as high as 100 percent, leading
prospective students to believe that if they graduate they will get a job. These placement rates are
false and not supported by the data. In some cases there is no evidence that a single student in a
program obtained a job during the time frame specified in the disclosures.

51.  These violations are all the more egregious given senior CCI executives’ firsthand
knowledge of the misconduct. More specifically, CCI management knew that CCI had a
placement compliance problem:

(a) On or about September 23, 2011, CCI’s CEO, Jack Massimino, e-mailed a
presentation that was to be read by the ELT [Executive Leadership Team] in
advance of an offsite meeting. One of the slides stated: “We have a placement
compliance problem now.”

(b) On or about December 7, 2011, the Accrediting Commission of Career
Schools and Colleges (ACCSC) sent a letter to the Campus President of Everest
College Hayward noting that “39 of the 167 [medical assistant] students reported
as employed in field were employed by the same agency, Select Staffing” and that
the documentation provided by Everest “did not clearly demonstrate that the
employment at Select Staffing constitutes sustainable employment in a related
field.” In response, Everest College Hayward admitted that the positions were

health screening fair positions but stated that the positions were valid placements.
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On or about June 6, 2012, ACCSC sent a follow-up letter to the Campus President,
noting that “the majority of placements with Select Staffing resulted in two days of
employment and did not clearly demonstrate that the employment at Select
Staffing constitutes ‘sustainable’ employment for a reasonable period of time in a
field related to the graduate’s educational program.”

(c) On or about February 10, 2012, CCI’s Western Division President,
Nicole Carnagey, e-mailed the Executive Vice President of Operations, Bob Bosic,
to tell him that in 2011 Everest College Hayward and Everest College San
Francisco paid a temporary agency, Remedy Temp, “to place students to meet the
accreditation deadline and minimum placement %.” Bosic responded, asking her
to find the answers to numerous questions regarding the placements and noted
“This is the [expletive omitted] that got [Everest College] Decatur in trouble and
the types of questions that need answering.”

(d) On or about March 20, 2012, An Everest College San Francisco internal
audit showing that 53 percent of student placement files reviewed were missing
employment verification forms was emailed to the CEO, Jack Massimino, and
other senior executives.

(e) On or about April 13, 2012, an Everest Online internal audit presentation
emailed to David Poldoian, Executive Vice President of Corinthian Colleges,
Inc.’s Online Learning Division, showed a placement file error rate of 53.6 percent
to 70.6 percent.

® On or about April 27, 2012, CCI’s Executive Vice President of
Operations, Bob Bosic e-mailed all division presidents and stated “the placement
verification issues we discussed Monday were shared over the last two days and
were not well received. We will discuss Monday, but together we’ll need to
demonstrate improvement. I will be interested in your thoughts on how we can
tighten this up so future audits reflect greater accuracy and completion of

documents.”
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(g) On or about May 12, 2012, CCI’s Executive Vice President of Operations,
Bob Bosic, e-mailed the Chief Administrative Officer Ken Ord and Carmella
Cassetta, Senior Vice President and President, Online Learning a copy of a
presentation regarding placements which stated “No current guidelines and
training to define a placement - mistakes are repeated constantly because no clear
definition of a placement exists;” and “inconsistent processes on what passes as in-
field or related [placement].”

(h) On or about May 18, 2012, CCI’s Western Division President, Nicole
Carnagey and Executive Vice President of Operations, Bob Bosic exchanged e-
mails regarding the Renton, Washington Everest campus’s failure of an internal
audit due to backdating of signatures on placement files. The e-mails discussed
how Everest College Gardena (in California) “almost got hit” as well and saying
that “If the current RVPO [Regional Vice President of Operations] was there she
would have been in a world of [expletive omitted].” The Executive Vice President,
Bob Bosic also told the Western Division President, Nicole Carnagey that “you
are correct that all the other campuses in yours and other divisions that made it
through [verification audits] this time are lucky.”

(1) On or about June 14, 2012, CCI’s Executive Vice President of Operations,
Bob Bosic, e-mailed the CEO, Jack Massimino, regarding the findings of an
internal review of placement procedures and stated that the review found that there
was a “Lack of workable definitions for a Placement” and that the lack of specific
definitions resulted “in subjective decisions at all levels;” that there “is no
consistent process for Placement (or other areas of Career Services) and lack of
SOP’s [Standard Operating Procedures];” that there “is generally no training at the
process level for Placement (since there is no standard process);” and that
“Campus Vue [CCI’s data management system] is not fully utilized [which]
[1]eads to poor data or lack of data availability as well as duplication of data across

forms and the Placement Verification system.”
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) On or about July 13, 2012, CCI’s Vice President of Compliance, Michelle
Reed e-mailed Beth Wilson, Executive Vice President, regarding results of a
review of Wyotech Long Beach self-employment placements. The review showed
that the files for 28 of 74 such placements had missing documents, or included
Craigslist ads that purported to be from the students in question, but that had in
fact been created by CCI. An additional 15 files were suspicious. Despite these
known irregularities, as of 8/12/2013, the Long Beach disclosures (published on
7/1/2012) had not been amended to take into account the audit’s findings.

(k) On or about July 16, 2012, CCI’s Assistant Vice President of Student
Outcomes e-mailed Division Presidents regarding Career Services Operating
Procedures, with a copy to the Executive Vice President of Operations. The

emails stated that, “[olver the past year, several campuses have had challenges

11133

providing adequate documentation for placements and waivers [emphasis in

original]. Issues that have surfaced during audits and Employment Verification
reviews are missing key fields such as signatures, inconsistencies with
CampusVue / other backup and in some cases, documentation that was never
procured or cannot be found.”

) On or about August 28, 2012, the results of a third-party audit conducted
by Hyper Core solutions on behalf of an accreditor, ACCSC, were e-mailed to
CCI'’s Executive Vice President and Chief Academic Officer. The review, which
examined a random sample of 330 student records showed substantial issues at
each CCI campus examined (Everest campuses including West Los Angeles, City
of Industry and Reseda). In particular, the review found that 30 percent of the
placements could not be verified and that there were no records to substantiate a
further 9 percent of the placements. At Everest College West Los Angeles, only
30 percent of criminal justice program placements could be verified and 20 percent

were identified as no record found. At the same campus, only 36 percent of dental
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assistant program placements could be verified and 55 percent were identified as
no record found.

The consumer disclosures provided to students by CCI and published online are

misleading and/or false for the reasons articulated above, including but not limited to the fact that

(a) the data in the system used to generate them do not support them; (b) the paper files do not

meet accreditor standards; and (¢) CCI managers knew that the placement numbers were

unreliable and unsubstantiated and failed to publicly amend or qualify them.

Misrepresenting Job Placement Rates to Investors

53.

From a date unknown to the People and continuing to the present, Corinthian

Colleges, Inc. made representations to investors related to job placement that were false and/or

materially misleading when made. Such representations include but are not limited to the

following:

(a) On or about August 24, 2012, Corinthian Colleges, Inc. stated in its
Annual Report (Form 10-K) that: “Our colleges endeavor to obtain information
regarding their students’ employment following graduation. The reliability of that
information depends, to a large extent, on the completeness and accuracy of the
data provided to our colleges by graduates and their employers. Additionally, a
dedicated team at the campus support center conducts a verification process to
check the accuracy of the placement information gathered by our campuses.
Based on information received from these groups of people, we believe that
approximately 68.1% of our graduates in calendar year 2011 who were available
for placement have been placed in a job for which they were trained by June 30,
2012, using accrediting agency standards.”

(b) On or about August 20, 2012 and October 31, 2012, Corinthian Colleges,
Inc.’s CEO used a version of a presentation with investors that stated “CY

[Calendar Year] 11 placement 68.1% vs. 67.6% in CY 10.”
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54.

(c) On or about January 24, 2013, Corinthian Colleges, Inc. incorporated its
Annual Report (and the 68.1 percent job placement number) into a Registration
Statement (Form S-8) for its Employee Stock Purchase Plan.

(d) On or about January 31, 2013, March 11, 2013 and April 30, 2013,
Corinthian Colleges, Inc.’s CEO made a presentation to investors that 33,316 of
48,930 eligible graduates in the 2011 graduation cohort were “placed in field.”

(e) On or about January 31, 2013, Corinthian Colleges, Inc.’s CEO stated in a
call with investors that: “In the area of placement, we continue to achieve solid
results for the 2012 cohort graduates. We currently expect our calendar 2012
placement rate to meet or slightly exceed our placement rate in calendar 2011,
which was 68.1%.”

® On or about March 11, 2013, Corinthian Colleges, Inc.’s CEO stated:
“This is just a quick slide on information we’ve given you over the years around
graduation and placement. And one of the things we're pretty proud of is in a
pretty difficult time, we have done a pretty remarkable job in terms of placement.
We have over 800 placement people in our organization today helping our students
get jobs in the areas we trained them for. We're very tight on our definitions. And
so if you're a medical assistant, for example, with us and you get a job at a doctor's
or the hospital, those count. 1f you get a job as an aide in a nursing home, that
does not count even though you're making $10 to $12 an hour. So we’re very tight
on our definitions around what is and what isn't included in our placements. We've
been averaging over the course of this very difficult time up to around 68%, 69%,
and we’re about there again this year.”

The statements concerning the 2011 graduation cohort were false when made and

CCI senior executives knew they were false. In fact, CCI’s own data and files suggest that the

actual rate is much lower and has been subject to manipulations and assumptions not disclosed to

investors, included but not limited to:
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(a) On or about July 31, 2012, Beth Wilson Executive Vice President of CCI
instructed her team to exclude 2011 graduates from what she deemed “Closed
Schools” including Fife, Washington, Chicago, Illinois, Ft. Lauderdale, Florida,
Decatur, Georgia and Arlington, Texas from the calculation to bring the placement
rate higher. This adjustment was not disclosed to investors.

(b) The data used by CCI to generate the placement rate included a substantial
number of placements that occurred outside the time frame specified by the
disclosures.

(c) The data used by CCI to generate the placement rate included a substantial
number of double-counted placements.

(d) On or about November 16, 2012 (nearly three months after the disclosure
of the 68.1 percent placement rate in the annual report), Michelle Reed, Vice
President of Compliance, emailed a spreadsheet showing that a substantial number
of placements and waivers for the 2011 graduation cohort had still not been
verified.

55.  Corinthian Colleges, Inc.’s CEO and/or senior management were, at all relevant
times, aware of the falsity, inaccuracy, and unreliability of job placement data and the statements
they made concerning the data, yet they did not disclose that fact to consumers or investors, or
take any action to make consumer disclosures and statements to investors accurate.

56. Written illustrations of this knowledge include, but are not limited to, the
allegations set forth in Paragraph 51 above. They demonstrate that Corinthian Colleges, Inc.’s
CEO and/or senior management knew all of the following at the time the placement
representations concerning the 2011 graduates were made to investors: (1) CCI had a placement
compliance problem; (2) two CCI schools paid temporary agencies to employ graduates; (3)
audits at CCI programs showed that over half of the placement files were missing; (4) there were
company-wide placement verification issues, including a lack of any definitions or standard
procedures; (5) placement files at one CCI campus were backdated; (6) self-employment files

were being fabricated at one CCI campus; (7) campuses were not providing adequate or accurate
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documentation; and (8) a third-party review ordered by ACCSC of 330 randomly selected files
found that 39 percent of placements could not be verified.

57.  Despite senior management’s knowledge that the statements they made in
securities filings and to investors were false and/or materially misleading, none of the false
representations were amended and/or restated by Corinthian Colleges, Inc. Instead, as alleged
herein, senior management continued to repeat and reinforce the false representations and make
new ones. For example, CCI’s CEO’s knowingly false statement that CCI was “tight” on its
definitions of what constitutes a placement.

58.  The misstatements concerning the placement rate are material to investors because
a reasonable investor would consider the rate important in reaching an investment decision. For
example, CCI’s CEO considers the job placement rate to be “the most important metric in the
company.” It is material to investors for several reasons related directly to Corinthian Colleges,
Inc.’s ability to access government funds and enroll students;

(a) First, as discussed above, placement drives enrollment. The company-
wide graduate placement rate is an important measure of its ability to attract and
enroll new students. A poor or unmarketable placement rate therefore leads to
fewer enrollments and less revenue.

(b) Second, the majority of CCI’s campuses are accredited by the Accrediting
Commission of Career Schools and Colleges (ACCSC) and/or the Accrediting
Council for Independent Colleges and Schools (ACICS). Both accreditors require
schools to meet minimum placement rates by school and by program. The ACCSC
“Established Benchmark Employment Rate” is 70 percent and the ACICS standard
is 65 percent. Where CCI’s job placement rate as a company falls relative to the
65 and 70 percent requirements set by ACCSC and ACICS is therefore indicative
of CCI’s ability to keep its campuses accredited and, relatedly, its ability to access
federal funds.

(c) Third, if graduates cannot find work, they are likely to default on their

loans, including subprime loans for which CCI bears the risk of default. The job
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placement rate is also important to the cohort default rate (CDR), a measure used
by the Federal Department of Education and the California Student Aid
Commission. For example, in California schools must keep their CDR rate below
15.5 percent to draw Cal Grant funds.
(d) Fourth, CCI faces a substantial risk that its access to federal funds, which
account for almost all of its revenue, will be tied to how well its graduates perform
in the job market. Specifically, the Federal Department of Education recently
announced the establishment of a negotiated rulemaking committee to establish
gainful employment regulations which will govern CCI’s access to federal funds.
59.  Moreover, CCI’s strategy is to close or sell campuses that are not meeting
placement outcomes. This strategy is reflected in a May 5, 2012 e-mail exchange between the
Executive Vice President of Operations, Bob Bosic, and the Division President of Wyotech
Michael Stiglich, referring to job placement metrics. Securities analyst reports concerning CCI
demonstrate that the market is aware of and concerned about CCI’s strategy of closing
underperforming schools.

Advertising for Programs that CCI Does Not Offer

60. Heald, Corinthian Schools, Inc., and Corinthian Colleges, Inc. do not offer
ultrasound technician programs, x-ray technician programs, radiology technician programs or
dialysis technician programs in California.

61, Despite this fact, from a date unknown to the People and continuing to the present,
Heald, Corinthian Schools, Inc., and Corinthian Colleges, Inc. have nevertheless run millions of
online and mobile ads stating that they do offer ultrasound technician, x-ray technician, radiology
technician or dialysis technician programs, certificates, diplomas, or degrees at their California
campuses. Illustrative examples are attached as Exhibit A hereto.

62. Consumers are routinely tricked by these ads into entering their information to be
contacted by Heald, Corinthian Schools, Inc., and Corinthian Colleges, Inc. on the internet or

into contacting Heald, Corinthian Schools, Inc., and Corinthian Colleges, Inc. directly.
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63.  Insome cases, a Heald, Corinthian Schools, Inc., or Corinthian Colleges, Inc.
representative convinces the consumer to visit the campus without ever disclosing that the
program is not offered, while in other cases the Heald, Corinthian Schools, Inc., and Corinthian
Colleges, Inc. representative pressures the prospective student into considering a different
program that is offered by Corinthian Colleges, Inc.

64.  The fact that these false ads mislead students is known by Heald, Corinthian
Schools, Inc., and Corinthian Colleges, Inc. Call center employees who try to tell prospective
students the truth are disciplined by CCI managers.

Unlawfully Using Military Seals In Advertising

65.  From a date unknown to the People and continuing to the present, Heald and
Corinthian Colleges, Inc. included the official seals of the United States Department of the Army,
the United States Department of the Navy, the United States Department of the Air Force, the
United States Marine Corps, and the United States Coast Guard in mailings, electronic messages,
and Internet Web sites to solicit information, or to solicit the purchase of or payment for a product
or service.

66.  The seals and related content were used in a manner that reasonably could be
interpreted or construed as implying federal government connection, approval, or endorsement.

67.  For example, the seals were prominently displayed on Healdmilitary.com until
recently and they continue to be prominently displayed in online ads run by Heald, an example of
which is attached hereto as Exhibit B.

68.  Heald and Corinthian Colleges, Inc. have no expressed connection with or
approval by the United States Department of the Army, the United States Department of the Navy,
the United States Department of the Air Force, the United States Marine Corps and the United
States Coast Guard.

69.  Heald and Corinthian Colleges, Inc. have never included the statutory disclaimers
indicated by Business & Professions Code section 17533.6 on any mailings, electronic messages,

and internet websites containing the seals of the United States Department of the Army, the
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United States Department of the Navy, the United States Department of the Air Force, the United
States Marine Corps, or the United States Coast Guard.

Inserting Unlawful Clauses into Enrollment Agreements

20 CCI enrollment agreements contain language that violates Civil Code section 1770,
subdivision a, paragraph 14, because they purports to confer rights and remedies on CCI that are
expressly prohibited by law. The agreements contain clauses that are substantially identical to the
following language:

GENERAL RELEASE OF CLAIMS. T hereby release and hold
this School harmless from and against any and all claims of any
kind whatsoever, including allegations related to needle sticks,
allied health and automotive practice and techniques, slips and falls
and quality of equipment and instruction, (collectively, “Claims”),
against the School (including its present and former parent
companies, insurers, representatives and all persons acting by or
through them), which I may have for any reason arising out of or
relating to my education. I am aware of the risks involved with my
education and knowingly assume those risks following my
investigation into possible injuries and the nature and quality of my
education. [ further agree that if I bring any Claim against the
School, 1 shall reimburse the School for its attorney’s fees and costs
incurred as a result thereof. I may opt out of this general release of
Claims provision by delivering a written statement to that effect
received by the School within 30 days of my first execution of an
Enrollment Agreement with the School.

71.  Because the clause claims that CCI is exempt from responsibility from “any and
all claims of any kind whatsoever” and therefore from its “own fraud, or willful injury to the
person or property of another, or violation of law, whether willful or negligent,” it is per se

invalid under Civil Code section 1668.
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72. Nevertheless, in violation of Civil Code section 1770, subdivision (a), CCI
continues to use the invalid clause to unlawfully represent that it has rights that it does not have
(e.g., the right to fees if sued), and/or that students have obligations they do not have (e.g., the
obligation to refrain from suing CCI under all circumstances).

FIRST CAUSE OF ACTION AGAINST ALL DEFENDANTS

VIOLATIONS OF BUSINESS AND PROFESSIONS CODE SECTION 17500

(UNTRUE OR MISLEADING REPRESENTATIONS)

73.  The People reallege all paragraphs set forth above and incorporate them by
reference as though they were fully set forth in this cause of action.

74. From a date unknown to the People and continuing to the present, Defendants, and
each of them, have engaged in and continue to engage in, aided and abetted and continue to aid
and abet, and conspired to and continue to conspire to engage in acts or practices that constitute
violations of Business and Professions Code section 17500 et seq., by making or causing to be
made untrue or misleading statements with the intent to induce members of the public to purchase
Defendants’ services, as described in Paragraphs 47 to 52 and 60 to 69. Defendants’ untrue or
misleading representations include, but are not limited to, the following:

(a) Defendants’ statements regarding job placement rates, including but not
limited to their published job placement disclosures that were posted online and provided to
students during the enrollment process;

(b) Heald’s, Corinthian Schools, Inc.’s, and Corinthian Colleges, Inc.’s
advertisements for programs, certificates, diplomas, or degrees they do not offer in California;

(c) Heald’s and Corinthian Colleges, Inc.’s unlawful use of United States
government seals in advertisements.

1, At the time the representations set forth in Paragraph 74 were made, Defendants
knew or by the exercise of reasonable care should have known that the representations were

untrue or misleading.
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SECOND CAUSE OF ACTION AGAINST ALL DEFENDANTS

VIOLATION OF BUSINESS AND PROFESSIONS CODE SECTION 17200

(UNFAIR COMPETITION)

76.  The People reallege all paragraphs set forth above and incorporate them by
reference as though they were fully set forth in this cause of action.

77.  Defendants, and each of them, have engaged in and continue to engage in, have
aided and abetted and continue to aid and abet, and have conspired to and continue to conspire to
engage in business acts or practices that constitute unfair competition as defined in the Unfair
Competition Law, Business and Professions Code section 17200 et seq., in that such business acts
and practices are unlawful, unfair, and fraudulent within the meaning of that statute.

78.  The business acts and practices engaged in by Defendants that violate the Unfair
Competition Law include:

(a) As to all Defendants, publishing and/or providing students with untrue,
misleading, unreliable, and/or inaccurate job placement rate information.

(b) As to Heald, Corinthian Schools, Inc. and Corinthian Colleges, Inc.,
running ads for programs, certificates, diplomas, or degrees they do not offer in
California.

(c) As to Heald, Corinthian Schools, Inc. and Corinthian Colleges, Inc.,
failing to disclose to students on the phone that Defendants do not offer certain
programs, certificates, diplomas, or degrees in California.

(d) As to Heald and Corinthian Colleges, Inc., unlawfully using official
United States government seals to imply a connection to, approval by, or
endorsement by the United States Department of the Army, the United States
Department of the Navy, the United States Department of the Air Force, the
United States Marine Corps, and the United States Coast Guard, when Heald and
Corinthian Colleges, Inc. have no such endorsement.

(e) As to Corinthian Colleges, Inc., making untrue statements of material fact

related to job placement rates and related information to investors.
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79.

80.

® As to Corinthian Colleges, Inc., omitting material facts from statements to
investors related to job placement rates.

(2) As to all Defendants, including clauses in enrollment agreements that
falsely state that Defendants are immune from liability from any and all claims of
any kind whatsoever.

These business acts and practices are unlawful because they violate laws including.
(a) Business and Professions Code section 17500, as more particularly
alleged in Paragraphs 47 to 52, 60 to 69, and 73 to 75.

(b) Corporations Code section 25400, subdivision (d), as more particularly
alleged in Paragraphs 53 to 59 and 91 to 100.

(c) Corporations Code section 25401, as more particularly alleged in
Paragraphs 53 to 59 and 82 to 90.

(d) Business and Professions Code section 17533.6, as more particularly
alleged in Paragraphs 65 to 69.

(e) Civil Code section 1770, subdivision (a), paragraph 2, as more particularly
alleged in Paragraphs 60 to 69.

H Civil Code section 1770, subdivision (a), paragraph 3, as more particularly
alleged in Paragraphs 65 to 69.

() Civil Code section 1770, subdivision (a), paragraph 9, as more particularly
alleged in Paragraphs 60 to 64.

(h) Civil Code section 1770, subdivision (a), paragraph 14, as more
particularly alleged in Paragraphs 70 to 72.

These business acts and practices are unfair in that Defendants have:

(a) caused students to pay tens of thousands of dollars, undertake huge credit
obligations, and/or spend years of their lives in educational programs because they
hoped to get a job and believed they would get a job based on Defendants’ untrue

and misleading representations;
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81.

(b) in the case of Heald, Corinthian Schools, Inc. and Corinthian Colleges,
Inc., caused consumers to call them, visit their campuses, and/or enroll at one of
their schools by misleading them into believing they offer programs, certificates,
diplomas, or degrees they do not offer;

(c) in the case of Heald and Corinthian Colleges, Inc., caused consumers,
including service members and veterans, to call them, visit their campuses, enroll
at one of their schools, and/or use federal benefits they accrued through service to
their country under the false pretense that they have a connection with, approval of,
or endorsement of the United States Department of the Army, the United States
Department of the Navy, the United States Department of the Air Force, the
United States Marine Corps, and/or the United States Coast Guard,

(d) included clauses in enrollment agreements that falsely stated that they are
immune from liability from any and all claims of any kind whatsoever, and
thereby dissuading students with valid legal claims from taking legal action;

(e) engaged in conduct that is immoral, unethical, oppressive, unscrupulous,
and/or substantially injurious to consumers.

These business acts and practices are fraudulent in that Defendants’ untrue and

misleading representations regarding their: job placement rates; ads for programs, certificates,

diplomas, or degrees they do not offer; unauthorized use of official United States government

seals; and use of enrollment agreements that falsely state that Defendants are immune from

liability, and are likely to deceive the public.

82.

THIRD CAUSE OF ACTION AGAINST

CORINTHIAN COLLEGES, INC. AND DOE DEFENDANTS 1 TO 50

VIOLATION OF CORPORATIONS CODE SECTION 25401

(SECURITIES FRAUD)

The People reallege all paragraphs set forth above and incorporate them by

reference as though they were fully set forth in this cause of action.
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83.  Pursuant to Corporations Code section 25401, it is ““ unlawful for any person to
offer or sell a security in this state or buy or offer to buy a security in this state by means of any
written or oral communication which includes an untrue statement of a material fact or omits to
state a material fact necessary in order to make the statements made, in the light of the
circumstances under which they were made, not misleading.”

84. Corinthian Colleges, Inc. and DOE Defendants 1 to 50 offered for sale and sold
Corinthian Colleges, Inc.’s common stock, which is traded on the Nasdaq National Market
System, to investors in California.

85. Corinthian Colleges, Inc. and DOE Defendants 1 to 50 offered for sale and sold
Corinthian Colleges, Inc.’s common stock to employees in California and to employees of its
subsidiaries in California via an employee stock purchase program. On or about February 1, 2013,
Corinthian Colleges, Inc. filed a Registration Statement (Form S-8) with the Securities and
Exchange Commission for the plan.

86.  Corinthian Colleges, Inc.’s common stock qualifies as a security as defined in
Corporations Code section 25019.

87.  Corinthian Colleges, Inc. qualifies as an issuer under Corporations Code sections
25010 and as a person under Corporations Code section 25013,

88.  Corinthian Colleges, Inc.’s and DOE Defendants 1 to 50’s misrepresentations were
made in connection with the offer and sale of securities within the meaning of Corporations Code
section 25017.

89.  Corinthian Colleges, Inc.’s and DOE Defendants 1 to 50°s misrepresentations took
place within the State of California within the meaning of Corporations Code section 25008.

90.  In offering for sale and/or selling its common stock, Corinthian Colleges, Inc. and
DOE Defendants 1 to 50 misrepresented the job placement rate of its graduates; the methodology
it used to calculate the job placement rate of its graduates; the number of graduates it placed; the
number of eligible graduates; the reliability of its placement and placement verification process;
the stringency of its definitions regarding job placements; its compliance with accreditor

mandated policies; and its compliance with its own policies. Corinthian Colleges, Inc. and DOE
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Defendants 1 to 50 violated Corporations Code section 25401 because these statements were
untrue and misleading by virtue of the omission of material facts, including without limitation,
those set forth in paragraphs 51 and 54 to 59, above.

FOURTH CAUSE OF ACTION AGAINST

CORINTHIAN COLLEGES, INC. AND DOE DEFENDANTS 1 TO 50

VIOLATION OF CORPORATIONS CODE SECTION 25400, SUBDIVISION (D)

(SECURITIES FRAUD)

91.  The People reallege all paragraphs set forth above and incorporate them by
reference as though they were fully set forth in this cause of action.

92.  Pursuant to Corporations Code section 25400, subdivision (d), it is “It is unlawful
for any person, directly or indirectly, in this state . . . If such person is a broker-dealer or other
person selling or offering for sale or purchasing or offering to purchase the security, to make, for
the purpose of inducing the purchase or sale of such security by others, any statement which was,
at the time and in the light of the circumstances under which it was made, false or misleading
with respect to any material fact, or which omitted to state any material fact necessary in order to
make the statements made, in the light of the circumstances under which they were made, not
misleading, and which he knew or had reasonable ground to believe was so false or misleading.”

93, Corinthian Colleges, Inc. and DOE Defendants DOE Defendants 1 to 50 offered
for sale, sold, and/or induced the purchase or sale of Corinthian Colleges, Inc.’s common stock by
others, which is traded on the Nasdaq National Market System, to investors in California.

94, Corinthian Colleges, Inc. and DOE Defendants 1 to 50 offered for sale, sold,
and/or induced the purchase or sale of Corinthian Colleges, Inc.’s common stock by its
employees in California and to employees of its subsidiaries in California via an Employee Stock
Purchase Plan. On or about February 1, 2013, Corinthian Colleges, Inc. filed a Registration
Statement (Form S-8) with the Securities and Exchange Commission for the plan

95.  Corinthian Colleges, Inc.’s common stock qualifies as a security as defined in

Corporations Code section 25019.
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96.  Corinthian Colleges, Inc. qualifies as an issuer under Corporations Code sections
25010 and as a person under Corporations Code section 25013.

97.  Corinthian Colleges, Inc.’s and DOE Defendants 1 to 50’s misrepresentations were
made in connection with the offer and sale of securities within the meaning of Corporations Code
section 25017.

98.  Corinthian Colleges, Inc.’s and DOE Defendants 1 to 50°s misrepresentations took
place within the State of California within the meaning of Corporations Code section 25008.

99. In offering for sale, selling, or inducing the purchase and/or sale of its common
stock by others, Corinthian Colleges, Inc. and DOE Defendants 1 to 50 misrepresented the job
placement rate of its graduates; the methodology it used to calculate the job placement rate of its
graduates; the number of graduates it placed; the number of eligible graduates; the reliability of
its placement and placement verification process; the stringency of its definitions regarding job
placements; its compliance with accreditor mandated policies; and its compliance with its own
policies. Corinthian Colleges, Inc. and DOE Defendants 1 to 50 violated Corporations Code
section 25400, subdivision (d) because these statements were untrue and misleading by virtue of
the omission of material facts, including without limitation, those set forth in paragraphs 51 and
54 to 59, above.

100. At the time it made the misrepresentations set forth in paragraphs 53 and 99, above,
Corinthian Colleges, Inc. and DOE Defendants 1 to 50 knew or had reasonable ground to believe
the representations were false and/or misleading as set forth in more detail in paragraphs 51 and
54 to 59, above.

FIFTH CAUSE OF ACTION AGAINST

CORINTHIAN SCHOOLS, INC. AND DOE DEFENDANTS 51 TO 100

VIOLATION OF BUSINESS AND PROFESSIONS CODE SECTION 17207

(VIOLATING INJUNCTION)

101. The People reallege all paragraphs set forth above and incorporate them by

reference as though they were fully set forth in this cause of action.
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102.  On July 31, 2007, the Los Angeles Superior Court in People v. Corinthian Schools,
Inc., et al. (Super. Ct. L.A. County, 2007, No. BC374999), entered a final judgment permanently
enjoining and restricting Corinthian Schools, Inc. and Titan Schools, Inc., their predecessors,
agents, employees, officers, directors, representatives, successors, partners, assigns and any and
all persons acting in concert or participating with Corinthian Schools, Inc. (with the exception of
Wyotech campuses) from engaging in or performing, directly or indirectly, certain statements and
activities related to advertising and student enrollment, including but not limited to the following:

(a) Paragraph 7, subdivision (A) prohibits making or causing to be made any

“statement related to Defendants’ own students’ employment or salaries that is not

substantiated by Defendants’ records” or “any statement based on information in

Defendants’ records that Defendants know or should know is inaccurate”;

(b) Paragraph 7, subdivision (D) prohibits making or causing to be made any

“untrue, misleading or deceptive statement” in connection with any matter relating

to the offer of any program of instruction;

(c) Paragraph 8, subdivision (A) prohibits “making or causing to be made any

statement regarding any student whom Defendants’ records state is self-employed

unless Defendants possess documents evidencing the student’s self-employment.”
The final judgment was issued, in part, pursuant to Business and Professions Code section 17203.
103.  Corinthian Schools, Inc. and DOE Defendants 51 to 100 intentionally violated the

final judgment in the following manner:

(a) Publishing and/or providing students with untrue, misleading, unreliable,
unsubstantiated, and/or inaccurate job placement rate information, as more fully alleged in
Paragraphs 47 to 52, and including without limitation: (i) publishing and/or providing students
with job placement data for its Hayward and San Francisco campuses without notifying them that
it had paid a temporary agency to place students to meet accreditation deadlines; (ii) publishing
and/or providing students with job placement data for medical assistant programs for its Hayward
campus without notifying them that a substantial percentage of the placements were to health

screening fairs, the majority of which resulted in two days of employment and were not
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sustainable; and (iii) failing at the Reseda, West Los Angeles, and City of Industry campuses to
maintain documents sufficient to substantiate employment of its graduates at those campuses.

(b) Running ads for programs, certificates, diplomas, or degrees they do not
offer, including but not limited to ultrasound technician, x-ray technician, radiology technician, or
dialysis technician programs, certificates, diplomas, or degrees in California, as more fully
alleged in Paragraphs 60 to 64.

(c) Failing to disclose to students on the phone that Defendants do not offer
certain programs, certificates, diplomas, or degrees, including but not limited to ultrasound
technician, x-ray technician, radiology technician, or dialysis technician programs, certificates,
diplomas, or degrees in California, as more fully alleged in Paragraph 63.

104. Violations of the final judgment constitute intentional violation of an injunction
within the meaning of Business and Professions Code section 17207.

SIXTH CAUSE OF ACTION AGAINST

CORINTHIAN SCHOOLS, INC. AND DOE DEFENDANTS 51 TO 100

VIOLATION OF BUSINESS AND PROFESSIONS CODE SECTION 17535.5

(VIOLATING INJUNCTION)

105.  The People reallege all paragraphs set forth above and incorporate them by
reference as though they were fully set forth in this cause of action.

106. On July 31, 2007, the Los Angeles Superior Court in People v. Corinthian Schools,
Inc., et al. (Super. Ct. L.A. County, 2007, No. BC374999) entered a final judgment permanently
enjoining and restricting Corinthian Schools, Inc. and Titan Schools, Inc. their predecessors,
agents, employees, officers, directors, representatives, successors, partners, assigns and any and
all persons acting in concert or participating with Corinthian Schools, Inc. (with the exception of
Wyotech campuses) from engaging in or performing, directly or indirectly, certain statements and
activities related to advertising and student enrollment, including but not limited to the following:

(a) Paragraph 7, subdivision (A) prohibits making or causing to be made any

“statement related to Defendants’ own students” employment or salaries that is not
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substantiated by Defendants’ records” or “any statement based on information in

Defendants’ records that Defendants know or should know is inaccurate™;

(b) Paragraph 7, subdivision (D) prohibits making or causing to be made any

“untrue, misleading or deceptive statement” in connection with any matter relating

to the offer of any program of instruction;

(©) Paragraph 8, subdivision (A) prohibits “making or causing to be made any

statement regarding any student whom Defendants’ records state is self-employed

unless Defendants possess documents evidencing the student’s self-employment.”
The final judgment was issued, in part, pursuant to Business and Professions Code section 17535.
107.  Corinthian Schools, Inc. and DOE Defendants 51 to 100 intentionally violated the

final judgment in the following manner:

(a) Publishing and/or providing students with untrue, misleading, unreliable,
unsubstantiated, and/or inaccurate job placement rate information, as more fully alleged in
Paragraphs 47 to 52, and including without limitation: (i) publishing and/or providing students
with job placement data for its Hayward and San Francisco campuses without notifying them that
it had paid a temporary agency to place students to meet accreditation deadlines; (ii) publishing
and/or providing students with job placement data for medical assistant programs for its Hayward
campus without notifying them that a substantial percentage of the placements were to health
screening fairs, the majority of which resulted in two days of employment and were not
sustainable; and (iii) failing at the Reseda, West Los Angeles, and City of Industry campuses to
maintain documents sufficient to substantiate employment of its graduates at those campuses.

(b) Running ads for programs, certificates, diplomas, or degrees they do not
offer, including but not limited to ultrasound technician, x-ray technician, radiology technician, or
dialysis technician programs, certificates, diplomas, or degrees in California, as more fully
alleged in Paragraphs 60 to 64.

(c) Failing to disclose to students on the phone that Defendants do not offer

certain programs, certificates, diplomas, or degrees, including but not limited to ultrasound
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technician, x-ray technician, radiology technician, or dialysis technician programs, certificates,
diplomas, or degrees in California, as more fully alleged in Paragraph 63.

108.  Violations of the final judgment constitute intentional violation of an injunction
within the meaning of Business and Professions Code section 17535.5.

PRAYER FOR RELIEF

WHEREFORE, the People respectfully request that the Court enter judgment in favor of
the People and against Defendants, jointly and severally, as follows:

1. That Defendants, their successors, agents, representatives, employees, assigns and
all persons who act in concert with Defendants be permanently enjoined from making any untrue
or misleading statements in violation of Business and Professions Code section 17500, including,
but not limited to, the untrue or misleading statements alleged in this Complaint, under the
authority of Business and Professions Code section 17535;

2 That Defendants, their successors, agents, representatives, employees, assigns and
all persons who act in concert with Defendants be permanently enjoined from engaging in unfair
competition as defined in Business and Professions Code section 17200, including, but not
limited to, the acts and practices alleged in this Complaint, under the authority of Business and
Professions Code section 17203;

: That the Court make such orders or judgments as may be necessary, including
preliminary injunctive and ancillary relief, to prevent the use or employment by any Defendant of
any practice which violates Business and Professions Code section 17500, or which may be
necessary to restore to any person in interest any money or property, real or personal, which may
have been acquired by means of any such practice, under the authority of Business and

Professions Code section 17535,
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4. That the Court make such orders or judgments as may be necessary, including
preliminary injunctive and ancillary relief, to prevent the use or employment by any Defendant of
any practice which constitutes unfair competition or as may be necessary to restore to any person
in interest any money or property, real or personal, which may have been acquired by means of
such unfair competition, under the authority of Business and Professions Code section 17203;

bt That the Court assess a civil penalty of $2,500 against each Defendant for each
violation of Business and Professions Code section 17500, in an amount according to proof,
under the authority of Business and Professions Code section 17536;

6. That the Court assess a civil penalty of $2,500 against each Defendant for each
violation of Business and Professions Code section 17200, in an amount according to proof,
under the authority of Business and Professions Code section 17206;

i. That the Court assess a civil penalty of $6,000 against Corinthian Schools, Inc. for
each violation of the final judgment issued by the Los Angeles Superior Court in People v.
Corinthian Schools, Inc., et al. (Super. Ct. L.A. County, 2007, No. BC374999) in an amount
according to proof, under the authority of Business and Professions Code section 17207,

8. That the Court assess a civil penalty of $6,000 against Corinthian Schools, Inc. for
each violation of the final judgment issued by the Los Angeles Superior Court People v.
Corinthian Schools, Inc., et al. (Super. Ct. L.A. County, 2007, No. BC374999) in an amount
according to proof, under the authority of Business and Professions Code section 17535.5;

9. For a permanent and preliminary injunction enjoining Corinthian Colleges and its
agents, servants, and employees, and all persons acting under, in concert with, or for it, from
directly or indirectly or in any other manner engaging in the conduct as above alleged in violation
of Corporations Code sections 25401 and/or 25400, subdivision (d);

10.  That the Court assess a civil penalty of $25,000 against Corinthian Colleges, Inc.
for each violation of Corporations Code sections 25401 and/or 25400, subdivision (d) in an

amount according to proof, under the authority of Government Code section 12660.
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11.  For an order disgorging all profits and compensation obtained by Corinthian
Colleges, Inc. as a result of its violations of Corporations Code sections 25401 and/or 25400,
subdivision (d);

12.  For an order requiring Corinthian Colleges, Inc. to make restitution to the
purchasers of its common stock in the principal amount paid by each purchaser by means of the
unlawful conduct alleged hereinabove, less the amount of any repayment of principal to any such
purchaser by Corinthian Colleges, Inc. with interest from the date of purchase of the common
stock on the amount of any such principal amounts remaining unpaid;

13.  For an order awarding damages to the purchasers of Corinthian Colleges, Inc.’s
common stock in an amount sufficient to compensate the purchasers for loss suffered as a result
of Corinthian Colleges, Inc.’s violations of Corporations Code sections 25401 and/or 25400,
subdivision (d);

14, For the People’s costs and attorneys fees in prosecuting Corinthian Colleges, Inc.’s
violations of Corporations Code sections 25401 and/or 25400, subdivision (d) under the authority
in Code of Civil Procedure section 1021.8, subdivision (a);

15.  That the People recover their costs of suit, including costs of investigation;

16.  That the People receive all other relief to which they are legally entitled; and

17.  That the Court award such other relief that it deems just, proper, and equitable.

Dated: October 10, 2013 Respectfully Submitted,

KAMALA D. HARRIS
Attorney General of California

NICHOLAS G. CAMPINS

Deputy Attorney General
Attorneys for THE PEOPLE OF THE
STATE OF CALIFORNIA
SF2012507005
40788642.doc
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

BURNETT PLAZA, SUITE 1900 IN REPLYING
801 CHERRY STREET, UNIT #18 PLEG\S’_ES%TE
FORT WORTH, TEXAS 76102-6882 -
PHONE: {817) 978-3821 FAX: (817) 978-2700
Junc 4, 2013

Yia UPS

Accrediting Council for Independent Colleges and Schools
c/o Albert C. Gray, Ph.D,

President and Chief Executive Officer

750 First Strect NE

Suite 980

Washington, DC 20002-4223

Re: In the Matter of Corinthian Colleges. Inc. (FW-3761)

Dear Mr. Gray;

Pursuant to Rule 8§ of the United States Securities and Exchange Commission’s Rules
Relating to Investigations, 17 C.F.R. § 203.8, I have enclosed a subpoena for documents, in
connection with the above-referenced formal investigation. The subpoena requires the
production of documents by June 21, 2013.

Pleasc scnd the materials to;

ENF-CPU

U.S. Securities and Exchange Commission
100 F St., N.E., Mailstop 5973
Washington, DC 20549-5973

For smaller electronie productions under 10MB in sizc, the materials may be emailed to
the following cmail address: ENF-CPU(@sec.gov.

Please carefully read the subpocna aftachment, which contains, among other things,
important instructions rclated to the manner of producing documents. In particular, if you prefer
to send us copies of original documents, the staff requests that you scan and produce hard
copy documents, as well as electronic documents, in an electronic format consistent with
the SEC Data Delivery Standards attached hereto. All electronic documents responsive to
the document subpoena, including all metadata, should also be produced in their native
software format. If you have any questions concermning the production of documents in an
clectronic format, please contact me as soon as possible and in any event before producing
documents.
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Accrediting Council for Independent Colleges and Schools
c/o Albert C. Gray, Ph.D.

President and Chief Executive Officer
Page 2

In your cover letter(s) accompanying the production of responsive documents, pleasc
enclosc a list briefly describing cach item you send. The list should state to which paragraph(s)
in the subpocna attachment each item responds. Please also state in the cover letter(s) whether
you have met your obligations under the subpoena by searching carefully and thoroughly for
cverything called for by the subpoena, and sending it all to us. A copy of the subpoena should be
included with the documents that are produced.

Passwords for documents, files, compressed archives, and encrypted media should be
provided separately either via email addressed to ENF-CPU@sce.gov, or in a separate cover
letter mailed separately from the data.

Please also provide a narrative description describing what was done to identify and
collect documents responsive to the subpoena. At a minimum, the narrative should describe:

¢ who searched for documents;

* who reviewed documents found to determine whether they were responsive;

e which custodians were searched;

= what sources were searched (c.g., computer files, CDs, DVDs, thumb drives, flash drives,
online storage media, hard copy files, diarics, datebooks, planners, filing cabinets, storage
facilitics, home offices, work offices, voice mails, home email, webmail, work email,
backup tapes or other media);

* what search terms, if any, were employed to identify responsive documents:

» what firms and/or persons, if any, assisted in analyzing the data collected;

» what third parties, if any, were contacted to obtain responsive documents (e.g., phone
companies for phone records, brokerage firms for brokerage records); and

» where the original clectronic and hardcopy documents are maintained and by whom.

In addition, for any documents that qualify as records of regularly conducted activities
under Federal Rule of Evidence 902(11) pleasc have the appropriate representative(s) complete a
busincss records certification (a sample of which is cnelosed) and return it with the document
production.

Please note that, in any matter in whieh enforcement action is ultimately decmed to be
warranted, the Division of Enforcement will not reccommend any settlement to the Commission
unless the party wishing to scttle certifies, under penalty of perjury, that all documents
responsive to Commission subpoenas and formal and informal document requests in this matter
have been produced.

The information you provide is subject to the Commission’s routinc uses. A list of those

uses ts contained in the enclosed copy of SEC Form 1662, which also contain other important
information.
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SUBPOENA ATTACHMENT
In the Matter of Corinthian Colleges, Inc. (FW-3761)

A. Definitions
As used in this subpoena, the words and phrases listed below shall have the following meanings:

1. “Document” shall include, but is not limited to, any written, printed, or typed
matter including, but not limited to all drafts and copies bearing notations or marks not
found in the original, letters and correspondence, interoffice communications, slips,
tickets, records, workshcets, financial records, accounting documents, bookkeeping
documents, memoranda, reports, manuals, tclephone logs, telegrams, facsimiles,
messages of any type, telephone messages, voice mails, tape recordings, notices,
instructions, minutes, sumrmaries, notes of meetings, file folder markings, and any other
organizational indicia, purchasc orders, information recorded by photographic process,
including microfilm and microfiche, computer printouts, spreadsheets, and other
clectronically storcd information, including but not limited to writings, drawings, graphs,
charts, photographs, sound recordings, images, and other data or data compilations that
are stored in any medium from which information can be retrieved, obtained,
manipulated, or translated.

2. “Communication” means any correspondence, contact, discussion, e-mail, instant
message, or any other kind of oral or written exchange or transmission of information (in
the form of facts, ideas, inquiries, or otherwise) and any responsc thereto between two or
more Persons or entities, including, without limitation, all telephone conversations, face-
to-face mectings or conversations, intemal or external discussions, or exchanges of a
document or documents,

3. “Concerning” means directly or indirectly, in whole or in part, describing,
constituting, evideneing, recording, evaluating, substantiating, concerning, referring to,
alluding to, in connection with, commenting on, relating to, regarding, discussing,
showing, describing, analyzing or reflecting.

4. An “Agreement” means any actual or contemplated (i) written or oral Agrcement;
(11) term or provision of such Agreement; or (ii1) amendment of any nature or termination
of such Agreement. A request for any Agreement among or between specified parties
includes a request for all documents concerning (i) any actual or contemplated
Agreement among or between such parties, whether or not such Agreement included any
other Person; (1t) the drafting or negotiation of any such Agreement; (iil) any actual or
contemplated demand, request or application for any such Agreement, and any responsc
thereto; and (iv) any actual or contemplated objection or refusal to enter into any such
Agreement, and any responsc thereto.

5. “Reviewed” means cxamined, assessed, considered, analyzed or evaluated.
6. “You” and “your” means the person or entity to whom this subpocna was issued.
2
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7. To the extent necessary to bring within the scope of this subpoena any
information or documents that might otherwise be construed to be cutside its scope:

a, the word “or” means “‘and/or”;
b. the word “and” means “and/or”;
C. the functional words “each,” “every” “any” and “all” shall cach be deemed
to include cach of the other funetional words;
d. the masculine gender includes the female gender and the female gender
includes the masculine gender; and
C. the singular includes the plural and the plural includes the singular.
8. “Showing” means showing, regarding, reflecting, rclating to, conceming,

rceferring to, describing, evidencing or constituting.

9. “Contact Information,” if requested, means all names, titles, physical and mailing
addresses, e-mail addresses, instant messenger service user names, telephone numbers,
and fax numbers.

10. “Person” means a natural person, firm, association, organization, partnership,
business, trust, corporation, bank or any other private or public entity.

11. A “representative” of a person means any present or former family members,
otficers, executives, partners, joint-venturers, directors, trustees, employees, consultants,
accountants, attorneys, agents, or any other representative acting or purporting to act on
behalf of the person.

12. “Corinthian” means Corinthian Colleges, Inc., a Delaware corporation with
offices in Santa Ana, California, and its parents, subsidiaries, affiliates, predecessors,
successors, officers, directors, employees, agents, general partners, limited partners,
partnerships and aliascs, code names, or trade or business names used by any of the
foregoing.

a. “Auditor” means any accounting firm or individual accountant retained by
Corninthian for the purpose of opining on its financial statements, including but not
limited to Emst & Young LIP (“E&Y™) .

h. “Compliance consultants™ or “compliance auditors” means any firm or individual
(including Weworski & Associates of San Diego, California) retained by Corinthian to
review or determine whether Corinthian or the individual campuses of Corinthian comply
with federal and state education statutes and regulations, including the regulations of the
United States Department of Education.

C. “Agency” or “accrediting agency” shall mean those educational accrediting
agencies 1dentificd at p. 10 of Corinthian’s rcport on Form 10-K for the fiscal year ended

3
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June 30, 2012 (“Corinthian’s Form 10-K”) filed with the Seccurities and Exchange
Comimission;

a. the Accrediting Commisston of Career Schools and Colleges (“ACCSC™);

b. the Accrediting Council for Independent Colleges and Schools
(“ACICS™);

c. The Higher Learning Commission—A Commission of the North Central
Association of Colleges and Schools ("HILL.C/NCA™); and,

d. Accrediting Commission for Community and Junior Colleges (ACCIC) of
the Western Association of Schools and Colleges (WASC) (“"ACCIC/WASC”).
(On July 3, 2012, the Heald College unit of Corinthian Colleges was reportedly
notified by the Westcrn Association of Schools and Colleges—Accrediting
Commission for Sentor Colleges and Universities ("WASC Sr.") that Heald
College was granted nitial accreditation effective June 14 (the date of WASC
Sr.'s action}. At some point, Heald College's primary accreditor in is therefore
cxpected to switch from ACCIC to WASC Sr.)

Instructions

1. Unless otherwise specified, the subpoena calls for production of the original
documents and all copies and drafts of same. Documents responsive to this subpoena
may be in electronic or paper form. Elcctronic documents such as email should be
produced in accordance with the attached document entitled SEC Data Delivery
Standards. All electronic documents responsive to the document subpoena, including all
metadata, should also be produced in their native software format.

2. For documents in paper format, you may send the oniginals, or, if you prefer, you
may send copies of the originals. The Commission cannot reimburse you for the copying
costs. If you are sending copics, the staff requests that you scan {rather than photocopy)
hard copy documents and produce them in an clectronic format consistent with the SEC
Data Delivery Standards. Alternatively, you may send us photocopies of the documents
in paper format. If you choose to send copies, you must secure and retain the originals
and store them in a safe place. The staff may later request or require that you produce the
originals,

3. Whether you scan or photocopy documents, the copies must be identical to the
originals, including even faint marks or print. Also, please note that if copies of a
document differ in any way, they are considered separate documents and you must send
each one. For example, if you have two copies of the same letter, but only one of them
has handwritten notes on it, you must send both the ¢lean copy and the one with notes,

4, In producing a photocopy of an original document that contains post-it(s),
notation flag(s), or other removablc markings or attachments which may conceal all or a
portion of the markings contained tn the original document, photocopies of the original
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document both with and without the relevant post-it(s), notation flag(s), or removable
markings or attachments should be produced.

5. Documents should be produced as they are kept in the ordinary course of business
or bec organized and labeled to correspond with the categories in this request. In that
regard, documents should be produced in a unitizcd manner, i.e., delineated with staples
or paper clips to identify the document boundaries.

6. Documents should be labeled with sequential numbering (bates-stamped).

7. You must produce all documents created during, or concemning, the period
specified helow at C. Documents to be Produced, unless otherwise specified.

8. The scope of any given request should not be limited or narrowed based on the
fact that it calls for documents that are responsive to another request.

0. You are not required to produce exact duplicates of any documents that have been
previously produced to the Securities and Exehange Commission staff in connection
with this matter, If you are not producing documents based upon a prior production,
please identify the responsive documents that were previously produced.

10. For any documents that qualify as records of rcgularly conducted activities under
Federal Rule of Evidence 902(11), please complete a business records certification (a
sample of which is enclosed) and return it with the document production.

11. This subpocna covers all documents in or suhject to your possession, custody or
control, including all documents that are not in your immediate possession but that you
have the effective ability to obtain, that are responsive, in whele or in part, to any of the
individual requests set forth below. If, for any reason — including a claim of attormey-
client privilege — you do not produce something called for by the request, you should
submit a list of what it is not producing. The list should describe each item scparatcly,
noting:

a. its author(s);

b. its date;

C. its subject matter;

d. the name of the Person who has the item now, or the last Person known to
have 1t;

e. the namces of cveryone who ever had the item or a copy of'it, and the
names of everyonc who was teld the item’s contents;

f. the basis upon which you are not preducing the responsive document;
. the specific request in the subpoena to which the document relates;

h. the attorney(s) and the client(s) involved; and

1. in the case of the work product doctrine, the litigation for which the

document was prepared in anticipation.
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12. If documents responsive to this subpoena no longer exist because they have been
lost, discarded, or otherwise destroyed, you should identify such documents and give the
date on which they were lost, discarded or destroyed.

C. Documents to be Produced

For the period from July 1, 2010 to the present:

1. With regard to the determination of the graduate placement of a school accredited by
your agency, documents showing the policies and standards by which graduatc placement is
measured, including documents showing when a graduate: is considered availabic for
placement; is excluded from being available for placement; and, is placed in a job for which
he was trained.

2. Communications with Corninthian (or its individual schools, campuses, or colleges)
regarding its graduate placement rate, and those individual Corinthian schools, campuses or
colleges 1dentified in the following Exhibit A.

3. With regard to any Corinthian school, campus or college, including those identified
in the following Exhibit A, that is the subject of a show cause order or 1s otherwise on
heightened supervision or reporting status with your agency, documents showing: the
nature of your concern; the efforts to resolve those concerns; and, the status of the attempts
to resolve your concern.

4. Communications with any Connthian auditor, including E&Y .

5. Communications with any Connthian compliance consultant or auditor, including
Weworski & Assoclates.
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EXHIBIT A

.5, Schoaots and Colleges

Evcrest College, Alhambra, CA
Everest College, Anaheim, CA
Everest Collepe, Arlington (Mid Cities), TX
Everest College, Arlington, VA
Evcrest College, Atlanta (Greenbriar), GA
Everest College, Aurora, CO

Everest College, Bedford Park, IL
Everest College, Bremerton, WA
Everest College, Burr Ridge, 11
Everest College, Chesapeake, VA
Everest College, City of Industry, CA
Everest College, Colorado Springs, CO
Everest College, Dallas, TX

LEverest College, Everett, WA

Everest College, Fort Worth, TX
Everest College, Fort Worth (South), TX
Everest College, Gardena, CA
Everest College, Henderson, NV
Everest College, Kansas City, MO
Everest College, Melrose Park, IL
Everest College, Merrillville, IN
Everest College, Merrionette Park, [L
Everest College, Milwaukee;, W1 -
Everest College Phoenix, Mesa, AZ
LEverest College, Newport News, VA
Everest College, North Aurora, IL
Everest College, Ontario Metro, CA
Everest College, Ontario, CA

Everest College Phoenix, Phocnix, A7
Everest College, Portland, OR

Everest College, Renton, WA

Everest College, Reseda, CA

Evcrest College, Salt Lake City, UT
Everest College, San Bemardino, CA
Everest College, Santa Ana, CA
Everest College, Seattle, WA

Everest College, Skokie, IL

Everest College, Springfield, MO
Everest College, St. Louis, MO
Everest College, Tacoma, WA
Everest College, Thomton, CO(2)
Ewverest College, Torrance, CA
Evcrest College, Tyson's Comer, VA
Everest College, Vancouver, WA
Everest College, Vancouver, WA
LEverest College, West Los Anpeles, CA
Everest Institute, Austin, TX

Everest Institute, Bensalem PA
Everest Institute, Brighton, MA
Everest Institute, Chelsea, MA
Everest Institute, Columbus, OH

Everest Institute, Cross Lancs, WV
Everest Institute, Dearbormn, MI

Accrediting
Apency
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ACCSC
ACCSC
ACICS
ACICS
ACCSC
ACICS
ACCSC
ACICS
ACCSC
ACICS
ACCSC
ACICS
ACICS
ACICS
ACICS
ACICS
ACCSC
ACICS
ACICS
ACCSC
ACCSC
ACICS
ACICS
HI.C/NCA
ACICS
ACCSC
ACICS
ACCSC
HLC/NCA
ACICS
ACCSC
ACCSC
ACICS
ACICS
ACICS
ACICS
ACCSC
ACICS
ACICS
ACICS
ACICS
ACCSC
ACICS
ACICS
ACICS
ACCSEC
ACCSC
ACICS
ACCSC
ACCSC
ACCSC

ACCSC
ACCSC



Everest Institute, Decatur, GA
Everest Institute, Detroit, MI
Evercst Institute, Hagan, MN
Everest Institute, Grand Rapids, M1
Everest Institute, Hialeah, FL

Evcrest Institute, Houston (Bissonnet), TX

Everest Institute, Houston (Greenspoint),
TX

Everest Institute, Houston (Hobby), TX

Evercst Institute, Jonesboro, GA

Everest Institute, Kalamazoo, MI

Everest Institute, Kendall, FL

Evcrest Institute, Marietta, GA

Everest Institute, Miami, FL

Evcrest Institute, Noreross, GA

Everest Institute, Pittsburgh, PA

Everest Institute, Rochester, NY

Everest Institute, San Antonio, TX

Everest Institute, Silver Spring, MDD

Everest Institute, South Plainfield, NI

Everest Institute, Southficld, MI

Fverest Institute, Tigard, OR

Everest University, Brandon, FL

Everest University, Jacksonville, FL

Everest University, Lakelaud, FL

Everest University, Largo, FL

Evcrest University, Melbourne, F1.(2)

Evercst University, Orange Park-
Jacksenville, FL

Everest University, Orlando (North), FL.

Everest University, Orlando (South), FL

Everest University, Pomnpano Beach, FL

FEverest University, Tampa, FL(2)

WyoTech, Blairsville, PA(2)

WyoTech, Fremoni, CA

WyoTech, Laramie, WY

WyoTech, Long Beach, CA

Heald College, Concord, CA

Hecald College, Fresno, CA

Heald College, Hayward, CA

Heald College, Modesto, CA

Heald College, Rancho Cordova, CA

Hcald College, Roseville, CA

Heald College, Salinas, CA

Hecald College, San Francisco, CA

Hecald College, San Jose, CA

Heald College, Stockton, CA

Heald College, Honolulu, HI

Heald College, Portland, OR

Campus Support Center Offices

Santa Ana, CA

Gulfport, MS

Tampa (Online), FL

Tampa (Student Finance), FIL.

Tampa (Regional), FI.

Tempe (Online), AZ
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ACCSEC
ACCSC
ACCSEC
ACCSC
ACICS
ACCSC

ACCSC
ACCSC
ACCSC
ACCSC
ACICS
ACCSC
ACICS
ACCSC
ACICS
ACICS
ACCSC
ACICS
ACCSC
ACCSC
ACICS
ACICS
ACICS
ACICS
ACICS
ACICS

ACICS
ACICS
ACICS
ACICS
ACICS
ACCSC
ACCSC
ACCSC
ACCSC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC
ACCIC/WASC



Washington, DC

San Francisco, CA

Colorado Springs (Online), CO

New locations as of June 30, 2012 {unoccupicd}
Sacramento (Eeald Online), CA

Woodbridge, VA
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[FOR DOMESTIC U.S. RECORDS]

DECLARATION OF [Insert Name] CERTIFYING RECORDS
OF REGULARLY CONDUCTED BUSINESS ACTIVITY

I, the undersigned, [insert name], pursuant to 28 U.S.C. § 1746, declare that:

1. I am employed by [insert name of company] as [insert position] and by reason of my
position am authorized and qualified to make this declaration. {if possible supply
additional information as to how person is qualified fo make declaration, e.g., L am
custodian of records, I am familiar with the company’s recordkeeping practices or

systems, etc.|

2. 1 further certify that the documnents [attached hereto or submitted herewith] and stamped
linsert bates range] arc true copies of records that were:

(a) madc at or near the time of the occurrence of the matters set forth therein, by, or from
information transmitted by, a person with knowledge of those matters;

{b) kept in the course of regularly conducted business activity; and
(¢) made by the regularly conducted business activity as a regular practice.

I declare under penalty of perjury that the forcgoing 1s true and correct. Executed on
[date].

[Name]
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U.S. Securities and Exchange Commission

Data Delivery Standards

The following outlines the technical requirements for producing scanned paper collections, email and clectronic document/
native file collections to the Securities and Exchange Commission. The SEC uses Recommind® Axcelerate va.5 software to
search, review and retrieve documents produced to us in electronic format. Any proposed production in a format other than
those 1dentified below, the proposed use of Predictive Coding, computer-assisted review or technology-assisted review (TAR},
or the use of de-duplication during the processing of documents, must be discussed with and approved by the legal and
technical staff of the Division of Enforcement (ENF) and the mcthodology must be disclosed in the cover letter. We appreciate
your efforts in assisting us by preparing data in a format that will enable our staff to use the data efficiently.

General [nstroctions ...,
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1. Structured Data - Concordance® FOrTAt. .. ..o e e as et ee et e e ere s e e eme et o ae st e 2o oo eee e sae eee e eee e aeeeean

L 62 F 2T O O PSSP

h ORI R RS

. Concordance Image® Cross-Refercnce File.....

B BT TR o o e Tt BT W ) TR U U U UU RO SO URPOPPPUUPPPRI

Lad

2
3
L S SO OO O PSP UTP PR
5

s LN NIV L8 oot ee oo oo e e et ettt e e e e as e e e e e e e aaas e e e e ane e ans e e

foa S o SO 4

O P SRt ol S T e Ta LTt (o) O O O OO RSSO
|0 OO Vs FEo 30 S =T O TS OO SO ST SO P RO S RPRRR
T T S TP PP U PP P TP
V. FElectronic Trade and Bank Records o e e e e e e

~1 -1 =1

RV SR AT 2.00) 3 Lol S 000) o Lol L= o) o k- O OO U OO PRV

General Instructions
1. A cover letter should be included with each production. This letter MUST be imaged and provided as the first record
in the load file.
The following information should be included in the letter:
a. List of each picce of inedia (hard drive, thumb drive, DVD or CDj} included in the production by the unique
number assigned to it, and readily apparent on the physical media.
b. List of custodians, identifying:
1} The Bates range (and any gaps therein) for cach custodian
2} Total number of records for each custodian
3} Total number of images for each custedian
4} Total number of native files for each custodian
c. List of fields in the order in which they are listed in the data file.
d. Time zone in which cmails were standardized during conversion (cmail collections only).
2. Documents created or stored electronically MUST be produced in their original electronic format, not printed to paper
or PDF.
Data can be produced on CD, DVD or hard drive; use the media requiring the least number of deliverables.
4. Label all media with the following:
Case number
Production date
Bates range
Disk number (1 of X), if applicable

b
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U.S. Securities and Exchange Commission
Data Delivery Standards
5. Qrganize productions by custodian, unless otherwise instructed. All documents from an individual custodian should
be confined to a single load file.
6. All productions should be checked and produced free of computer viruses.
All produced media should be encrypted.
8. Passwords for documents, files, compressed archives and encrypted media should be provided separately either via
email or in a scparate cover letter from the data.

~

Delivery Formats

I.

{(Revised 01/17/2013) -2-

Structured Data - Concerdance® Format

The SEC prefers that all dawa be produced in structured format prepared for Concordance®. All scanned paper, email and
native file collections should be converted / processed to TIFF files, Bates numbered, and include fully searchable text.
Additionally, email and native file coltections should inciude linked native files.

Batcs numbering documents:

The Bates number must be a unique, consistently formatted identifier, i.e., an alpha prefix along with a fixed length
number for EACH custodian, i.e., ABC0000001. This format MUST remain consistent across all production numbers for
cach custodian. The number of digits in the numeric portion of the format should not change in subsequent productions,
nor should spaces, hyphens, or other separators be added or deleted.

The following describes the specifications for producing image-based productions to the SEC and the load files required
tor Concordance® and Concordance Image®.

1. Images
a. Images should be single-page, Group IV TIFF files, scanned at 300 dpi.

File names cannot contain embedded spaces.

Bates numbers should be endorsed on the lower right corner of all images.

The number of TIFF files per folder should not exceed 500 files.

Rendering to images PowerPoint, AUTOCADY photographs and Excel files:

1} PowerPoint: All pages of the file should be scanned in full slide image format, with any speaker notes
following the appropriate slide 1mage.

2) AUTOCADY photographs: If possible, files should be scanned to single page JPEG (. JPG) file format.

3) Excel: TIFF images of spreadsheets are not useful for review purposcs; because the imaging process can
often generate thousands of pages per file, a placcholder imape, named by the IMAGEID of the file, may be
used instead.

& po T

2. Concordance Image® Cross-Reference File
The image cross-reference file is needed to link the images to the database. It is a comma-delimited file consisting of
seven {ields per line. There must be a line in the cross-relerence file for cvery image in the database.

The format is as [ollows:
ImagelD, Volumelabel ImagekilePath, DocumentBreak, FolderBreak, BoxBreak, PageCount

Imagel): The unique designation that Concordance® and Concordance Image® usc to identify an image.
Note: This imagelDd key must be a unique and fixed length number. This number will be used in the
DAT file as the fmagelD field that links the database to the images. The format of this image key
must be consistent across all productions. We recommend that the format be a 7 digit number to
allow for the possible increase in the size of a production.

VolumelLabel:  Optional
ImageFilePath: The full path to the image file.

DocumeniBreak: The letter “Y™ denotes the first page of a document. If this ficld is blank, then the page is not the
first page of a document.

FolderBreak: I.cave empty
BoxBreak: Leave empty
PageCount: Optional
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Sampie _
IMGC000001,, E\O0INIMGOCOC00L1.TIF,Y,,,
IMGO000002,, EA001INIMGO000002.TIF,,,,
IMGO000003,,E:\00INIMGO000003.TIF,,,,
IMGO000004,,E 00 INIMGOO00003.TIFY,,,
iMGOD00005,, £ \00INIMGO000003.TIFY,,,
IMGO000006,,E:\001\IMGO000003.TIF,,,,

Concordance® Data File
The data file (JDAT) contains all of the ficlded information that will be loaded into the Concordance® database.

a. ‘The [irst line of the .DAT file must be a header row 1dentifying the ficld names.
b. The .DAT file must usc the following Concordance® default delimiters:

Comma q ASCII character {020}
Quote b ASCII character (254)
Newline & ASCII character (174)

¢. Date fields should be provided in the format: mm/dd/yyyy
All attachments should sequentially follow the parent document/cmail.

e All metadata associated with email, audio files, and native electronic document collections must be produced (see
pages 4-5).

f.  The DAT file for scanned paper collections must contain, at 2 minimum, the following fields:
13 FIRSTBATES: Beginning Bates number
2) LASTBATES: Ending Bates number

3y IMAGEID: Image Key field
4y CUSTODIAN: Individual from whom the document originated
5} OCRTEXT: Optical Character Recognition {file path, or text)

Sample of .DAT file (when text [iles are provided scparately)

EFIRSTEATESETELasTRRT ESpAE THAGE 10T poUs oD T AR RECORTER T

pEcoannaanlpipEcoonnnoazpMpIME000a0 01 bSmith, SchopfpE:\TEXT\ FLOOO00G01. TXID
pECOnannnnapTpEcoanonaa3plpIveraeano3pipsnich, JohaplpE \TEXTECONGOOG03, TXTE
RECO00000064bTpEonna00 00spAbTMana00a 24pTpSmith, JnhnpTpE N TEXZTVECGO000004 , TAYD

Sample of DAT file (with text)

PFIRSTEATESEIRLASTRATE SpibIMAGEIp U To DT AN IO CRIELTE
pPEDDDDUDDlpﬁpPCGGGGDﬂGEpﬂpIHGGGGGDQipﬂpSmith, Jehnplp*## IMGIO0GNO01 *+#@2The world of
inveating is fascinating and complex, and it can be very fruitiul. But uniike the kerking
werld, where deposita are guaranteed by the federel government, 3tocks, bonds and cther
securities cen loae vglue. Thers are ns gusrenie=z. That's why investiag is nct a spectetor
sport. 8y far the best way for imvestsrs to protact the money They put into the securitied
merketz i3 tc do ressarch end azk Juesticns.®&® *44 JMSLO0000Z2 *#++@EThe laws and rules that
govern the securities industry in the United States derive Zrom 2 simple and
streightorward concepo: &ll investor3, whether large ingtituticns or private individuals,
should hewe zcceas ic certain baaic facts akcut an investment pricy to buying it, &nd s
long &3 they hald it, To achisve khis, the SED reguires public companies to discleas
meaningful finencial end cther imformeticn tc ihe public. This provides & commen pool of
knowledge feor zll inveatcrs te use wo Judde for themselves whether te buay, aell, or hold 2
pérticular security. Cmly through the steedy Zlow oI tirely. comprehensive, snd szocurale
informeticn can people make scund investment decizicas.k
peconnn0e03pTpEcnnnn oo apTeIMsn6000 03p pSrith, Jehapfp 4 #IMGAOO0 003 +++@8The result of this
infermatich flow 1a & far more active, =:£ficisnt, and trensparsnt cepltsl market that
fazcilitztes the cepital formeticn so impocrtent Lo our naticn's cocnomy.b
pECOMnannndpIprcoonnonosplplngoonanodpipSmich, Johabfp *** IMG0000004 ***@slc insurs that
thiz chjective 13 elways being met, the SEC centinuelly works with all major market
participenca, including especially the investors in cur Jscurities merkets, to listen to
their concerns &nd to lsarn from thelir supsrience, @y *3* TMEOO00005 **+@@The SEL over3eea
the key participants in the securities w 4, insluding sscurizies sxchanges, IFscuritiss
brckers apd dezlers, investment zdwvizcrs, and mutuzl Zunds. Here the BKC 15 concerned
rrimarily with promatiang the disclgssure cof irpertant merket-related inforrmation,
mzintaining fzir dealing, and crotecting agiinac freud.b

(Revised 01/17/2013) -3-
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The text and metadata of Email and the attachments, and native file document collections should be extracted and

provided in a DAT file using the field definition and formatting described beiow:

Field Name

| FIRSTBATES

First Bates number of native file document/email

Sample_: Data D£§g:rij£lj0n .
EDCO000001
LASTBATLS EDC0000001

Last Bates number of native file document/cmail
**The LASTBATES field should be populated
for single page documents/emails.

ATTACHRANGE | EDC0000001 - EDC0000015 | Bates number of the first page of the parent
document to the Bates number of the last page of the
| last attachment “child” document
BEGATTACH -EI)COOOOOOI First Bates number of attachment range
ENDATTACH EIjCQOOOOIS I.ast Bates number of attachment range
PARENT BATES | EDC0000001 First Bates number of parent document/Email

**This PARENT BATES ficld should be populated
in each record representing an attachment “child”
document

" CHILD BATES

EDC0000002; EDC0000014

First Bates number of “child” attachment(s}; can be

more than one Bates number listed depending on the

number of attachments

#*The CHILD BATES field should be populated in
cach record representing a “parent” decument

CUSTODIAN Smith, John Email: mailbox where the email resided
Native: Individual from whom the document
) o ariginated
FROM John Smith Email: Sender
Native: Author(s) of document
**semi-colon should be used to separate multiple
N Entries L
TO Coffman, Janice; LeeW Recipient(s)
[mailto:LecW(@MSN.com] **semi-colon should be used to scparate multiple
Entries .
CC ' Frank Thompson [mailto: Carbon copy recipicnt(s)
frank Thompson@cdt.com] *#*semi-colon should be used to separate multiple
Entriey L o
BCC John Cain Blind carbon copy recipient(s)
**semi-colon should be used to scparate multiple
N o Entries
SUBJECT Board Mecting Minutes Email: Subject line of the cmail
~ ) Native: Title of document (if available)
DATE SENT 10/12/2010 Email: Date the cmail was sent
o ) Native: (empty)
—TIME_ SENT 07:05 PM Email: Time the email was scnt

Native: (empty)
**This data must be a scparate field and cannot be
combined with the DATE SENT field

D:001\ EDCO000001.msg

Hyperlink to the email or native file document
*#The linked file must be named per the
FIRSTBATES number

as identificd/extracted from the header

The content type of an Email or native file document

The file type extension representing the Email or
native file document; will vary depending on the

Native: Author of the decument

MIME_TYPE MSG

FILE EXTEN | MSG )

I ] email format
AUTHOR John Smith Email: {(empty)
DATE CREATED | 10/10/2010 B

Email: (empty)

Native_:__Q_@tc t_hg document was created

(Revised 01/17/2013)
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| TIME CREATED |

10:25 AM

U.S. Securities and Exchange Commission
Data Delivery Standards

| Email: (cmpty)

(Revised 01/17/2013)

Native: Time the document was created
**This data must be a separate field and cannot be
o ) o | __combined with the DATE_CREATED field
DATE MOD 10/12/2010 Email: (empty)
Native: Date the document was last mnodified
TIME MOD 07:.00 PM Email: (empty)
Native: Time the document was last modified
#¥This data must be a separate field and cannot be
N combined with the DATE_MOD field
DATE ACCESSD | 10/12/2010 Email: {empty)
I _ Native: Date the document was last accessed
TIME_ACCESSD | 07:00P Email: {empty)
Native: Time the document was last accessed
**This data must be a separate ficld and cannot be
o combined with the DATE_ACCESSD ficld
PRINTED DATE | 10/12/2010 Email: {(empty)
L N e Native: Date the document was last printed
CFILE SIZE 5952 _ | Size of native file document/email in KB
PGCOUNT i | Number of pages in native file document/email
PATH JAShared\Smith\October Email: {empty)
Agenda.doc Native: Path where native file document was stored
including original filc name.
INTFILEPATH Personal FoldersiDeleted Email: original location of email including original
[tems‘Board Meeting filc name.
Minutes.msg Native: {empty)
INTMSGID <000805c2c71b%75977050%¢ch | Email: Unique Message ID
o R30edl @MSN> Native: {empty) _
MD5SHASH d131dd02c¢5eheecd693d9a069 | MID5S Hash value of the document,
8aft95¢
2fcab58712467eab4004583¢eb
- | Bfo7689 o
TEXT From: Smith, John FExtracted text of the native file document/cmait

Sent: Tuesday, October 12,
2010 07:05 PM

To: Coffman, Jamce
Subject: Board Meeting
Minutes

Janice;

Attached is a copy of the
September Board Meeting
Minutes and the draft agenda
for October. Plcase let me
know if you have any
questions.

John Smith

Assistant Director
Information Technology
Phone: (202) 555-1111
Fax: (202) 555-1112
Email: jsmith@xyz.com

o5




11.

HIL

(Revised 01/17/2013) 6
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Searchable text of the entire document must be provided for every record, at the document level.

a.  Extracted text must be provided for all documents that originated in electronic format. The text files shouid
include page breaks that correspond to the ‘pagination’ of the image files. Note: Any document in which text
cannot be extracted must be OCR’d, particularly 1n the case of PDDFs without embedded text.

b. OCR text must be provided for all documents that originated in hard copy format. A page marker should be
placed at the beginning, or end, of each page of text, e.g. *** IMGO00000] *** whenever possible. The data
surrounded by asterisks is the Concordance® ImagelD .

Sample page markers with OCR text:
#x* IMGO0000Q 1 **+*

The world of investing is fascinating and complex, and it can be very fruitful. But unlike the
banking world, where deposits are guaranteed by the federal government, stocks, bonds and other
sccurities can lose value. There are no guarantees. That's why investing 1s not a spectator sport. By
far the best way for investors to protect the money they put into the securities markets is to do
research and ask questions.

*#* IMGOO00002 *+*

The laws and rules that govern the sccurities industry in the United States derive from a simple and
straightforward concept: afl investors, whether large institutions or private individuals, should have
access to certain basic facts about an investment prior to buying it, and so long as they held it. To
achieve this, the SI:C requires public companies to disclose meaningful financial and other
information to the public. This provides a comnon pool of knowledge for all investors to use to
judge for theinselves whether to buy, sell, or hold a particular security. Only through the steady
flow of timely, comprehensive, and accurate information can people make sound investment
decisions.

¢.  For redacted documents, provide the full text for the redacted version.

d.  Delivery
The text can be delivered two ways:
1) As multi-page ASCII text files with the files named the same as the ImagelD ficld. Text files can be placed in
a separate folder or included with the .TIF files. The number of files per folder should be limited to 500 files.
2} Included in the DAT file.

5. Linked Native Files
Copics of original email and native file documents/attachments must be included for all electronic productions.
a. Native file documents must be named per the FIRSTBATLS number.
b. The full path of the native filc must be provided in the IDAT file for the LINK field.
¢. The number of native files per folder should not exceed 500 files.

Native File Production
The SEC will also accept native file productions. The files must be produced as they are maintained in the normatl course
of business. Data must be organized by custodian named file folders.

Audio Files

Audio files from telephone recording systems must be produced in a format that is playable using Microsoft Windows
Media Player™. Additionally, the call information {metadata} related to cach audio recording MUST be provided. The
metadata file must be produced in a delimited text format. Field names must be included in the first row of the text file.

The metadata must include, at a minimum, the following tields:

1} Caller Name: Caller's name or account/identification number
2)  Originating Number: Caller's phone number
3} Called Party Name: Called party’s name
4)  Terminating Number:  Called party’s phone number
EDO0010738 . s
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5) Date: Date of call
6)  Time: Time of call
7y Filename: Filename of audio file

Video Files
Video files must be produced in a format that is playable using Microsoft Windows Media Player™.

Electronic Trade and Bank Records
When producing electronic trade and bank records, provide the files in one of the following formats:

1. MS Excel spreadsheet with header information detailing the field structure If any special codes exist in the dataset, a
separate document must be provided that details alt such codes. If details of the field structure do not fit in the header,
a scparate docutnent must be provided that includes such details,

2. Delimited text file with header information detailing the ficld structure, The preferred delimiter is a vertical bar “|”. If
any special codes exist in the dataset, a separate document must be provided that details all such codes. If details of
the ficld structure do not fit in the header, a separate docutnent must be provided that includes such details.

Electronic Phone Records
When producing electronic phone records, provide the files in one of the following formats:

1. MS Excel spreadsheet with header information detailing the field structure. If any special codes exist 1n the dataset, a
separate document must be provided that details all such codes. If details of the field structure do not fit in the header,
a separate document must be provided that includes such details. Data must be formatted in its native format (i.e.
dates in a date format, numbers in an appropriate numerical format, and numbers with leading zeros as text).

2. Delimited text file with header information detailing the ficld structure, The preferred delitniter is a vertical bar “”. If
any special codes exist in (he dataset, a separatc document must be provided tbat details all such codes. If detatls of

the field structure doe not fit in the header, a separate document must be provided that includes such details.

The metadata must include, at a minimum, the following fields in separate columns:

1) Account Number: Caller’s telephone account number
2}  Onginating Number: Caller’s phone number

3}  Terminating Number: Called party’s phone number

4) Connection Date: Date of call

5) Conncction Time: Start time of call

6) End Time: Eind time of call

7) Elapsed Time: Duration in minutes of the call

Each ficld of data must be loaded into a separate column. For example, Connection Date and Connection Time must be
produced in separate columns and not combined into a single column containing both picces of information. Any fields of
data that are provided in addition to those listed herc must also be loaded into separate columns.



SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Supplemental Information for Persons Requested to Supply
Information Voluntarily or Directed to Supply Information
Pursuant to a Commission Subpoena

A, False Statements and Documents
Section 1001 of Title 18 of the United States Code provides as follows:

Whoever, in any matler within the jurisdiction of any department or agency of the United States
knowingly and willfully falsifies, conceals or covers up by any trick, scheme, or device a material
fact, or makes any fatse, fictitious or fraudulent statements or representations, or makes or uses
any false writing or document knowing the same tc contain any fatse, fictitious or fraudulent
statement or entry, shall be fined under this title or imprisoned not more than five years, or both.

B. Testimony
It your testimony is taken, you shouid be aware of the following:

1. Record. Your testimony will be transcribed by a reporter. H you desire to go off the record, please indicatle this to
the Commission employce taking your testimony, who will determine whether to grant your request. The reporter
will not go off the record at your, or your counsel's, direction,

2. Counsel. You have the right to be accompanied, represented and advised by counsel of your choice. Your
counsel may advise you before, during and after your testimony; question you bricfly at the conclusion of your
testimony to clarify any of the answers you give during testimony; and make summary notes during your
testimony solely for your use. If you are accompanied by counsel, you may consult privately.

If you are not accompanied by counsel, please advise the Commission employee taking your testimony if, during the
testimony, you desire to be accompanied, represented and advised by counsel. Your testimony will be adjourned
once to afford you the opportunity to arrange to be so accompanied, represented or advised.

You may be represented by counsel who also represents other persons involved in the Commission’s investigation.
This multipte representation, however, presents a potential conflict of interest if orne client's interests arc or may be
adverse to another's. If you are represented by counsel who also represents other persons involved in the
investigation, the Commission will assume that you and counse! have discussed and resolved all issues concerning
possible conflicts of interest. The choice of counsel, and the responsibility for that chaoice, is yours.

3. Transcript Avaifability. Rule 6 of the Commission's Rules Relating to Investigations, 17 CFR 203.6, states:

A person who has submitted documentary evidence or testimony in a formal investigative proceeding
shall be entitled, upon written request, to procure a copy of his documentary evidence or a transcript of
his testimony on payment of the appropriate fees: Provided, however, That in a nonpublic formal
investigative procecding the Commission may for good cause deny such request. In any cvent, any
witness, upon proper identification, shall have the right to inspect the official transcript of the witness’
own testimony.

If you wish to purchase a copy of the transcript of your testimony, the reporter will provide you with a copy of the
appropriate form. Persons requested to supply information voluntarily will be allowed the rights provided by this rute.

4. Perjury. Section 1621 of Title 18 of the United States Code provides as follows:

Whoever . . . having taken an oath before a competent tribunal, officer, or person, in any case in which
a law of the United States authorizes an oath to be administered, that he will testify, declare, depose, or
cettify truly . . . willfully and contrary to such oath states or subscribes any material matter which he
does not believe to be true . . _is quilty of perjury and shall, except as otherwise expressly provided by
law, be fined under this title or imprisoned not more than five years orboth . . .

a.  Fifth Amendment and Voluntary Testimony. Information you give may be used against you in any federal, state,
local ar foreign administrative, civil or criminal proceeding brought by the Commission or any other agency.

SEC 1662 (09-11)
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You may refuse, in accordance with the rights guaranteed to you by the Fifth Amendment to the Constitution of the
United States, to give any information that may tend to incriminate you.

If your testimony is not pursuant to subpoena, your appearance to testify is voluntary, you need not answer any
question, and you may leave whenever you wish. Your cooperation is, however, appreciated.

6. Formal Order Avaifability. If the Commission has issued a formal order of investigation, it will be shown to you
during your testimony, at your request. If you desire a copy of the formal crder, please make your request in writing.

C. Submissions and Settlements
Rule 5(c} of the Commission's Rules on Informal and Other Pracedures, 17 CFR 202.5(c), states:

Persons who become involved in . . . investigations may, on their own initiative, submit a written
staterment to the Commission setting forth their interests and position in regard to the subject matter
of the investigation. Upon request, the staff, in its discretion, may advise such persons of the
general nature of the investigation, including the indicated victations as they pertain to them, and
the amount of time that may be available for preparing and submitling a statement prior to the
presentation of a staff recommendaticn to the Commission for the commencement of an
administrative or injunction proceeding. Submissions by interested persons should be forwarded to
the appropriate Division Director or Regional Director with a copy to the staff members conducting
the investigation and should be clearly referenced to the specific investigation to which they relate.
In the event a recommendation for the commencement of an enforcement proceeding is presented
by the staff, any submissions by interested persons will be forwarded to the Commission in
conjunction with the staff memorandum.

The staff of the Commission routinely seeks to introduce submissions made pursuant to Rule 5{c] as evidence in
Commission enforcement proceedings, when the staff deems appropriate.

Rule 5(f) of the Commission’s Rulaes on Informal and Other Procedures, 17 CFR 202.5(f}, states:

In the course of the Commission's investigations, civil lawsuits, and administrative proceedings, the
staff, with appropriate authorization, may discuss with persons involved the disposition of such
matters by consent, by scttlement, or in some other manner. It is the policy of the Commission,
however, that the disposition of any such matter may not, expressly or impliedly, extend to any
criminal charges that have been, or may be, brought against any such person or any
recommendation with respect thereto. Accordingly, any person involved in an enforcement matter
before the Commission who consents, or agrees to consent, to any judgment or order does so
solely for the purpose of resolving the claims against him in that investigative, civil, or
administrative matter and not for the purpose of resolving any criminal charges that have been, or
might be, brought against him. This policy reflacts the fact that neither the Commission nor its staff
has the authority or responsibility for instituting, conducting, settling, or otherwise disposing of
criminal proceedings. That authority and responsibility are vested in the Attorney General and
representatives of the Deparlment of Justice.

D. Freedom of Information Act

The Freedom of Information Act, 5 U.5.C. 552 (the "FOIA"), generally provides for disclosure of information to the
public. Rule B3 of the Commission's Rules on information and Requests, 17 CFR 200.83, provides a procedure by
which a person can make a written request that infermation submitted to the Commission not be disclosed under the
FOIA. That rule states that no determination as to the validity of such a request will be made until 2 request for
disclosure of the information under the FOIA is received. Accordingly, no response to a request that information not
be disclosed under the FOIA is necessary or will be given until a request for disclosure under the FOIA s received. if
you desire an acknowledgment of receipt of your written request that information not be disclosed under the FOIA,
please provide a duplicate request, together with a stamped, self addressed envelope.

E. Authority for Solicitation of Information

Persons Directed to Supply Information Pursuant to Subpoena. The authority for requiring production of information
is set forlh in the subpoena. Disciosure of the information to the Commission is mandatory, subject to the valid
assertion of any legal right or privilege you might have.

Persons Requested to Supply Information Voluntarily. One or more of the following provisions authorizes the

Cammission to solicit the information requested: Sections 19 and/or 20 of the Securities Act of 1933; Section 21 of
the Securities Exchange Act of 1934; Scction 321 of the Trust Indenture Act of 1939; Section 42 of the Investment
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Company Act of 1940; Section 209 of the investment Advisers Act of 1940; and 1/ CFR 202.5. Disclosure of the
requested information to the Commission is voluntary on your part.

F. Effect of Not Supplying Information

Persons Directed o Supply information Pursuant to Subpoena. If you fail to comply with the subpoena, the
Commission may seek a court order requiring you to do so. If such an order is obtained and you thereafter fail to
supply the information, you may be subject to civil and/or criminal sanctions for contempt of court. In addition, if the
subpoena was issued pursuant to the Securities Exchange Act of 1934, the Investment Company Act of 1940, andfar
the Investment Advisers Act of 1940, and if you, without just cause, fail or refuse to attend and testify, or to answer
any lawful inquiry, or to produce books, papers, correspondence, memeoranda, and other records in compliance with
the subpoena, you may be found guilty of a misdemeanar and fined not mare Lhan $1,000 or imprisoned for a term of
not mare than one year, or both.

Persons Requested to Supply Information Voluntarily. There are no direct sanctions and thus no direct effects for
failing to provide all or any part of the requested information.

G. Principal Uses of Information

The Commission’s principal purpese in soliciting the information is to gather facts in order to determine whether any
person has violated, is violating, or is about to violate any provision of the federal securities laws or rules for which
the Commission has enforcement authority, such as rules of securities exchanges and the rules of the Municipal
Securities Rulemaking Board. Facts developed may, however, constitute violations of other laws or ruies. Information
provided may be used in Commission and other agency enforcement proceedings. Unless the Commission or its
staff explicitly agrees to the contrary in writing, you should not assume that the Commission or its slaff acquicsces in,
accedas to, or concurs or agrees with, any position, condition, request, reservation of right, understanding, or any
other statement that purports, or may be deemed, to be or to reflect a limitation upon the Commission's receipt, use,
disposition, transfer, or retention, in accordance with applicabie law, of information provided.

H. Routine Uses of Information

The Commission often makes its files available to other govemmental agencies, particularly United States Attorneys
and state prosecutors. There is a likelihood that information supplied by you will be made available to such agencies
where appropriate. Whether or not the Cormission makes its files available to other governmental agencics is, in
general, a confidential matter betwecn the Commission and such other governmental agencies.

Set forth below is a list of the routine uses which may be made of the information furnished.

1. To appropriate agencies, entities, and persons when {a} it is suspected or confirned that the security or
confidentiality of information in the system of records has been compromised; (b} the SEC has determined that, as a
result of the suspected or confirmed compromise, there is a risk of harm to economic or properly interests, identity
theft or fraud, or harm to the security or integrity of this system or other systems or programs (whether maintained by
the SEC or another agency or entity} that rely upon the compromised information; and (c) the disclosure madec to
such agencies, entities, and persons is reasonably necessary to assist in connection with the SEC's efforis to
respond to the suspected or confimed compromise and prevent, minimize, or remedy such harm.

2. To other federal, state, local, or foreign law enforcement agencies; securities self-regulatory organizations; and
foreign financial regulatory authorities to assist in or coordinate regulatory or law enforcement activities with the SEC.

3. To national securities exchanges and national securities associations that are registered with the SEC, the
Municipal Securities Rulemaking Board; the Securities Investor Protection Corporation; the Public Company
Accounting Oversight Board; the federal banking authorities, including, but not limited to, the Board of Governors of
the Federal Reserve System, the Comptroller of the Currency, and the Federal Deposit Insurance Corporation; state
securities regulatory agencies or organizations; or regulatory authorities of a foreign government in connection with
their regulatory or enforcement responsibilities.

4. By SEC personnel for purposes of investigating possible violations of, or to conduct investigations authorized by,
the federat securities faws.

5. In any proceeding where the federal securities laws are in issue or in which the Commission, or past or present
members of its staff, is a party or otherwise involved in an official capacity.

8. In connection with proceedings by the Commission pursuant to Rule 102{e} of its Rules of Practice, 17 CFR
201.102(e).
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7. To a bar association, state accountancy board, or other federal, state, local, or foreign licensing or oversight
autharity; or professional association or self-requlatory authority to the extent that it performs simiar functions
{including the Public Company Accounting Oversight Board) for investigations or possible disciplinary action.

B. To a federal, state, local, tribal, foreign, or international agency, if necessary to obtain information relevant to the
SEC’s decision concerning the hiring or retention of an empioyee; the issuance of a security clearance; the letting of
a contract; or the issuance of a license, grant, or other benefit.

9. To a federal, state, local, tribal, foreign, or international agency in response to its request for information
concerning the hiring or retention of an employee; the issuance of a security clearance; the reporling of an
investigation of an employee; the letting of a contract; or the issuance of a license, grant, or other benefit by the
requesting agency, to the extent that the information is relevant and necessary to the requesting agency's decisicn on
the matter.

10. To produce summary descriptive statistics and analytical studies, as a data source for management information,
in support of the function for which the records are collected and maintained or for related personnel management
functions or manpower studies; may also be usad to respond to general requests for statistical information {without
personal identification of individuals) under the Freedom of Information Act.

11. To any trustee, receiver, master, speciat counsel, or other individual or entity that is appointed by a court of
competent jurisdiction, or as a result of an agreement between the parties in cannection with litigation or
administrative proceedings involving allegations of violations of the federal securities laws {as defined in section
3{a)(47} of the Securities Exchange Act of 1934, 15 U.5.C. 78c{a)(47)) or pursuant to the Commission's Rules of
Practice, 17 CFR 201.100 — 900 or the Commission’'s Rules of Fair Fund and Disgorgement Plans, 17 CFR
201.1100-1106, or otherwise, where such trustee, receiver, master, special counsel, or other individual or entity is
specifically designated to perform particular functions with respect to, or as a result of, the pending action or
proceeding or in connection with the administration and enforcement by the Commission of the federal securities faws
or the Commission's Rules of Practice or the Rules of Fair Fund and Disgorgement Plans.

12. To any persons during the course of any inquiry, examination, or investigation conducted by the SEC's staff, orin
connection with civil litigation, if the staff has reason to believe that the person to whom the record is disclosed may
have further information about the matters related therein, and those matters appeared to be relevant at the time to
the subject matter of the inquiry.

13. To interns, grantees, experts, contractors, and others who have been engaged by the Commission to assist in
the performance of a service related to this system of records and who necd access to the records for the purpose of
assisting the Commission in the efficient administration of its programs, inciuding by performing clerical,
stenagraphic, or data analysis functions, or by reproduction of records by electronic or other means. Recipients of
these records shall be reguired to comply with the requirements of the Privacy Act of 1974, as amended, 5 U.S.C.
552a.

14. in reports published by the Commission pursuant to authority granted in the federal securities laws (as such term
is defined in section 3(a)(47) of the Securities Exchange Act of 1934, 15 U.5.C. 78c{a)(47}), which authority shall
inciude, but not be limited to, section 21(a} of the Securities Exchange Act of 1934, 15 U.S.C. 78u{a}).

15. To members of advisory committees that are created by the Commission or by Congress to render advice and
recommendations to the Commission or to Congress, to be used solely in connection with their official designated
functions.

16. To any person who is or has agreed to be subject to the Commission's Rules of Conduct, 17 CFR 200.735-1 to
200.735-18, and who assists in the investigation by the Commission of possible violations of the federal securities
laws {as such term is defined in section 3(a){47) of the Securities Exchange Act of 1834, 15 U.8.C. 78c{a)}{47}}, in the
preparation or conduct of enforcement actions brought by the Commission for such violations, or otherwise in
connection with the Commission's enforcement or regulatory functions under the federal securities laws.

17. To a Congressional office from the record of an individual in response to an inquiry from the Congressional office
made at the reguest of that individual.

18. To members of Congress, the press, and the public in response to inquiries refating to particular Registrants and
their activities, and other matters under the Commission's jurisdiction.

19. To prepare and publish information relating to violations of the federat securities laws as provided in 15 U.S.C.
78c(a)(47)), as amended.

20. To respond to subpoenas in any litigation or other proceeding.
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21. To a trustee in bankrupicy.

22. To any governmental agency, governmental or private collection agent, consumer reporting agency or
commercial reporting agency, governmental or private employer of a debtor, or any other person, for collection,
including collection by administrative offset, federal salary offset, tax refund offset, or administrative wage
garnishment, of amounts owed as a result of Commission civil or administrative proceedings.

& & Kk kK

Smatll Business Owners: The SEC aiways welcomes camments on how it can better assist small businesses. If you
have comments about the SEC's enforcement of the securities laws, piease contact the Office of Chief Counsel in the
SEC's Division of Enforcement at 202-551-4933 or the SEC's Small Business Ombudsman at 202-551-3460. If you
would prefer to comment to someonc outside of the SEC, you can contact the Smali Business Regulatory
Enforcement Ombudsman at http:/Awww sba.goviombudsman or toll free at 888-REG-FAIR. The Ombudsman’s
office receives comments from small businesses and annually evaluates federal agency enforcement activities for
their responsiveness to the special nceds of small business.
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