JEFFERSON CIRCUIT COURT
DIVISION

NO.

EX REL. JACK CONWAY, ATTORNEY GENERAL ' PLAINTIFF
V. ' COMPLAINT
THE SULLIVAN UNIVERSITY SYSTEM, INC. d/b/a DEFENDANT
SPENCERIAN COLLEGE
Serve: Alva Ray Sullivan

3101 Bardstown Road

Louisville, Kentucky 40205

REGISTERED AGENT

Comes the Plaintiff and for his Complaint against Defendants states as follows:
| PARTIES, JURISDICTION AND VENUE

1. Plaintiff is the duly elected Attorney General of the Commonwealth of Kentucky and is
responsible for the enforcement and administration of Kentucky law, including the consumer
protection laws set forth in Kentucky Revised Statutes (KRS) Chapter 367. Plaintiff is
sometimes referred to herein as “Plaintiff” or “Attorney General.”

2. Defendant The Sullivan University System, Inc. d/b/a Spencerian College is a Kentucky
corporation and has its principal office at 3101 Bardstown Road, Louisville, Kentucky 40205.
The Sullivan University System, Inc. owns and operates the for-profit post-secondary career
college known as “Spencerian College” which has locations in Louisville and Lexington.

Spencerian is nationally accredited by the American Council of Independent Colleges and



Schools (“ACICS”) and is licensed in Kentucky by the Kentucky Board of Proprietary
Education. Hereinafter Defendant shall be referred to as “Defendant” or “Spencerian College.”
GENERAL STATEMENTS
3. Plaintiff brings this suit against Defendant for engaging in unfair, false, misleading and
deceptive trade practices in violation of KRS 367.170. Plaintiff alleges herein that Defendant
has provided and continues to provide uﬁfair, false, misleading and deceptive information to
consumers about, infer alia, its job placement rates, overall placement rates, graduation success
rates, and Spencerian College generally.
4. Spencerian College offers Certificates, Diplomas and Associate Degrees in careers
including, but not limited to, phlebotomy, medical coding, nursing, and accounting. Tuition
ranges from $10,880 for a 6-9 month certificate program to $48,960 for a 27 month Associate of
Applied Science Degree in Radiologic Technology. (Exhibit A)
5. ‘Upon information and belief, Spencerian College has held itself out and continues to hold
itself out as existing to “provide men and women with quality training for careers in the businéss,
technical and healthcare professions.” Spencerian College has represented and continues to
represent to consumers that the “college is positioned to prepare its graduates to meet the
employment needs of the present and the future.” (Exhibit B)
6. Spencerian College is accredited by ACICS to award certiﬁca‘ies, diplomas, and associate
degrees. The United States Department of Education and the Council for Higher Education
Accreditation list ACICS as a nationally recognized accrediting agency. (Exhibit C)
7. Upon information and belief, ACICS determines average plécemgnt rates annually for
institutions based on information collected in the Annual Institutional Reports. ACICS requires

that a minimum of 65 percent of graduated students from an institution be placed in a related job
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field. An institution with placement rates not in compliance with ACICS standards may be
subject to repoﬁing and/or suspension of accreditation.

Advertised Placement Rates in Career Studied

Louisville Campus

8. Upon information and belief, beginning during or before January 1, 2009 and continuing
through or later than January 13, 2011, Defendant represented or caused to be represented to
consumers, on its website, the graduate placement rates, located under column titled “Advertised
Rates” in paragraph 11 below, for graduates of each program offered at the Louisville branch of
Spencerian College. (Exhibit D)

9. Upon information and belief, Defendant’s website claimed to publish the same placement
rate percentages as reported to its accreditor, ACICS. (Exhibit D)

10.  Upon information and belief, in or around September 2007, 2008, 2009 and 2010,
Spencerian College reported to its accreditor, ACICS, the placement rates, located under the
column titled “Reported Rates” in paragraph 11 below, for graduates of each program offered at

the Louisville branch of Spencerian College. (Exhibit E)

11. Spencerian Louisville Branch Program Specific Placement Rate
Misrepresentations
Reporting | Program Name | Advertised | Reported | Difference
Year ' Rate Rate
2010 Phlebotomy 80.0% 40.0% 40.0%
2009 Accounting ok 0.0% n/al
Diploma

1 Exhibit D, an advertisement for the Louisville branch of Spencerian College, indicates that “**” means that “no
graduates were available for employment that year due to continuing education, staying with current position,
waiting for internal promotion, travel, etc.” In 2009, Spencerian College reported to ACICS that one student
graduated from the Accounting Diploma program and was not placed. This placement rate should have been

advertised at 0.0% not “**.”



2008 Medical Clinical 100.0% 66.7% 33.3%
Specialist
2008 Invasive 67.0% 50.0% 17.0%
Cardiovascular '
Tech
2007 Medical Assistant 100.0% 83.3% 16.7%
2007 Medical 100.0% 66.7% 33.3%
Transcriptionist
2007 Medical 88.0% 75.0% 13.0%
Administrative
Assistant
2007 Phlebotomy 87.0% 77.6% 9.4%
2007 Limited Medical 88.0% 68.1% 19.9%
Radiography
2007 Health Unit 72.0% 62.5% 9.5%
Coordinator

Lexington Campus

12. Upon information and belief, beginning during or before January 1, 2009 and continuing
through or later than January 13, 2011, Defendant represented or caused to be represented to
consumers, on its website, the graduate placement rates, located under column titled “Advertised
Rates” in paragraph 15 below, for graduates of each program offered at the Lexington branch of
Spencerian College. (Exhibit F)

13.  Upon information and belief, Defendant’s website gives consumers the impression that
the Spencerian College “Advertised Rates” were those that were reported to its accreditor,
ACICS. (Exhibit F)

14. Upon information and belief, in or around September 2009, Spencerian College reported
to its accreditor, ACICS, the placement rates, located under column titled “Reported Rates™ in

paragraph 15 below, for graduates of each program offered at the Lexington branch of

Spencerian College. (Exhibit G)



15. Spencerian Lexington Branch Program Specific Placement Rate

Misrepresentations
Reporting | Program Name | Advertised | Reported Difference
Year Rate Rate
2009 Computer Graphic 44.0% 36.0% 8.0%
Design
2009 Architectural 60.0% 25.0% 35.0%
CADD
2009 Computer 75.0% 55.6% 19.4%
Engineering
Technology
2009 Phlebotomy 61.1% 50.0% 11.1%
2009 Medical Assistant 100.0% 62.5% 37.5%
with Phlebotomy
2009 Medical Clinical 100.0% 66.7% 33.3%
Specialties :
2009 Limited X-Ray 100.0% 70.0% 30.0%
Machine Operator
2009 Radiologic 78.95% 53.3% 25.65%
Technology

16.  Upon information and belief, during or before the 2007-2008 school year and continuing
through or after the 2009-2010 school year, the Lexington branch of Spencerian College fell
below the 65% minimum placement rate standard required by ACICS.

17. Upon information and belief, after being notified by the Attorney General that it was
under investigation in December 2010 and at some time on or before February 26, 2011,
Defendant rerﬁoved, from both the Louisville and Lexington campus websites, the placement
rate advertisements that conflicted with Defendant’s reported placement rates to ACICS. The

Lexington branch of Spencerian College had placement rates that were below ACICS standards

between 2007 and 2010.




Interview Book Advertisements

18.  Upon information and belief, prior to or during 2008 through at least January 1, 2011 or
later, Defendant represented or caused to be represented to consumers, in a college “Interview
Book,” the graduate placement rates, located under column titled “Advertised Rates;’ in
paragraph 21 below, for graduates of each program of Spencerian College. The same
advertisement asserted that there was “NO RECESSION FOR SPENCERIAN GRADS -
CHECK OUT 10 YEARS OF EMPLOYMENT SUCCESS.” (Exhibit H)

19. Upon information and belief, the “Interview Book,” containing the “NO RECESSION
FOR SPENCERIAN GRADS — CHECK OUT 10 YEARS OF EMPLOYMENT SUCCESS”
advertisement, was considered training material presented to and used by those who
recruit/interact with prospective or newly enrolling students.

20.  Upon information and belief, in or around September 2007, Spencerian College reported
to its accreditor, ACICS, the placement rates, located under column titled “Reported Rates” in

paragraph 21 below, for graduates of each program offered at the Louisville branch of

Spencerian College. (Exhibit E)

21. “Interview Book” Advertised Rates vs. ACICS Reported Rates
Year Program Name | Advertised | Reported Difference
Rate Rate
2007 Medical Assistant 100.0% 83.3% 26.7%
2007 Medical 100.0% 66.7% 33.3%
Transcriptionist
2007 Medical 88.0% 75.0% 13.0%
Administrative
Assistant
2007 Phlebotomy 87.0% 77.6% 9.4%




2007 Limited Medical 88.0% 68.1% 19.9%
Radiology
2007 Health Unit 72.0% 62.5% 9.5%
Coordinator

22.  Upon information and belief, the cover of the “Interview Book” indicates that it was
revised in January 2011. However, the advertisement that stated that there was “NO
RECESSION FOR SPENCERIAN GRADS” was not updated to reflect graduation placement
rate figures calculated after 2007.

23.  Upon information and beiief, graduate job placement rates for the Louisville Branch of
Spencerian College, on average, became materially lower after the 2007 reporting period.

24. The information Spencerian College reported to its accreditor anut the rates at which its
graduates become employed in particular career fields in or related to their education are less
than the rates Spencerian College represents to consumers.

25.  Spencerian College has provided and continues to provide unfair, false, misleading and
deceptive information to consumers about the percentage of graduates who become employed in
the career they studied at Spencerian College. Spencerian College has represented and continues
to represent to consumers, through unfair, false, misleading and deceptive statements, that
graduates of Spencerian College become employéd in the career they studied at a higher rate
than they actually do.

Advertised Overall Placement Rates

26.  Upon information and belief, at some time on or after January 1, 2008 and before January
1, 2010, Defendant has represented to consumers that graduates of Spencerian College’s
Lexington Branch enjoy “98.0% Graduate Employment Success.” However, the actual rates

reported to ACICS were materially lower and are identified in paragraph 28. (Exhibit I)
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27.  Upon information and belief, in or around September 2008, 2009, 2010, Spencerian
College reported to its accreditor, ACICS, the job placement rate for graduates of its Lexington

Branch that are listed in paragraph 28. (Exhibits J, K, L)

28. » Spencerian Lexington Branch Placement Rate Data

School Year

Reported Rate

2009-2010 58.5%
2008-2009 53.4%
2007-2008 62.8%

29.  Upon information and belief, prior to or on August 9, 2012 to Present, Defendant has

represented to consumers on career-schools-guide.com that a prospective enrollee can “Take

advantage of a 99% job placement rate” at Spencerian College’s Louisville Branch.
However, the actual rates reported to ACICS were materially lower and are identified in
paragraph 31. (Exhibit M)

30. Upon information and belief, in or around September 2007, 2008, 2009, 2010,
Spencerian College reported to its accreditor, ACICS, the job placement rate for graduates of its

Louisville Branch that are listed in paragraph 31. (Exhibit N)

31. Spencerian Lousiville Branch Placement Rate Data
School Year Reported Rate

2009-2010 76.3%

2008-2009 - 80.5%




2007-2008 82.6%

2006-2007 85.1%

32. The information Spencerian College has reported to its accreditor about the rate at which
its graduates become employed is less than the rates Spencerian College represents to consumers.
33.  Spencerian College has provided and continues to provide unfair, false, misleading and
deceptive information to consumers about the percentage of graduates who find employment in
or related to the career studied at Spencerian College. Spencerian College has represented and
continues to represent to consumers, through unfair, false, misleading and deceptive statements,
that graduates of Spencerian College become employed in the career they studied at a higher rate
than they actually do. |

Graduation Success Rates

34.  Spencerian College has advertised “High Graduation Success Rates.” Defendant’s
advertisement supports this claim by touting “Outstanding classroom facilities with state-of-the-
art equipment and available lab time” and that “Plus Friday provides you with free tutoring
opportunities.” (Exhibit O)

35. Upon information and belief, the enrollees of the Lexington bramch of Spencerian
College did not experience “High Graduation Success Rate(s).’;

36.  Spencerian College has provided and continues to provide false and misleading
information to consumers about the percentage of students who graduate from Spencerian
College. Spencerian College has represented and continues to represent to consumers, through
unfair, false, misleading and deceptive statements, that students at the Lexington branch of

Spencerian College enjoy “High Graduation Success Rates.”
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COUNT1
UNFAIR, FALSE, DECEPTIVE AND MISLEADING REPRESENTATIONS
REGARDING ADVERTISED GRADUATE EMPLOYMENT RATES IN CAREER
STUDIED
- 37. The allegations of Paragraphs 1 through 36 are hereby incorporated.
38.  Defendant engaged in unfair, false, misleading and deceptive acts and practices in
conduct of trade or commerce in violation of KRS 367.170 by making unfair, false, deceptive
and misleading statements to consumers that the employment rate for graduates in the career they
studied was greater than it actually is and by omitting updated employment rates.

39.  The aforementioned acts and practices constitute willful violations of the prohibition

against unfair, false, misleading or deceptive acts and practices in violation of KRS 367.170.

COUNT I

UNFAIR, FALSE, DECEPTIVE AND MISLEADING REPRESENTATIONS
REGARDING ADVERTISED OVERALL GRADUATE EMPLOYMENT RATES

40.  The allegations of Paragraphs 1 through 39 are hereby incorporated.
4]1.  Defendants have engaged in unfair, false, misleading and deceptive acts and practices in
trade or commerce in violation of KRS 367.170 by making unfair, false, deceptive and

misleading statements to consumers that graduates are employed at greater rates than they

actually are.

42.  The aforementioned acts and practices constitute willful violations of the prohibition

against unfair, false, misleading or deceptive acts and practices in violation of KRS 367.170.
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COUNT I

UNFAIR, FALSE, DECEPTIVE AND MISLEADING REPRESENTATIONS
REGARDING GRADUATION SUCCESS RATES

43.  The allegations of Paragraphs 1 through 42 are hereby incorporated.

44.  Defendant engaged in unfair, false, misleading and deceptive acts and practices in
conduct of trade or commerce in violation of KRS 367.170 by making false and misleading
statements to consumers regarding “High Graduation Success Rates.” |

45.  The aforementioned acts and practices constitute willful violations of the prohibition

against unfair, false, misleading or deceptive acts and practices in violation of KRS 367.170.

COUNT IV

FALSE, DECEPTIVE AND MISLEADING INFORMATION PROVIDED TO
PROSPECTIVE AND CONTINUING STUDENTS

46.  The allegations of Paragraphs 1 through 45 are hereby incorporated.

47.  Defendant engaged in unfair, falsef misleading and deceptive acts and practices in
conduct of trade or commerce in violation of KRS 367.170 by making unfair, false, misleading,
and deceptive statements to prospective and continuing students about Spencerian College.

48.  The aforementioned acts and practices constitute willful violations of the prohibition

against unfair, false, misleading or deceptive acts and practices in violation of KRS 367.170.

WHEREFORE, Plaintiff prays for judgment as follows:
1) That Defendant, pursuant to KRS 367.190, be enjoined from further practices constituting

unfair, false, misleading or deceptive trade practices, including the practices alleged

herein;
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2)

3)

4)

5)

6)

7)

For judgment against Defendant finding willful violations of the Kentucky Consumer
Protection Act, KRS 367.170;

That the Court award civil penalties against Defendant in the amount of two thousand
dollars ($2,000.00) per each willful violation of KRS 367.170 of the Kentucky Consumer
Protection Act pursuant to KRS 367.990(2);

That the Court require Defendant to pay restitution to consumers who have suffered harm

as a result of Defendants’ unfair, false, misleading and deceptive practices, as provided

by KRS 367.200.
That the Court award Plaintiff’s coéts, including costs of investigation and attorneys’
fees; |
For a trial by jury; and
For any and all other relief to which Plaintiff may be entitled.
Respectfully submitted,
JACK CONWAY
ATTORNEY GENERAL
N A=
Todd ¥. Leatherman

Exeddtive Director

Maryellen B. Mynear

Litigation Manager/Assistant Attorney General
Dinah L. Koehler

Assistant Attorney General

Tyler S. Stewart

Assistant Attorney General

Office of Consumer Protection
Office of the Attorney General
1024 Capital Center Dr., Suite 200
Frankfort, KY 40601

(502) 696-5389
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