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UNITED STATES DEPARTMENT OF EDUCATION 
WASHINGTON. D.C.20201 

DECISION I N  THE MATTER OF 
 
GOLDEN STATE SCHOOL 
 

EMERGENCY ACTION PROCEEDING 
 

On O c t o b e r  9 ,  1991, t h e  O f f i c e  o f  S t u d e n t  F i n a n c i a l  A s s i s t a n c e  
( O S t ' 3 )  of  t h e  U.S. Department  of  E d u c a t i o n  ( E D )  i n p o s e d  an  
smergency  a c t i o n  a g a i n s t  Golden S t a t e  S c h o o l ,  3 1 2 1  S ta r lda rd  
S t r e e t ,  B a k e r s f i e l d ,  CA 93308 ,  and i ts four.. l o c a t i ? n s .  'The 
emergency a c t i o n  was imposed p u r s u a n t  t o  2 0  U.S.C. 5 
1 0 9 4 ( c ) (1)( E )  and 3 4  CFR 5 6 6 8 . 8 3 .  I n  r e s p o n s e ,  Golden Stat? 
S c h o o l  r e q u e s t e d  an o p p o r t u n i t y  t o  show c a u s e  why t h e  emergency 
a c t i o n  i s  unwarranted .  . - . - . 

P u r s u a n t  t o  t h e  D e l e g a t i o n  of  A u t h o r i t y  from t h e  S e c r e t a r y  t o  me 
t o  c o n d u c t  p r o c e e d i n g s  and  i s s u e  f i n a l  d e c i s i o n s  i n  c i r c u m s t a n c e s  
where e d u c a t i o n a l  i n s t i t u t i o n s  r e q u e s t  an  o p p o r t u n i t y  t o  show 
c a u s e  why a n  emergency a c t i o n  is u n w a r r a n t e d ,  I conduc ted  a 
h e a r i n g  i n  Washington,  D.C., on December 1 7 ,  1991.  Golden S t a t e  

-	 S c h o o l  was r e p r e s e n t e d  b y  Gary G o l d s t i c k ,  i t s  p r e s i d e n t ,  and OSFA 
was r e p r e s e n t e d  by c o u n s e l  from t h e  O f f i c e  o f  G e n e r a l  Counse l ,  
R u s s e l l  W c l f f .  The p r o c e e d i n g  was t r a n s c r i b e d  by a C o u r t  
R e p o r t e r  and f o u r  documents were i n t r o d u c e d  i n t o  e v i d e n c e .  These 
i n c l u d e d :  t h e  n o t i c e  of  emergency a c t i o n ;  t h e  n o t i c e  o f  
t e r m i n a t i o n  a c t i o n ,  d a t e d  November 5 ,  1991;  t h e  r e s p o n s e  of  
Golden S t a t e  Schoo l s  t o  t h e  OSFA a u d i t ,  and  a F e d e r a l  Cash 
T r a n s a c t i o n s  Repor t .  

Counse l  f o r  OSFA s u b m i t t e d  t h a t ,  based  on an  a u d i t ,  Golden S t a t e  
Schoo l  was m i s s i n g  o r  o t h e r w i s e  u n a c c o u n t a b l e  f o r  c e r t a i n  
Government funds .  Moreover,  based  on a random s a m p l i n g ,  OSFA 
d e m o n s t r a t e d  t h a t  Golden S t a t e  School  h a d ,  i n  some i n s t a n c e s ,  
f a i l e d  t o  make t i m e l y  r e f u n d s  o f  s t u d e n t  l o a n s .  T h i s  showing was 
complemented by t h e  a s s e r t i o n  t h a t  t h e  s c h o o l  had  f a i l e d  t o  
p r o v i d e  n o t i c e s  o f  such  r e f u n d s  t o  s t u d e n t s .  F i n a l l y ,  OSFA 
d e m o n s t r a t e d  t h a t  Golden S t a t e  School  had  f a i l e d  t o  n o t i f y  
l e n d e r ( s )  o f  withdrawn s t u d e n t s .  C u m u l a t i v e l y ,  OSFA a r g u e d  t h a t  
t h e  g r a v i t y  o f  t h e  f i n a n c i a l  b a l a n c e  a t  i s s u e ,  p a r t i c u l a r l y  i n  
l i g h t  o f  t h e  s c h o o l ' s  s t a t u s  i n  Chap te r  11 b a n k r u p t c y  i n  t h e  
s p r i n g  o f  1988,  m e r i t e d  t h i s  emergency a c t i o n .  

I n  r e s p o n s e ,  Golden S t a t e  Schoo l  i n t r o d u c e d  e v i d e n c e  of s low P e l l  
G r a n t  d i s b u r s e m e n t s  from 1989 t o  J a n u a r y ,  1991,  o c c a s i o n s  when 
SARs were n o t  funded f o r  up t o  s i x  months,  and  o t h e r  s low o r  
impeded d i s b u r s e m e n t s  o r  r e s p o n s e s  from EDIS Region  I X  o f f i c e .  
Moreover ,  Golden S t a t e  School  i n t r o d u c e d  v a r y i n g  numbers of  
e r r o r s  i n  i ts  P e l l  G r a n t  d i s b u r s e m e n t s .  I n  s h o r t ,  Golden S t a t e  

' 	 Schoo l  a l l e g e d  t h a t  E D I S  a c t i o n s  w i t h  r e g a r d  t o  s t u d e n t  l o a n s  and 
g r a n t s  s t a r v e d  t h e  s c h o o l  o f  working c a p i t a l  which  e x a c e r b a t e d  
its f i n a n c i a l  problems.  
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Pursuant to 34 CFR 5 668.83, an emergency action may be taken if: 
feliable information is received that an institution is violating 
applicable laws, regulations, special arrangements, agreements, 
cr limitations; it is determined that immediate action is 
necessary to prevent misuse of Federal funds; and it is 
determined that the likelihood of loss outweighs the im?ortance 
sf following the procedures set forth f a r  suspension, limitation, 
G: terminat ion. . ..- .. .- . . . . 

The holder of Federal funds such as student grants and loans acts 
as a fiduciary. A s  such, Golden State School failed in its 
regulatory obligation to -ad,ee.~at_elv account for suchfunds and La.-.­
timely refund student loans. Moreover, Golden State School 
violated the applicable regulations by failing to properly notify 
students of refunds and for failing to notify lenders of the 
withdrawal of students. Under the circumstances, particularly in 
light cif the school's overall problems in accounting, an 
emergency action is necessary to prevent loss of Federal funds. 
Finally, with respect _tp the school's current financial 
difficulties, it is clear to me that the likelihood of financial 
loss outweighs the importance of adherence to the procedures for 
limitation, suspension, and termination actions. 

I find that the three conditions for imposing emergency actions, 
 
as enumerated in 34 CFR § 6 6 8 . 8 3 ( c ) ,  are met in this case. 
 
Therefore, I hereby affirm the emergency action. 
 

Signed this 24th day of December, in Washington, D . C .  


