Comments from the Legal Aid Community
to the Department of Education re:

Proposed Regulations on Program Integrity and Improvement:
State Authorization of Distance Education Programs

Docket ID ED-2016-OPE-0050

August 24, 2016

Comments submitted on behalf of:

East Bay Community Law Center

Empire Justice Center

Housing and Economic Rights Advocates

National Consumer Law Center (on behalf of its low-income clients)
LAF (formerly Legal Assistance Foundation of Metropolitan Chicago)
Legal Aid Foundation of Los Angeles

Legal Aid Society of San Diego, Inc.

Legal Services NYC

New York Legal Assistance Group

Project on Predatory Student Lending of the Legal Services Center of Harvard Law
School

Public Law Center

Margaret Reiter in her individual capacity
Introduction

These comments, submitted on behalf of organizations across the country that provide
free legal assistance to low-income student loan borrowers, address the Department’s proposed
regulations regarding the state authorization of distance education programs.' Our comments are
informed by our work as legal aid practitioners. We strive to meet the legal needs of individuals

' 81 Fed. Reg. 48598 (proposed July 25, 2016).



and families with limited economic means, who otherwise would be without professional legal
assistance.

Margaret Reiter also joins in these comments in her individual capacity, not as a
representative of any organization or agency. She was a consumer investigator with the Los
Angeles County Consumer Affairs Department for four years and worked for 20 years as a
consumer prosecutor with the California Attorney General’s Consumer Law Section. She
investigated or prosecuted businesses engaged in many types of misrepresentations and unlawful
business practices, including postsecondary for-profit schools.

The proposed state authorization regulation is of critical importance to the individuals we
serve. In addition to being of limited economic means, our clients are often the first in their
families to pursue higher education. They include people of color, immigrants, non-native
English speakers, single mothers, veterans, and the formerly incarcerated. They are increasingly
targeted by unscrupulous and predatory out-of-state for-profit schools that offer distance
education programs. The state authorization regulation is critically important to ensuring that
these low-income students receive the same legal protections as students attending traditional
brick-and-mortar schools in the same state.

We applaud the Department’s attempt to strengthen the process for regulating distance
education by closing gaps in state oversight to ensure that students, families, and taxpayers are
protected while fostering efficiency in the state approval process for both states and distance
education providers. To meet the goal of closing gaps in state oversight, however, the
Department should go further to ensure that states are adequately able to protect their students
while benefiting from processes that provide greater efficiency. We recommend specific
revisions to the proposed regulation that would support this goal and create a fairer balance
between deregulation for schools and protection for students and taxpayers. These proposed
revisions are included as Attachment A. The remainder of this comment identifies oversight
goals that should be strengthened in the final rule to ensure adequate protection of students, their
families, and taxpayers, and describes how our recommended revisions to the proposed
regulation would achieve these aims.

1. Ensuring Applicability of State Consumer Protection Laws While Allowing Single State
Approval

Under the Higher Education Act (HEA), Congress enacted the state “legal authorization”
requirement in order to place the primary responsibility for consumer protection from
unscrupulous for-profit school practices on the states.” States therefore play a critical consumer
protection role. Most have enacted essential substantive legal protections against fraud and
abuse in the for-profit sector.” These laws and regulations include important disclosure
requirements, regulation of the contents of key documents provided to students such as

? Rebecca Skinner, Institutional Eligibility in Title IV Student Aid Programs Under the Higher Education
Act: Background and Reauthorization Issues, Congressional Research Service Report RL33909 at CRS-
11 (Mar. 9, 2007).

? See National Consumer Law Center, Student Loan Law, Sections 13.6.3.2 and Appx. M (Supp. 2016).



enrollment agreements and catalogs, prohibited practices, refund rights, cancellation rights,
student protection funds or bonds to cover student economic losses in the event of school
closures, private causes of action, and student complaint standards and procedures.

Currently, however, many schools that offer distance education in states where they lack
a physical presence are not legally authorized by those states or are not adequately covered by
those states’ oversight schemes. These schools fall into two categories in terms of state
authorization:

e Schools covered by state authorization reciprocity agreements: Regionally accredited
degree-granting schools that are based in a state that is a member of a state authorization
reciprocity agreement (“SARA”) may offer distance education programs in other member
states after obtaining authorization from their home states; and

e Other schools: Schools that are not covered by SARA (because they are (i) not based in
SARA member states, (ii) wish to offer programs in states that are not SARA members,
or (ii1) do not meet institutional eligibility requirements for SARA) must seek approval
from distant states before offering programs in those states, but only if those states
require approval for institutions without a physical presence.

As explained below, under the current regulatory framework and SARA terms, most
students who attend distance education programs in either of these two categories are not subject
to critical state consumer protections that would be available to them if they attended brick-and-
mortar schools or a distance education program based in their own state. In Section A below, we
explain why distant education students need these protections. In Sections B and C, we make
recommendations to strengthen the Department’s proposals to ensure that such students receive
the equal protections they deserve, as envisioned by the HEA.

A. Unlawful and Deceptive Practices by For-Profit Schools that Offer Distance
Education Programs

There is no reason to conclude that for-profit online education schools are less likely than
brick-and-mortar schools to engage in the types of unlawful and deceptive practices that state
consumer protection laws and oversight systems are intended to protect against. Here are just a
few examples of problems with for-profit companies that offer distance education:

e As highlighted in NCLC’s December 2015 report,* a majority of the largest online
education schools are owned and operated by the same for-profit companies that have
been the subject of multiple law enforcement investigations and actions.

e A 2012 investigation by the U.S. Senate Health, Education, Labor and Pensions
Committee detailed extensive misleading practices at schools owned by all of the
corporations identified in NCLC’s December 2015 report.”

* See National Consumer Law Center, “Wake-Up Call to State Governments: Protect Online Education
Students from For-Profit School Fraud” at 2 (December 2015), included as Attachment C.

> U.S. Senate, Health, Educ., Labor and Pensions Comm., “For Profit Higher Education: The Failure to
Safeguard the Federal Investment and Ensure Student Success,” S. Rpt. 112-37 (July 30, 2012).
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e Both Bridgepoint Education, Inc. and Career Education Corp. entered multi-million
dollar settlements with state attorneys general based on allegations that they engaged in
unfair and deceptive practices with respect to their online programs.

e In November 2015, Education Management Corp. agreed to a $100 million settlement
with the Department of Education and 39 states for engaging in illegal recruiting and
other illegal practices.” The Consumer Financial Protection Bureau has sued ITT
Educational Services for unfair and deceptive business practices,® and the Department of
Education has been monitoring the company’s financial status since the fall of 2015.
Both of these schools offer extensive online education programs that are protected by
reciprocity agreements or are exempt from state oversight.’

As we describe in Sections B and C below, despite this evidence of fraud and abuse, the
current regulatory scheme does not adequately protect most distance education students from
unscrupulous for-profit companies. Not only is this contrary to the purpose and intent of the
legal authorization provision of the HEA, it is unfair to distance education students and unwise
for taxpayers. Online education students are equally deserving of protection from unscrupulous
for-profit companies and state consumer protection laws can prevent taxpayer losses resulting for
for-profit school fraud.

B. Proposals for Schools Covered by State Authorization Reciprocity Agreements
(34 C.F.R. § 600.2)

The existing state authorization reciprocity agreements, including the Unified State
Authorization Reciprocity Agreement (USARA), were drafted to ease the “costs and
inefficiencies faced by [schools] that must comply with multiple state laws . . . 2P USARA
essentially provides that if the state oversight agency where the school is physically
headquartered (the “home state”) approves a school, then the states where the school offers
online education programs (the “distant states”) must adopt the home state’s approval as long as
the school lacks an in-state physical presence. The primary benefit of a reciprocity agreement is
that by obtaining home state approval the school is automatically approved to enroll students in
other member states, avoiding the need to await approval through multiple state processes. This
reduces the burden on both states and schools of undergoing a lengthy approval process in each
state that may involve visits, reviews, and paperwork.

% See National Consumer Law Center, “Ensuring Educational Integrity: 10 Steps to Improve State
Oversight of For-Profit Schools” at Appx. A (June 2014) (hereinafter, Ensuring Educational Integrity),
Attachment B to these comments. For a more up-to-date list of recent investigations, actions and
settlements, see David Halperin, “Law Enforcement Actions and Investigations Regarding For-Profit
Colleges,” www.republicreport.org (updated August 15, 2016).

" Press Release, U.S. Dep’t of Educ., “For-Profit College Company to Pay $95.5 Million to Settle Claims
of Illegal Recruiting, Consumer Fraud and Other Violations” (Nov. 16, 2015); Press Release, Office of
the Kentucky Attorney General, “Attorney General Conway Announces Agreement with EDMC” (Nov.
16, 2015).

¥ Paul Fein, “Problems Deepen for ITT,” InsideHigherEd.com (May 13, 2015).

? See www.aionline.edu (EDMC Art Institute of Pittsburg Online); www.itt-tech.edu/onlineprograms and
www.dwe.edu/onlineprograms (ITT Education Services online programs).

' Commission on Regulation of Postsecondary Distance Education, “Draft Findings, Principles, and
Recommendations™ at 1 (Dec. 6, 2012).




But while this increased efficiency may appropriately benefit schools and states,
reciprocity agreements are also being used to provide a more problematic benefit to online
schools. Current agreements exempt online colleges—which have had a major role in drafting
the agreements—ifrom higher education state consumer protection laws that apply to brick-and-
mortar colleges, at the expense of online students as well as taxpayers.

Proponents of USARA point out that the agreement does not require states to waive
consumer protection laws of general applicability, such as Unfair and Deceptive Acts and
Practices Acts. This is correct. USARA states, “General-purpose laws enforced by state, tribal

or federal law enforcement agencies shall not be affected or superseded by any provisions of
SARA.”!

USARA, however, requires both home and distant states to waive consumer protection
laws specifically applicable to higher education. This is a large body of significant laws: all
states have enacted laws that only apply to higher education and are specifically targeted to
prevent the types of abuses that are commonly engaged in by the for-profit education sector.
Specifically, many state laws include refund requirements, cancellation requirements, required
disclosures, prohibited practices, student protection funds or bonds to reimburse students for
economic losses caused by school closures, private rights of action, requirements regarding the
contents of key documents provided to students such as enrollment agreements and catalogs, and
student complaint procedures. These requirements are not included in consumer protection laws
generally applicable to all businesses, but are key to protecting student against fraud and abuse.
Application of these education-specific consumer protection laws to online education schools

that lack a physical presence in the state is expressly precluded through the following provisions
of USARA:

e USARA states that the state must have “eliminated requirements for a refund unique to
that state . . . and other such requirements for out-of-state institutions that do not have a
physical presence within their borders and are participating in the interstate reciprocity
agreement. . . 12

e USARA provides, “states will not require that institutions participating in the agreement
meet additional requirements before servicing students in the state.”"”

e USARA states, “The state will not impose fees or other requirements on participating
out-of-state institutions that were properly authorized by another state to provide distance
education under the reciprocity agreement.”"*

e The policies and standards applicable to USARA state that “SARA policies and
standards, including those for consumer protection and the resolution of complaints,
apply to interstate distance education offered by participating SARA institutions to

' National Counsel for State Authorization Reciprocity Agreements, “Unified State Authorization
Reciprocity Agreement” at 28 (December 1, 2015) (hereinafter, “USARA™).
12
Id. at 23.
P rd.
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students in other SARA states.”'> Thus, SARA’s limited consumer protections and

complaint procedures appear to supersede state higher education consumer protection
laws and complaint processes.

e The USARA policies and standards also provide that the home state’s resolution of
complaints, including from students in other states, is final. It only allows the distant
state to take action using “its laws of general application.”'®

As NCLC detailed in its prior reports regarding state authorization reciprocity
agreements, USARA replaces the typically stronger state consumer protection laws that
specifically apply to for-profit schools with a few weak provisions in only two areas.'” First, it
requires the provision of accurate information to students in several areas, such as refund
policies, tuition and fees, and advertising. '8 Such provisions alone are not enough to protect
students from fraud. They should be supplemented by key protection provisions such as
cancellation and refund rights, a mechanism by which a student and his/her state can enforce the
provisions, and prohibitions against misleading and deceptive oral representations, among others.
Otherwise, students are expected to protect themselves from fraud, an unrealistic expectation for
vulnerable students who often face high-pressure sales tactics, a large stack of papers to review
and sign in a short amount of time, and a barrage of oral misrepresentations.

Second, USARA leaves it to the home state to provide teach-outs or “reasonable financial
compensation” for the education not received when a school closes.'® This means that distant
state students are only entitled to payment from tuition recovery funds or bonds as provided by
the home state, if anything. States vary in the financial protections they offer for closed school
students. Some explicitly exempt regionally accredited degree-granting schools from complying
with bond or student tuition recovery fund requirements and/or exclude out-of-state distance
education students from eligibility.*

USARA also fails in all the following areas:

e Distant states may not enact refund or cancellation provisions applicable to USARA
schools;

" National Counsel for State Authorization Reciprocity Agreements, “State Authorization Reciprocity
zl%greements Policies and Standards,” at 11 (May 5, 2016) (hereinafter, “Policies and Standards”).

Id. at 13.
'7 See Attachment B, Ensuring Educational Integrity at 17-20 and 60-62); National Consumer Law
Center, “Wake-Up Call to State Governments: Protect Online Education Students from For-Profit School
Fraud” at 5-6 (Dee. 2015), Attachment C to these comments.
"* USARA at 26-27.
" Id. at 22-23.
%0 See, e.g., Ariz. Rev. Stat. Ann. §§ 32-3075 (“Any person injured by a private postsecondary institution
ceasing operation is eligible to submit a claim against the fund unless the person is not a resident of this
state and is enrolled in distance education.”) and 32- 3072 (“Institutions accredited by a regional or
specialized accrediting agency recognized by the United States department of education are exempt from
this section [regarding student protection fund].”). Arizona is a member of USARA. See http://nc-
sara.org/sara-states-institutions.



e USARA does not provide for any private cause of action for harmed students, and would
wipe out any such cause of action in existing state law; and

e Enrollment agreement provisions, cancellation rights, prohibitions against common high-
pressure sales tactics and other deceptive practices, and many other typical consumer
protection provisions in state laws are not included in USARA.

USARA, as currently drafted, is severely unbalanced — it favors deregulation and ease of
doing business at the expense of consumer and taxpayer protection. But USARA’s unbalanced
provisions are not set in stone. The organization that is responsible for drafting USARA and the
related regional agreements could revise them to be more balanced between the interests of
students, taxpayers, states, and schools. We expect the organization would do so if the
Department makes clear that its state authorization requirements for Title IV eligibility will not
be satisfied by reciprocity authorizations that require waiver of education-specific consumer
protections.

The Department’s proposed definition of state authorization reciprocity agreements
strikes a fairer and smarter balance between minimizing regulatory burdens and ensuring
adequate consumer protections for students. The Department proposes to allow states to rely on
other states’ approvals through reciprocity agreements, but to ensure that such agreements do not
require them to waive state consumer protections, including protections that specifically apply to
higher education institutions. We support and urge the Department to maintain this strong,
reasonable and fairer balance, as it will likely lead to nationwide change that will benefit both
consumers and taxpayers.

We recommend, however, that the Department further clarify that such consumer
protection laws include laws specifically applicable to higher education institutions that cover the
following: disclosures to current and prospective students, the contents of any documents
provided to students or prospective students, prohibited practices, refunds, cancellation rights,
student protection funds or bonds, private causes of action, and student complaint standards and
procedures. We also recommend that the Department clarify that schools are subject to all other
state laws and regulations to which they would be subject if they were not covered by a
reciprocity agreement.

We further recommend that the Department clarify that distant states that are members
of SARA may receive, handle and resolve those complaints from their residents through their
own state law procedures, and take action against a school for violation of its state laws pursuant
to the procedures provided in its laws. This would address USARA’s two major complaint
procedure problems:

o USARA requires that students first submit a grievance to the school.”’ This will deter
many students from filing complaints, as some students feel fearful or uncomfortable
about complaining directly to the school that they believe harmed them, or because the
school grievance procedure may itself be ineffective or overlong, or may result in

2l USARA at 20, 22, 27, 28; Policies and Standards at 12-13.
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students unknowingly signing away their rights. Students should be able to file a
complaint directly with their state of residence.

e USARA requires that distant states cede the power to investigate and handle complaints
to the home state.”? If a distant state is unhappy with the resolution of the complaint,
then it may appeal to the regional compact.”” The compact’s decision, however, is not
appealable and the appeal procedures provide for no transparency to the public or to
oversight agencies. This is unacceptable, given that these issues involve the
constitutional due process rights of schools and students, the expenditure of public funds,
and the protection of the public, including prospective and current students.

States should not be required to cede these important public functions to a private
organization with no accountability or transparency to the public. Nor should students be

required to complain first to the school before submitting a complaint to his/her state agency.

C. Non-Reciprocity Agreement Schools

As explained above, many schools that offer distance education in states in which they
lack a physical presence are not covered by reciprocity agreements. These include: (i) schools
that do not meet SARA eligibility requirements, for example schools that are not degree-granting
or regionally accredited; (ii) schools who do not have their home-base in a SARA state; and (iii)
schools that wish to offer distance education programs in states that have not joined SARA. As a
result, the SARA provision in the proposed regulation must be supplemented by a separate state
authorization provision applicable to these schools.

Based on NCLC'’s review of state physical presence requirements, these schools are
covered by a patchwork of state laws that, for the most part, fail to protect the students who
enroll in their distance education programs. As of July 2013, only nine states regulate degree-
granting and non-degree-granting for-profit schools that offer online education but have no in-
state physical presence.”* Twelve other states regulate only a subset of schools that offer online
education but have no physical presence.”’

In order to ensure adequate state oversight and consumer protection for these students
while reducing the regulatory burden for both schools and states, we recommend revisions to
section 600.9(c)(1)(i) that would essentially allow states to rely on the approval of home state.
However, these institutions must continue to be subject to laws of general applicability and
specific consumer protection laws, as well as the same complaint processes to which institutions
with a physical presence are subject. This recommendation sets up a framework similar to that
we recommend for SARA-covered institutions.

2 1d.

> 1d

* These states are Alabama, Georgia, Indiana, Kansas, Montana, South Dakota, Utah, Wisconsin, and
Wyoming. See National Consumer Law Center, Student Loan Law, Appx. M (Supp. 2016).

2 These states are Arkansas, Delaware, lowa, Kentucky, Minnesota, Nebraska, New Jersey, Oklahoma,
Rhode Island, Texas, Virginia, Washington. See id.
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This suggestion supports the Department’s intent that in the absence of a reciprocity
agreement, students of distance education programs must be able to seek and receive action on
their complaints from the authorizing agency in their state of residence. While we support this
requirement, it should be clear that complaint-handling is inadequate if the state does not have
the ability to enforce its decisions. We therefore recommend language clarifying that the state
must be able to take appropriate action for state law violations.

2. Allowing States to Withdraw Approval of a School Covered by a Reciprocity
Agreement (34 C.F.R. § 600.2)

Under USARA, a distant state has no power to deny the school participation in USARA,
even if the school is violating USARA standards or the consumer protections in the distant state.
In addition, once a school is approved for participation, only the home state may decide to remove
an institution from USARA participation. While a distant state may contact the home state agency
and request removal, the final decision rests with the home state.

If a home state refuses to take an action requested by a distant state, the distant state may
ask the regional compact that administers USARA to review whether the home state has failed to
comply with USARA’s standards. If the regional compact determines that the home state is not
abiding by USARA, it could eject the state from USARA. If the regional compact determines that
the home state is abiding by USARA, the only other solution for the distant state is the even more
unlikely option: withdrawing from USARA, and thereby removing ALL that state’s schools from
USARA.

Thus, while reciprocity agreements reduce burdens for both institutions and states, they
can also lead to a race to the bottom as online institutions relocate to states with fewer student
protections or that are less likely to enforce school regulations. Meanwhile, other states are stuck
because they are unable to take any action against the school for a violation of state law or
USARA standards, including important enforcement actions such as prohibiting further
enrollment, putting a school on probation, or revoking approval. While the state can threaten to
withdraw from reciprocity altogether, the threat will ring hollow because its own institutions,
which benefit from the reciprocity, will vigorously oppose it. The state is trapped: a predatory
college is enrolling state residents and the school’s home-state regulator is not addressing the
problem, but the distant state is prohibited from acting due to the reciprocity agreement.

To prevent this problem, we recommend that the Department require reciprocity
agreements to allow states to take action against individual out-of-state schools for violations of
applicable state laws or USARA by following its own state law procedures, without having to
withdraw from USARA or rely on the home state’s process and determination.”® This change
actually strengthens the reciprocity agreement by making a race to the bottom less likely.

%6 See Attachment A, proposed § 600.2, definition of “state authorization reciprocity agreement”
subsection (c).



3. Recognizing that States May Have Legitimate Bases to Regulate For-Profits
Differently than Nonprofit and Public Schools (34 C.F.R. § 600.2)

As currently drafted, SARA ties every school across the country — public, nonprofit, and
for-profit — together in one agreement, with no way for a state to apply its laws and requirements
to address problems at a single abusive school or set of schools without causing a breach of the
entire agreement.

State and federal laws treat for-profit entities very differently from nonprofit and public
entities, recognizing that these legally distinct types of entities entail distinct legal concerns.
While the governing boards of for-profit entities may spend their revenue virtually without
restriction, including taking the money for themselves, the corporate structure of public and other
nonprofit entities is designed to provide built-in protections against self-interest. This structural
difference results in contrasting behavior by colleges, with for-profits far more likely to engage
in predatory practices.”’

Some states may wish to adopt reciprocity agreements that recognize the approval of
public and/or non-profit colleges by other states. So far, however, USARA has adopted the
fiction that for-profit institutions are the same as nonprofit and public institutions, and it prevents
states from making this distinction. For example, if a company based in Nevada is abusing
California’s online students, and if Nevada’s authorities are not adequately responding,
California’s only option would be to withdraw completely from USARA for all schools. Because
of the implications of a sudden withdrawal for the nonprofit and public school systems, it is
inconceivable that a state like California would ever withdraw. As a result, the Nevada school
would be untouchable by California, and California’s students would be left unprotected.

States should not be forced by a reciprocity agreement to accept all of a state’s approvals
without regard to sector. We recommend that the Department adopt a provision that would
require that reciprocity agreements allow states to adopt reciprocity for public and nonprofit
colleges without automatic inclusion of for-profit companies.

4. Preventing Fraud Through Occupational Programs that Fail to Meet State
Licensing Requirements (34 C.F.R. §§ 600.9(¢c)(2) and 668.50)

The Department proposes disclosure requirements to address situations in which a
college’s program does not satisfy the occupational licensing or prerequisites in the state where
the student lives. In these situations, however, disclosure is not an adequate solution. The
proposed disclosure requirement unfairly places the burden on a student to protect herself from
fraudulent representations regarding a program’s likelihood to lead to a licensed occupation.

This is unrealistic for vulnerable students who often face high-pressure sales tactics, a large stack
of papers to read and sign with very little time for review, and a barrage of oral
misrepresentations.

*7 See also Attachment B, Ensuring Educational Integrity at 23-24.
% See Attachment A, proposed § 600.2, definition of “state authorization reciprocity agreement”
subsection (b).
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The only way to adequately protect such students is to prohibit using Title IV funds for
programs that do not meet state licensure requirements for the subject occupation. We
recommend that the Department enact this prohibition, allowing for exceptions for students who
state, in their own words, the reason they wish to enroll despite the licensure issues (for example,
an intention to relocate).”’

Under no circumstances should the Department allow schools to place borrowers deep
into debt for an occupational program that does not meet licensure requirements for the student’s
state of residence. Such an expenditure of funds makes no sense and is a waste of taxpayer
money. For those few students who wish to enroll despite the licensure issues, schools can easily
obtain a statement from those students.

5. Ensuring the Effectiveness of Disclosures (34 C.F.R. § 668.50)

Too often, problems that have been identified by states and accrediting agencies are not
known to students or to consumers considering enrolling at a college. We support the
Department’s intention to address this information gap by requiring disclosure of adverse actions
by states and accrediting agencies, among other information.

Disclosure, however, is frequently not effective because of the method or timing of
delivery, the use of jargon or legalistic language, the format of the disclosure, its level of
readability, or an overwhelming amount of information. This is an especially critical issue with
respect to the proposed disclosures, as they involve difficult and complicated information
regarding state authorization reciprocity agreements, adverse actions, and state licensing
requirements. Unless the Department carefully formats and tests these disclosures, they are
unlikely to be helpful to students.

In order to ensure that these disclosures effectively communicate the most crucial
information to prospective students, we recommend that the Department include a new
provision that:

e Ensures accuracy by prescribing the form and format of the disclosures;
e Requires clear and concise disclosures;
e Requires that the disclosures be provided to prospective students at an appropriate time
and location; and
e To ensure that all prospective students can understand the importance of the information
. . . th 30
provided, requires the disclosures be readable at a 6™ grade level.

In addition, we recommend that the Department test the disclosures for comprehension by
consumers who have education levels similar to the prospective students who are likely to
receive the disclosures.

¥ See Attachment A, proposed § 600.9(c)(2).
3% See Attachment A, proposed § 668.50(d).
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Conclusion

Thank you for consideration of these comments. We welcome any opportunities to work
with the Department in strengthening protections for borrowers. If you have any questions about
these comments, please contact Robyn Smith (rsmith@]lafla.org).
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ATTACHMENT A
Recommended Revisions to Proposed Regulations

Additions to the NPRM language are underlined and deletions are stricken-eut.

Amend § 600.2

State authorization reciprocity agreement. An agreement between two or more States that
authorizes an institution located and legally authorized in a State covered by the agreement to
provide postsecondary education through distance education or correspondence courses to
students in other States covered by the agreement without having to obtain initial approval to
operate in the other States and that and-which-doesneot prohibit-aparticipating Statefrom
enforemngits-own (a) does not require a State to waive its laws of general application or its
specific consumer protection laws as to an institution’s offering or providing distance
education in that State: (b) allows a State to include within the agreement any one or more of
the following types of institutions: nonprofit, proprietary, or public; and (c) allows a state to
take action pursuant to the State’s laws regarding an institution for violation of the State’s
laws of general application or specific consumer protection laws, notwithstanding the

institution’s approval under a reciprocity agreement.

Specific consumer protection laws. State laws or regulations specifically applicable to
institutions regarding disclosures, the contents of any documents provided to students,
prohibited practices, refunds, cancellation rights, student protection funds or bonds, private
causes of action, and student complaint standards and procedures.

Laws of general application. State laws or regulations, including general consumer
protection laws, that apply generally to persons, businesses or individuals within the State’s

jurisdiction.

Amend § 600.9(c)(1)

(1) If an institution described under paragraph (a)(1) of this section offers postsecondary
education through distance education or correspondence courses to students in a State in
which the institution is not physically located, or in which the institution is otherwise subject
to that State’s jurisdiction as determined by that State, except as provided in paragraph
(c)(1)(i1) of this section, the institution must satisfy meet-any-state-one of the following
criteria requirements-for it to be legally offering postsecondary distance education or
correspondence courses in that State:-

(A) the institution must meet the requirements of paragraph (a) in the State in which it offers
postsecondary education through distance education or correspondence courses; or

14



(B) the institution must be legally authorized to operate in a State where it is physically
located, provided that (i) the institution remains subject to specific consumer protection laws
and laws of general application of the State where the student resides; (ii) the State where the

student resides may take any appropriate action regarding the institution; and (iii) the
institution is subject to a complaint procedure of the State where the student resides and the

complaint procedure meets the requirements of paragraph (a)(1).

The institution must, upon request, document to the Secretary the State’s approval.

(i1) If an institution described under paragraph (a)(1) of this section offers postsecondary
education through distance education or correspondence courses to students in a State in
which the institution is not physically located and which-that participates in a State

authorization reciprocity agreement, and the institution is covered by such an agreement, the
institution is considered to meet State requirements for it to be legally authorized to

offer efferingpostsecondary distance education or correspondence courses in the State in
which it lacks a physical presence-, provided the institution remains subject to a complaint
procedure of the State where the student resides and the complaint procedure meets the
requirements of paragraph (a)(1).

The institution must, upon request, document to the Secretary the State’s approval.
Add a new § 600.9(c)(3)

If an institution described under paragraph (a)(1) of this section offers postsecondary
education through distance education or correspondence courses, its programs must meet the
applicable educational prerequisites for professional licensure for the occupation for which
the program prepares students to enter, in the student’s state of residence, unless prior to

enrollment the student affirmatively states in writing, in the student’s own words, that the
student knows that the program does not meet the state licensure requirements, and explains

the reason the students seeks to enroll in the program.

Add § 668.50(d)

(d) Disclosures regarding adverse actions initiated by a State or accrediting agency shall be
prominent, clear and concise, and in the location, form and format which the Secretary may
prescribe. The Secretary shall ensure that the disclosures are readable at a 6th grade level.
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EXECUTIVE SUMMARY

The need for strong state oversight of the for-profit higher education sector has never
been greater. Increasing numbers of state and federal investigations have revealed the
widespread use of deceptive and illegal practices throughout the sector, including by
large accredited schools owned by Wall Street investors. After being subjected to these
deceptive practices, hundreds of thousands of students enrolled in inferior educational
programs and ended up with nothing but debt. Despite this mounting evidence, few
states have strengthened their oversight of the for-profit school industry since the
publication of National Consumer Law Center’s 2011 report, State Inaction: Gaps in State
Owersight of For-Profit Education.

Although the federal government’s continued efforts to enact minimum gainful employ-
ment standards are an important development, these standards will not be sufficient to
prevent the abuses of the for-profit school industry. The state oversight role is critically
important to ensuring that all students who invest in and work hard at a postsecondary
education will end up with the skills and knowledge they need to improve their lives
and the futures of their families. When the federal government recently enacted state
authorization regulations, it recognized this critical state role and reemphasized that
states are primarily responsible for school oversight and student protection.

Lax state oversight must end. This report describes ten key recommendations that states
may use to develop stronger for-profit school oversight laws and agencies. If imple-
mented, these changes will go a long way towards preventing abuses and making the
for-profit higher education more accountable to states, students, and taxpayers.

Key Recommendations

1. Eliminate reliance on accreditation as a substitute for oversight and require
all accredited and unaccredited schools to comply with minimum standards
and consumer protections.

As of July 2013, at least 33 states applied lenient standards or granted some type of
exemption or automatic approval to accredited for-profit schools. Yet, because accred-
ited schools are the only schools eligible for federal financial aid, it is these schools’
deceptive practices that tend to cause the greatest financial harm to the largest number
of students. States should therefore subject all unaccredited and accredited schools,
including schools that are nationally or regionally accredited, to rigorous minimum
standards and consumer protection requirements.

2. Increase oversight of schools exclusively offering onlineldistance education
programs.

Although distance education is now the fastest growing segment of higher education,
few states have broadened their laws to cover out-of-state schools that exclusively offer
distance education. This has left growing numbers of students vulnerable to fraud,
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as many of the largest for-profit distance education schools are owned by the same
companies that have been the subject of multiple law enforcement investigations. States
should protect students by expanding oversight laws to include for-profit schools that
exclusively offer online programs. In addition, before signing onto multi-state reciproc-
ity agreements, states should demand that those agreements, at a minimum, allow states
to apply their own consumer protections to distance education schools.

3. Establish and enforce meaningful minimum performance standards as
requirements for state approval.

The ability of a school to produce good results is a clear indication that it is not likely to
be engaging in deceptive practices. To protect students from low-quality and deceptive
for-profit schools, states should require schools to maintain minimum completion and
job placement rates as a condition of state approval. To prevent schools from manipulat-
ing and inflating these rates, which has been a common practice, state law should clearly
define these rates and mandate that the oversight agency implement a program for
auditing them.

4. Focus increased supervisory and enforcement resources on for-profit schools
at risk of deceiving students.

Many state oversight agencies lack sufficient funding to regulate for-profit schools
effectively. Although increasing agency funds is one solution, agencies should also focus
their limited resources on for-profit schools that are most likely to harm students. State
law should require oversight agencies to develop specific criteria and procedures for
identifying and investigating schools that may be engaging in systemic legal violations.
The report includes a summary of specific criteria agencies could use to identify problem
schools (see page 66).

5. Require a fair and thorough process for investigating and resolving student
complaints.

Students who are harmed by for-profit schools have few ways to seek relief. As a result,
schools rarely face consequences for illegal practices. It is therefore critical that state law
require the oversight agency to accept, investigate and resolve student complaints. The
report provides a list of key components for a fair and thorough state complaint procedure
(see page 67). To ensure it has sufficient investigative resources, state law should also
require the agency to expend at least 60% of its budget on investigation and enforcement.

6. Establish an independent oversight board to increase public accountability.

States without an independent oversight board should consider establishing one to
increase public accountability, and therefore the effectiveness, of the state agency
responsible for regulating for-profit schools. Because a public board is in a position to
constantly pressure an agency’s staff to perform its statutory obligations, the creation of
a board may lead to a more effective oversight agency as long as it is not dominated by
institutional (school) representatives.
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7. Prohibit domination of the oversight board by the for-profit school industry.

State boards dominated by educational institutions can seriously undermine the work of
oversight agencies. States should therefore eliminate laws that require or allow the for-
profit school industry or educational institutions to comprise the majority of oversight
boards. State laws should also require a fair mix of school, employer, student, consumer
advocate, public, and law enforcement representatives on oversight boards and prohibit
licensed institutions from comprising a majority, including when vacancies exist.

8. Assign responsibility for all for-profit school oversight to one agency with
expertise in consumer protection and for-profit business regulation.

The combination of postsecondary education with a profit-seeking enterprise creates

a unique oversight challenge. Not only must the regulatory agency have the expertise
necessary to evaluate higher education institutions, it must also have the specialized
expertise necessary to handle investigations of for-profit businesses and enforce con-
sumer protections. Furthermore, only one agency should oversee all for-profit schools.
Spreading oversight among different agencies weakens the state’s ability to protect
students. States should therefore vest all for-profit school oversight in a single agency
with expertise in investigative procedures and consumer protection, as well as higher
education.

9. Provide a clear mandate that the state agency’s primary duty is consumer
protection.

State law must provide a clear mandate that the only or primary purpose of the over-
sight statute and agency is ensuring educational quality and consumer protection.
Conflicting purposes or the failure to state any purpose can cause confusion among
staff about an agency’s mission, provide the industry with an inappropriate level of
influence over the agency, and cause the agency to neglect its consumer protection and
oversight role.

10. Eliminate sunset provisions in for-profit school oversight statutes.

Sunset provisions, which provide for the automatic termination of a statute and over-
sight agency on a set date unless extended by the state legislature, should be eliminated
from for-profit school oversight statutes. They can cause great harm if an agency is
terminated. They also give the for-profit industry an opportunity to either water down
standards or prevent the extension of a state law and agency. Rather than provide for
the automatic termination of an oversight statute, state law should provide for periodic
legislative reviews. Legislatures should affirmatively decide that an agency is unneces-
sary before that agency and its authorizing statute are terminated.
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STATE ATTORNEY GENERAL INVESTIGATIONS AND LAWSUITS

L-I

Since 2004, 27 state attorneys general
and 5 federal agencies have initiated
multiple investigations of and lawsuits
against accredited for-profit schools. This
map shows the number of state attorneys
general actions per state,” but does not
include information about the federal

actions. The high number of investigations l

and lawsuits shows the urgent need for

aggressive state action to rein in for-profit
school fraud. Yet state legislatures and
oversight agencies have done little to

prevent abuses and help the hundreds of
thousands of citizens harmed.

(See Appendix A on page 38 for

specifics on each state as well as

actions taken by federal agencies)

Il I I .
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AGAINST FOR-PROFIT SCHOOLS (2004 - MAY 2014)

“This map is based on a survey of government lawsuits against and investigations of for-profit schools between
» 2004 and 2014, based on media reports, school announcements, or publicly available information from govern-
ment agencies or courts. It is not a comprehensive map of all government actions and investigations initiated
a against for-profit schools during that period.
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INTRODUCTION

The proliferation of recent law enforcement actions demonstrates that many for-profit
schools target low-income students with deceptive high-pressure sales techniques.
Despite this evidence, state governments continue to neglect their duty to protect
students. Since the National Consumer Law Center (NCLC) published its State Inaction:
Gaps in State Oversight of For-Profit Higher Education report in 2011,! most states have
failed to strengthen their oversight laws to crack down on illegal conduct in the
for-profit industry.

Recent investigations by state and federal authorities have exposed numerous for-profit
school abuses, many tied to the rapid increase of student borrowing, the aggressive
push for growth, and the proliferation of large Wall Street-backed public companies. In
July 2012, the U.S. Senate Committee on Health, Education, Labor, and Pensions (Senate
HELP Committee) issued a report that highlighted widespread problems throughout the
for-profit higher education sector.? Among other findings, the Committee focused on the
huge investment of taxpayer dollars in the industry, predatory recruiting, low comple-
tion rates, billions of dollars diverted to marketing and executive salaries, and gaming
of the regulatory system to maximize profits. State and federal law enforcement actions
have also highlighted the industry’s common use of high pressure recruiting methods
that involve inflated job placement rates and misrepresentations about graduate wages,
the transferability of credits, and the employability of graduates in occupations that
require licensure.

A Gathering Storm: The Growing Numbers of Government Lawsuits
and Investigations Involving For-Profit Schools

2014

0 2 4 6 8 10 12 14 16 18 20
Number of investigations/lawsuits

Sources: See Appendix A
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Protecting consumers from these practices requires more aggressive action by states.
The stakes are high. Schools that get away with fraud and deception damage the long-
term economic stability of student loan borrowers and their families. Borrowers seeking
to better their lives are left with nothing but worthless credentials and mountains of
debt. Those who default face a lifetime of ruined credit and the constant threat of wage
garnishment, tax refund seizures, and Social Security offsets. In addition, student loan
defaults damage credit ratings and impact the ability of borrowers to rent or buy homes,
purchase cars, obtain affordable credit, and find employment. Ultimately, by failing
large numbers of low-income students, the substandard educations and deceptive prac-
tices of for-profit schools are a drag on the larger economy.

The mounting evidence of continued abuses in the for-profit education sector demon-
strates the urgent need for stronger state oversight of for-profit schools of all kinds:
degree and non-degree granting, accredited and unaccredited, brick-and-mortar and
online, and small schools and large national chains. This report focuses on how states
can do a better job of reining in these abuses and protecting students. It is meant to assist
state lawmakers, state agency staff, and student and borrower advocates in their efforts
to enact laws and regulations that will increase the effectiveness of the state agencies
charged with oversight of the for-profit school industry.

An Unregulated For-Profit School Industry Reinforces Economic and
Racial Inequality

A disproportionate number of for-profit school students are low-income students and
students of color. For-profit schools also target veterans, working parents, first gen-
eration students, and non-English speaking students. These students are more likely
than their public or private nonprofit school counterparts to drop out, incur enormous
student debt, and default on this debt. By failing to properly regulate for-profit schools,
states are failing these students and helping to create a higher education system that
reinforces economic inequality.

How For-Profit Schools Are Failing Their Students

DEFAULT RATE
GRADUATION PERCENT OF AVERAGE STUDENT WITHIN FIRST
FOUR-YEAR PERCENTAGE GRADUATES WITH LOAN DEBT AT 3 YEARS OF
COLLEGES WITHIN 6 YEARS STUDENT LOANS GRADUATION REPAYMENT
For-profit 32% 88% $39,950 22.8%
Public 57% 66% $25,550 13.0%
Private 66% 75% $32,300 8.2%

Sources: U.S. Dept. of Educ., Nat’l Center for Education Statistics, “The Condition of Education 2014,” NCES
2014-083 (May 2014); The Institute for College Access & Success, “Quick Facts About Student Debt” (Mar.
2014); and U.S. Dept. of Educ., “National Default Rate Briefings for FY 2011 2-Year Rates and FY 2010 3-Year
Rates” (Sept. 30, 2013).
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Many low-income for-profit school students have shared their stories with NCLC’s Student
Loan Borrower Assistance Project. The following description is typical of those we hear

from students:

“Before I started my education, I was told by the recruiters that all their students found jobs
after graduation. They said that they have job placement program that will help you find
jobs. . .. [Tlhe [for-profit school] did not help me find a job like they said. They send out
weekly emails with job offers but the jobs are not even in our fields. . . . For the past 3 years,
I've been trying to find a job in my field but I have no luck.”

— K.T., California

K.T. attended a nationally accredited for-profit school owned by a large publicly traded
company. He now owes $59,000 in federal and private student loans.

In the 2011-2012 school year, 28% of African Americans and 15% of Latinos attending
four-year institutions enrolled in a for-profit school, compared to 10% of whites.? The
two top producers of bachelor’s degrees for African American graduates in 2011 were
for-profit schools: the University of Phoenix (UOP) and Ashford University (offering
online programs). Similarly, UOP Online was the second top producer of bachelor’s
degrees for Latino graduates in 2011-12. Although the UOP Online was the top pro-
ducer of bachelor’s degrees for white graduates, it accounted for only 2% of total white
graduates, while the percentages for African Americans (6.4% from UOP and Ashford
combined) and Latinos (2.5% from UOP Online) were higher.* Because for-profit col-
leges tend to be more expensive than other schools, African-American and Latino
students who attend them become more indebted than their peers at other schools and
typically take on more debt than their white counterparts.

How For-Profit Schools Are Failing
African American and Latino Students

Top Producers of Bachelor’s Degrees
and Percentage of Degrees per Race

(4-year Colleges, 2011-2012 School Year) (2011-2012 School Year)
SHARE OF EACH SHARE OF EACH #1 #2
GROUP’S TOTAL FOR- GROUP TAKING OUT
PROFIT COLLEGE STUDENT LOANS AT African University of Phoenix Ashford University
ENROLLMENT FOR-PROFIT SCHOOLS American (4%) (2.4%)
African 28% 78% Latino Florida International Univ. of Phoenix Online
American University (2.5%)
(4%)
Latino 15% 79%
White Univ. of Phoenix Online Ohio State University
White 10% 73% (2%) (1%)

Sources: Calculations by NCLC using data from Dept. of Educ., Integrated Post-secondary Education Data System (IPEDS), 12-month
enrollment, unduplicated head count, 2011-2012 school year, and number of students receiving bachelor’s degrees by race/ethnicity,
2011-12 school year; data from Dept. of Educ., 2011-2012 National Postsecondary Student Aid Study, all federal and non-federal loans
excluding Parent PLUS loans; and data from Dept. of Educ., Nat’l Center for Educ. Statistics, Digest of Education Statistics: Advance
Release of Selected 2013 Digest Tables, Table 322.20.
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Stronger minimum standards and tougher regulation of the for-profit school sector are
necessary to protect the poorest Americans who seek college credentials. Some for-profit
schools, however, claim that strong oversight penalizes them for providing minority and
low-income students with access to educational opportunities. They essentially claim the
high default and low-graduation rates result from the demographics of the populations
they serve, not from their failure to provide quality educations.

Strong state oversight will not penalize for-profit schools that enroll students of color and
low-income students through fair and honest business practices. Instead, we recommend
that agencies focus their investigative resources on schools that make false promises and
provide inferior educations. The minority and low-income students who attend for-profit
schools deserve access to quality educations that provide a real opportunity to succeed.
They deserve state oversight agencies that will investigate their complaints and, when vio-
lations are discovered, order the school to provide relief and take other appropriate action.

For-profit schools also claim they are no different from private nonprofit schools and
should therefore be subject to the same standards. For-profit and nonprofit schools,
however, have different legal obligations that lead to different motives and behaviors.
Nonprofit schools are charitable organizations that have an obliga-

tion to achieve a philanthropic educational mission. They are barred

f distributi to the individuals wh i -
rom distributing excess revenues to the individuals who are in con Between 2000 and
trol of the school and are required to reinvest excess revenues back
into the nonprofit business. For-profit schools, on the other hand, 2009, undergraduate
are not so constrained. They have a legal obligation to maximize enrollment at 4-year
and distribute profits and owe their highest fiduciary to owners and degree-granting for-profit

shareholders.® To keep stock prices high and satisfy shareholders, .
publicly traded companies must demonstrate constant growth schools increased by
in profits. 470%, while enroliments

For-profit schools” unique conflict between distributing profits increased by only 19%
and educating students is demonstrated by the rapid growth of at private nonprofit

the for-profit education sector during the 2000s. Between 2000 and schools and 30% at
2009, undergraduate enrollment at 4-year degree-granting for-profit
schools increased by 470%, while enrollments increased by only
19% at private nonprofit schools and 30% at public schools.® Enroll-
ments at all for-profit schools increased from 766,000 in 2001 to 2.4
million in 2011.7 This rapid increase was due, in large part, to the availability of federal
tinancial aid and increasing market domination by regionally and nationally accred-
ited chains, many with stock shares traded on Wall Street. By 2009, at least 76% of the
students enrolled in for-profit schools were attending schools that were either publicly
traded or owned by private equity firms.®

public schools.

The conflict between serving investors versus serving students is also demonstrated by
for-profit education companies’ excessive marketing expenditures. The 30 companies
investigated by the Senate HELP Committee spent a combined total of 42.1% of all
revenue on marketing and profit (22.7% on marketing, advertising, recruiting, and

©2014 National Consumer Law Center www.nclc.org Ensuring Educational Integrity m 11



The 30 for-profit education
companies investigated
by the Senate HELP
Committee spent an
average of only $2,050
per student on instruction
in 2009, compared

to $7,239 at degree-
granting public schools
and $15,321 at degree-
granting nonprofit schools.

admissions staffing; 19.4% on pre-tax profit), while they spent

only 17.2% on instruction.’ The companies spent an average of
only $2,050 per student on instruction in 2009, compared to $7,239
at degree-granting public schools and $15,321 at degree-granting
nonprofit schools.!” As just one individual example, Apollo Group,
Inc., the owner of University of Phoenix (UOP), spent $2,225 per
student on marketing, but only $892 per student on instruction.! In
December 2012 UOP was spending as much as $380,000 per day on
Internet advertising.!?

For-profits schools’ fiduciary duty to maximize profit and demon-
strate consistent growth can cause them to focus on pursuing fed-
eral financial aid dollars through increased enrollments rather than
on delivering high quality educational programs. Unfortunately,

as demonstrated by the proliferation of recent law enforcement
actions, this focus on generating ever-growing revenues leads too
many schools to engage in deceptive high pressure sales techniques

12 m Ensuring Educational Integrity

while neglecting their educational mission. Strong state oversight
is necessary to counter-balance the incentives created by the legal duty to generate and
distribute profits to owners—a duty that does not exist in either the public or private
nonprofit education sectors.

States’ Neglect of Their Primary Responsibility for School Oversight and
Consumer Protection

Title IV of the Higher Education Act (HEA) provides for the regulation of postsecond-
ary institutions through three different entities — the federal government, accrediting
agencies, and states.!® The HEA envisions complementary purposes for each member
of this “triad.” While the U.S. Department of Education is responsible for “protecting
the administrative and fiscal integrity of the federal student aid programs,” accredit-
ing agencies are responsible for assuring academic quality.!* Primary responsibility
for approving and overseeing schools and protecting students from abusive for-profit
school practices is left to the states.

The HEA does not include any minimum requirements for state consumer protection
oversight. Instead, it simply provides that to be eligible for Title IV funding, an institu-
tion must be “legally authorized” by the state to provide a program of postsecondary
education.!® Due in part to this lack of specificity, many states have come to view con-
sumer protection as a federal and /or accrediting agency responsibility. As a result, as
described in our 2011 State Inaction report, many states have abdicated their consumer
protection role with respect to for-profit schools.

In 2011, due to concerns about some states” decisions to defer oversight to accrediting
agencies, the Department enacted new “state authorization” regulations to ensure that
states exercise some level of oversight.!” In doing so, the U.S. Department of Education
reaffirmed that states are “key participants” of the regulatory triad, stating “the States

©2014 National Consumer Law Center
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State Governments (Protect consumers, impose minimum
standards, prohibit deceptive business
practices, approve schools, and
monitor compliance with the law.)

The
Higher Education
Regulatory Triad

Federal Government Accrediting Agencies

(Protect administrative and (Certify academic quality
fiscal integrity of federal and help schools meet
student aid programs.) educational guidelines.)

Source: Rebecca Skinner, Institutional Eligibility in Title IV Student Aid Programs Under the Higher Education Act:
Background and Reauthorization Issues, Congressional Research Service Report RL33909 (Mar. 9, 2007)

should retain the primary role and responsibility for student con-
sumer protection against fraudulent and abusive practices by some There is a reason that
postsecondary institutions.”18

both Congress and the
There is a reason that both Congress and the U.S. Department of U.S. Department of
Education have explicitly left the student protection role to the states:
Neither accreditors nor the federal government are equipped to ensure
consumer protection. Accreditation is a voluntary peer-review pro- left the student protection
cess that focuses on helping colleges improve when they fail to meet role to the states:

agency guidelines, not on enforcing false advertising and consumer Neither accreditors nor
protection laws.' The only “enforcement” tool available to an accred-

itor is de-accreditation, which accreditors rarely use. The federal gov- the federal government
ernment focuses on safeguarding taxpayer dollars and administering are equipped to ensure
federal financial aid programs, not on protecting students. consumer protection.

Education have explicitly

State governments, on the other hand, are in the best position to

monitor the everyday practices of for-profit schools and take action

when those schools are harming students. States have the broadest legal authority to do
so, are more accountable to the public, and are in closer proximity to the schools. While
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some states do a better job of regulating for-profit schools than others, all state agen-
cies and oversight laws need improvement. It is only through strong state action that
for-profit schools will be held accountable for the deceptive practices that are rampant
within the industry.

Powertful For-Profit School Lobby Has Successfully Weakened State Laws and
Oversight Agencies

Since NCLC issued the State Inaction report in 2011, most state governments have failed
to strengthen state for-profit school oversight. This is shocking, given the growing number
of government investigations and lawsuits. Why are states unable or reluctant to act?

There may be a number of reasons. But the power of the wealthy for-profit school lobby
is certainly one of the factors. The for-profit school industry has spent millions of dollars
to fund lobbyist and campaign contributions.?

For-profit schools have convinced many state governments to weaken state oversight in
a number of ways, including by:
= allowing schools to dominate governing boards and commissions;

= investing oversight in agencies that lack sufficient expertise in regulating for-profit
businesses and evaluating higher education institutions;

= enacting sunset provisions providing for the automatic termination of oversight
statutes and agencies;

= exempting accredited schools or granting them approval based only on their
accreditation;

= exempting schools which exclusively offer online education;

= failing to target stringent standards and sufficient resources towards for-profit
schools;

= preventing the collection of adequate fees to fund agency oversight;

= removing well-defined minimum performance standards for continued licensure;
and

= preventing agencies from actively investigating student complaints, taking action
against schools that violate state law, and providing relief to harmed students.

It is past time for states to reverse this trend and strengthen for-profit school oversight.
This report gives ten key recommendations that advocates, lawmakers, and agency
staff may use to develop more effective for-profit school oversight agencies, laws, and
regulations.
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RECOMMENDATIONS

The following ten recommendations can help states to develop stronger for-profit school
oversight laws and agencies. If implemented, these changes will deter abuses and make
for-profit higher education more accountable to states, students, and taxpayers.

1. Eliminate Reliance on Accreditation as a Substitute for Oversight and
Require All Accredited and Unaccredited Schools to Comply With Minimum
Standards and Consumer Protections

Because accredited schools are the only schools eligible for federal financial aid, it is
these schools” deceptive practices that tend to cause the greatest financial harm to the
most students. The majority of recent government actions and investigations concerning
deceptive for-profit school practices have focused on accredited schools (see Appendix
A). For these reasons, states should not limit their oversight to unaccredited for-profit
schools. They should subject all accredited and unaccredited schools to rigorous over-
sight and consumer protection requirements, such as refund, cancellation, and student
recovery fund provisions.

There are generally two types of institutional accreditation. Historically, regional
agencies accredited degree-granting, nonprofit higher education institutions that were
mainly academically oriented. They only accredited schools within their geographic
regions. National accreditation, in contrast, was not based on geography. National agen-
cies primarily accredited non-degree granting for-profit schools that offered vocational,
career, or technical programs.

According to our review of state laws, as of July 2013 at least 33
states applied lenient standards or granted some type of exemption
or automatic approval to accredited for-profit schools.?! Of these,
many treat schools accredited by one of the six regional accredit-
ing agencies with greater leniency than unaccredited or nationally schools, including
accredited schools. In California, for example, the current law both accredited and
exempts all regionally accredited institutions from oversight and .
most consumer protections.?? The law further provides for the unaccredited schools,
approval of schools by means of national accreditation, although to oversight and strong
nationally accredited schools are subject to all minimum standards consumer protection
and consumer protections.?® Only unaccredited schools are subject
to full oversight in California.

State agencies should
subject all for-profit

requirements.

States exempt regionally accredited schools based on mistaken

assumptions, including that: (1) regional accreditors have rigorous standards and pro-
cesses; and (2) regionally accredited degree-granting schools are less likely to engage in
fraud. Historically the latter may have been true when the for-profit school industry was
concentrated in nationally accredited non-degree vocational programs. However, times
have changed. Now, for-profit schools are some of the largest regionally accredited
degree-granting institutions in the country.?*
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Furthermore, accreditation does not pro-
vide any guaranty that for-profit schools
will refrain from misleading students. As
detailed in the 2012 report of the Senate
Health, Education, Labor, and Pensions
Committee, a number of characteristics

Accredited For-Profit School Leaves
Student Worse Off

S. I. from Louisiana attended a regionally accredited
for-profit school owned by a large publicly traded
company.

“I have been a pharmacy technician for over 20
years. At age 35, | [enrolled in a for-profit school]

. . . hoping to earn a better job and a better
income. . . . | graduated . . . in April 2010, with a
bachelor of business administration degree. . . .
Unfortunately, earning my degree has sent my

life in a downhill spiral. | have been unable to

find employment with my business degree. . . . In
addition, | have only been able to find temporary
and part time work as a pharmacy technician [and] |
have to communte nearly 200 miles for this current
job. I can not find work where | live.

[The for-profit school] simply taught text book
material. They did not teach the hands on skills
needed to find employment, such as MS Excel
and analyzing business data. [The school] does
not provide assistance with internships [or] job
place[ment]. When | notified [my campus] that |
was unable to find employement with my . . .
degree they did not return my phone calls.

[M]y student loan debt has left a tremendous bruise
on my personal life. [My boyfriend] has given me
shelter through [my] unemployment and he is the
only reason | am not homeless at this point. | . . .
spend $400 to $600 monthly [on] my 200 mile
commute to my present employer. . . . Sometimes,
| try to save money on lodging . . . by sleeping in
my car. The loan payment on [the private loan my
boyfriend] co-signed . . . is $200 monthly. . . . After
these expenses, | have little money for food clothes
and medical expenses. If my wages are garnished |
will not have money to commute to work. | obviously
made a grave mistake going to college and trusting
my future with our nation’s higher educational
system.”

16 m Ensuring Educational Integrity

incline both regional and national accrediting
agencies towards leniency with their member
schools.”® Both are financially dependent
on the schools they accredit. Both types of
accrediting agencies use a peer review pro-
cess in which the very people who review
schools and decide whether to grant or
deny accreditation are elected by and come
from other institutions accredited by the
same agency. Rather than policing schools’
compliance with laws regarding false
advertising, recruiting practices, and mini-
mum standards, both types of accrediting
agencies focus on helping colleges improve
when they fail to meet agency benchmarks.
After reviewing the track record of a
number of national and regional accredit-
ing agencies, the 2012 Senate HELP Com-
mittee report concluded that accrediting
agencies’ structures and processes expose
them to manipulation by institutions that
are “more concerned with their bottom line
than academic quality and improvement.”?

Some states are reevaluating their laissez-
faire policies due to new state authorization
requirements enacted by the U.S. Department
of Education in 2011.% These regulations
explicitly provide that accredited for-profit
schools are not eligible for Title IV financial
aid if they are “exempt from the State’s
approval or licensure requirements based on
accreditation.”? A school is eligible only if (1)
the authorizing state has a process to review
and act on complaints about the school; and
(2) the school is “approved or licensed by the
State to offer programs beyond secondary
education.”? Although the U.S. Department
of Education has provided little guidance
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on what level of review a state must perform before approving a school, it expects the
state “to take an active role in approving an institution and monitoring complaints . . .
and responding appropriately.”3°

Despite the Department of Education’s intent to require more active state oversight,
there is a danger that states will continue to subject accredited for-profit schools to lower
standards, fewer or no consumer protections, and little or no review. For example, the
California Legislative Analyst’s Office recently issued a report recommending that the
legislature (1) exempt regionally accredited schools from education program reviews
and general operation reviews; and (2) exempt nationally accredited schools from the
“education-review components” of the California agency’s on-site inspections.’!

Every single school listed in Appendix A’s chart of 61 government investigations and
lawsuits is either regionally or nationally accredited. The majority of the alleged abuses
in each case occurred while these schools were accredited. Accrediting agencies are
clearly not capable of protecting students from abusive marketing and other business
practices. State agencies should subject all for-profit schools, including both accredited
and unaccredited schools, to oversight and strong consumer protection requirements.

2. Increase Oversight of Schools Exclusively Offering Online/Distance
Education Programs

Distance education is now the fastest growing segment of higher education.>> While
the growth of distance education is inevitable and appropriate in many circumstances,

Largest Online Colleges Involved in Government Investigations
(2004-2014)

ONLINE STUDENT

NATIONWIDE HEADCOUNT NUMBER OF
RANK BY SCHOOL AND (2012-2013 LAWSUITS AND
HEADCOUNT OWNER SCHOOL YEAR) INVESTIGATIONS
1. University of Phoenix Online, 270,000 6
Apollo Group, Inc.
3. Ashford University, Bridgepoint 89,000 4
Education, Inc.
5. Kaplan University, Kaplan Inc. 48,000 3
11. DeVry University, DeVry, Inc. 34,000 3
13. Corinthian Colleges, Inc. 30,000 12
14. Education Management Corp. 30,000 6
16. Colorado Technical University 20,000 5

Online, Career Educ. Corp.

Source: “Top 20 Online Colleges and Universities by Headcount,” www.eduventures.com (Jan. 16, 2013); see
Appendix A for information about government investigations and lawsuits.
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Lack of State Oversight of Online and
Distance Education Programs Leaves
Borrowers to Fend for Themselves

In 2010, S.B. had been unemployed for more than six
years. A single mother of four living in California, she
was attracted to an advertisement about a business
associate degree program. The program was offered
online by a for-profit school headquartered in Virginia.
S.B. called the school and sighed an enrollment
agreement several days later. After enrolling, S.B.
discovered that her home Internet connection did

not work well enough for participation in the online
program. She informed the college by phone and

in writing of her decision to cancel her enrollment
agreement. She had never attended a single class or
even logged onto the school’s website.

In mid—2014, S.B. received a call from a lawyer. The
lawyer told S.B. that if she didn’t agree to start making
monthly payments, her wages would be garnished.
S.B. was surprised and discovered that, although she
had not been served with any complaint, a default
judgment of $3,000 had been entered against her.
The plaintiff was a debt buyer that claimed it bought
and was enforcing a debt S.B. owed to the college.

Because it has no physical presence in California,

the college is exempt from oversight by the Bureau

for Private Postsecondary Education. It is also not
required to comply with California’s 7-day cancellation
law, which allows students to cancel within 7 days and
receive a 100% refund. In addition, because the college
is an accredited school that has existed in Virginia for
over 10 years under the same ownership, it is exempt
from oversight by the State Council of Higher Education
for Virginia. With no oversight agency to which she may
address a complaint, S.B. has sought the assistance of
a legal aid attorney.

distance education students are equally
deserving of state protection from decep-
tive for-profit school practices. Allowing
the for-profit distance education sector to
remain unregulated will leave students
extremely vulnerable to low quality online
programs and fraud. Now that a significant
number of students are enrolling in online
education programs offered by for-profit
education companies, states should expand
oversight to include for-profit schools that
exclusively offer online programs.

There is no reason to believe that for-profit
distance education schools are less likely to
engage in the types of deceptive practices
used by for-profit brick-and-mortar schools.
A majority of distance education schools
are owned and operated by the same for-
profit school companies that are the subject
of multiple law enforcement investigations.
The 2012 Senate HELP Committee inves-
tigation detailed misleading practices at
schools owned by all of these corporations.
In addition, both Bridgepoint Education,
Inc. and Career Education Corp. have
recently entered multi-million dollar settle-
ments with state attorneys general based on
allegations that they engaged in unfair and
deceptive practices with respect to their
online programs (see Appendix A).

Most states have not kept up with the dis-
tance education trend. Based on our review
of state physical presence requirements,

as of July 2013 only nine states regulated
degree-granting and non-degree grant-

ing for-profit schools that offer distance
education but have no in-state physical
presence.® Twelve other states regulated a
subset of schools that offer distance educa-
tion but have no physical presence.* In the

days when online programs were non-existent or rare, it was reasonable for states to
conclude that distance education oversight was unnecessary. But times have changed.

18 m Ensuring Educational Integrity
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This lack of state oversight is now leaving large numbers of students more vulnerable to
fraud with few remedies. In states where distance education is unregulated, an oversight
agency is unlikely to investigate complaints from its own citizens about an out-of-state
online school, while an agency in the state of the online school’s physical headquarters is
unlikely to investigate out-of-state complaints. These students, if harmed, are also likely
to be ineligible for reimbursement from state tuition recovery or bond funds from either
state (see sidebar on page 18).

The U.S. Department of Education has recognized the risk that the lack of state oversight
poses to the federal financial aid program. It is currently considering regulations that
would require schools solely offering distance education programs
to obtain some type of authorization from each state where the pro- ) ) )
grams are offered.®® Both states and schools are concerned about the Distance education is
increased compliance burden that such regulations could bring. To now the fastest growing
reduce this potential burden, the National Council for State Autho- segment of higher
rization Reciprocity Agreements (NC-SARA) and four higher edu-
cation regional compacts have drafted cooperative agreements for _ _
the purposes of distance education oversight and approval, appli- of distance education
cable to accredited degree-granting schools.® NC-SARA is a private schools are owned and
cor}sortium of s.tate regulators, state higher ?ducati.on executive' operated by the same for-
officers, accreditors, school leaders, and regional higher education i ]
compacts. It is a “nationwide coordinating entity” that “assure[s] profit school companies

education. A majority

that the four regional compacts establish uniform standards and that are the subject of
procedures” for the reciprocity agreements. ¥ multiple law enforcement
The four State Authorization Reciprocity Agreements (the SARAS) investigations.

essentially provide that if the state oversight agency where the

school is physically headquartered (the “home state”) approves a

school, then the states where the school offers distance education programs (the “distant
states”) may adopt the home state’s approval as long as the school lacks an in-state
physical presence.

As currently drafted, the SARAs largely ignore consumer protection issues and focus
instead on easing the “costs and inefficiencies faced by [schools] that must comply with
multiple state laws . . . .”?® Chief among the SARAs’ deficiencies is the requirement

that distant states waive their consumer protections and minimum standards specifi-
cally applicable to for-profit schools.** A school offering distance education programs
need only comply with the SARAs” minimal standards and disclosure requirements.
Although a home state may apply stricter consumer protections to schools that are
physically present within its borders, it is unclear whether those consumer protections
are exported to cover students in distant states. Even if they are, for-profit schools could
avoid strict consumer protections by moving their legal domicile to a state with the most
lenient consumer protection and oversight laws. Such forum shopping is not a distant
possibility. Recently, a for-profit school obtained approval to operate under South Dakota’s
lenient oversight laws after Virginia had revoked its approval to operate.?’ Although an
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extensive analysis is beyond the scope of this report, a summary of the primary deficien-
cies of the SARAs is provided in Appendix B.

The SARAS’ lack of meaningful standards and consumer protections is not surprising,
given that the model language was drafted by a consortium that did not include student,
consumer advocate, or state attorney general representation.*! The serious problems
with the SARAs have largely gone unnoticed by state legislatures. As of May 2014,

17 states had passed laws permitting their oversight agencies to enter reciprocity agree-
ments.* Six others are currently considering legislation.*® Five states may not need
legislation to join SARA.* A total of seven states have already joined SARA.* Yet, the
SARAs’ unbalanced and dangerous provisions are not set in stone. Member states and
those that are considering participation could demand that the SARAs be revised in a
number of ways to address consumer and state interests. Recommended revisions are
summarized in Appendix B.

States should protect the increasing numbers of students enrolling in distance education
programs offered by for-profit schools. They should expand oversight to include for-
profit schools that exclusively offer online programs. Reciprocity agreements may be useful
to states and could enhance oversight, but only if they include strong consumer protections
and the opportunity for robust state oversight. To the extent states want to participate in the
SARA system, they should enter into reciprocity agreements only if the SARAs are revised
to provide state agencies with sufficient authority to protect their citizens.

3. Establish and Enforce Meaningful Minimum Performance Standards as
Requirements for State Approval

For-profit schools often inflate completion and job placement rates while misrepresent-

ing the salaries graduates can expect to earn. These deceptive practices are among the

most abusive and harmful to students because they go to the heart of students” hopes

and dreams, and leave students mired in debt. A primary way that states can protect

students from low-quality and deceptive for-profit schools is to require that the schools
maintain minimum completion and job placement rates as a condi-
tion of state approval to operate.

A primary way that states Students who enroll in for-profit schools typically do so for only
can protect students one reason—to obtain higher-paying employment to improve their
from low-quality and lives and the lives of their families. Indeed, for-profit schools that

deceptive for-profit participate in federal student aid programs are required by law to
provide an eligible program of training to prepare students for gain-
ful employment.* For this reason, the for-profit education sector
the schools maintain aggressively markets its schools as gateways to employment (see
minimum completion Appendix C). According to the recent complaint filed by the Califor-
nia Attorney General against Corinthian Colleges, Inc., for example,

Corinthian’s “marketing studies show that student ‘[e]nrollment

largely hinges on selling affordability & [job] placement.”. .. ‘Our

authorization. students come to us primarily to gain skills and find a position that
will help them to launch a successful career.””#

schools is to require that

and job placement rates
as a condition of state
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Despite the need for minimum placement
and completion rate standards, there are
no nationwide standards in most circum-
stances. The U.S. Department of Education
has recently proposed gainful employment
standards, but these new proposed stan-
dards do not include minimum placement
rates or completion rates. The proposed
standards instead focus on program cohort
default rates and graduate debt-to-earnings
rates. The Department of Education pro-
poses only to require schools that offer
career education programs, including all
for-profit schools, to disclose completion
rates as well as placement rates to the
extent a state or accreditor requires the
schools to calculate them.*®

The Department of Education requires
minimum placement and completion rates
only for a subset of programs with 300 to

600 clock hours of instruction during a min-

imum of 10 weeks. To be eligible for Direct

7 Years and Counting: Still Searching for
Fulltime Job

A.M. from Minnesota attended a regionally accredited
for-profit school owned by a publicly traded company.
She owes $125,000 in federal and private student loans.

“[My for-profit school] stated a . . . 98% job
placement rate . . . In the past 7 years (since
graduating) the most | have made at any job was $14/
hour (and this was an accounting job, my major was
photography). Now | have 4 part time jobs, only one
is photography related. . . . | have become hopeless
that my loans will ever be at a monthly payment that
| can make and still pay for food, gas, and rent. . . . |
wish i could tell all of the high school students of the
US to research and be careful to check and double
check what banks and schools promise, they don’t
care about you or your well being, they are only in it
for themselves and their company.”

Loans, those programs must have a completion rate of at least 70% and a job placement
rate of at least 70%.%° A few states have also set minimum performance measures. Ten-
nessee, for example, has a minimum placement rate of 67% and a minimum completion
rate of 75%.% In 2013, the Wisconsin Education Approval Board considered adopting

a minimum placement rate of 60% and a minimum completion and transfer-out rate of
60% based on its statutory authority to enact minimum standards.

The Board, however, suspended the committee which was charged

with considering these minimum rates. According to media reports,
this decision was based in part on pressure from the for-profit

school industry.>!

In her recent lawsuit
against Corinthian
Colleges, the Attorney

For minimum completion and placement rates to be effective,

state statutes must specifically define (1) which graduates may be
counted as completers and (2) what employment may be counted
as a placement. The less specific the definitions, the easier it is for
schools to manipulate them to their advantage. For example, in a
complaint against Corinthian Colleges, Inc., the California Attorney
General alleged that two Everest College campuses (owned by

General of Massachusetts
quotes one former
employee as stating,
“Corinthian’s policy is that
a student is considered

Corinthian) placed numerous graduates with temporary agencies
(some for only two days of employment), specifically to count them
as placements.” The Attorney General of Massachusetts made simi-
lar allegations in a recent lawsuit against Corinthian, quoting one
former employee as stating, “Corinthian’s policy is that a student is
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Broken Promises, Broken Dreams

M.K. from lllinois went to a nationally accredited
for-profit school owned by a large publicly traded
company. She owes $122,000 in private and federal
student loans.

“[My for-profit school] promised that after graduation
they would help us find a job. | did not complete a

4 year degree to work in the mall and make
minimum wage! | am a single mom, make a below
tha[n] average living and am struggling each &
everyday to make each payment. Since when is it a
life long punishment to get an education? Where is
the relief . . . ?? The type of job | went to school for
has additional requirements that were not provided
by my school. . . . They promised the world when
enrolling, and in the end every promise was broken.”

considered “placed” once that student has
been employed for at least one day.”>
These are just two of many law enforce-
ment actions involving similar allegations

(see Appendix A).

For the purpose of calculating job place-
ment rates, except for the programs men-
tioned previously with 300 to 600 clock
hours of instruction for at least 10 weeks,
there is no standardized national definition
of what employment may be considered

a job placement. The U.S. Department of
Education has not adopted a standard
definition and is unlikely to do so anytime
soon: it has left this task to the states and/

or accrediting agencies. National accrediting
agencies each have their own vague defini-
tions while regional accrediting agencies have
no definition because they do not require
schools to measure job placement rates.

22 m Ensuring Educational Integrity

For the purpose of calculating completion rates, the definition proposed by the U.S.
Department of Education for the gainful employment disclosures has a number of flaws
that states may improve. As one example, there are four separate completion rates that
must be disclosed.>* Two of the rates are based on full-time students who complete
within 100% and 150% of the length of time to completion. The two remaining rates are
based on part-time students who complete within 200% and 300% of time to completion.
Not only are these rates confusing, but they only include students who receive Title IV
financial aid. This will leave out veterans who use only G.I Bill funds and students who
pay their tuition with private loans, institutional loans, state grants or loans, or other
funds. The potential result? Misleading and inaccurate completion rates. In addition,
minimum completion rates should be based on one measure using the length of time

in which students expect to complete. In most cases this will be the amount of time

the school represents is necessary for completion. A list of the key components any job
placement and completion definition must include is provided in Appendix D.

Precise definitions, however, will not prevent schools from manipulating placement and
completion rates. The vast majority of recent law enforcement investigations and actions
have included allegations that for-profit schools inflated one or both. Because these
rates are self-reported, they must be continuously monitored and audited by oversight
agencies to ensure their accuracy.” Agencies could randomly audit schools” completion
and placement rates or they could target their audits towards schools that pose the most
risk to students. They could identify schools most likely to inflate rates by targeting
schools with program placement or completion rates higher than the industry average
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or by auditing schools with rates above a specific threshold, for example schools with
a placement rate of 80% or higher. In addition, schools should be required to maintain
substantiating records for at least 5 years, if not longer.

The ability of an institution to produce good results is a clear indication that it is less
likely to engage in deceptive practices. It also predicts whether students will receive a
valuable education and employment or end up with debt they cannot afford to repay.
States should require for-profit schools to maintain minimum completion and job place-
ment rates as a condition of state approval. For such minimum rates to be effective, they
must be supplemented by a statutory requirement that oversight agencies audit these
rates randomly or by targeting schools with characteristics that indicate they may be
inflating their placement or completion rates.

4. Focus Increased Supervisory and

Enforcement Resources on For-Profit
Schools at Risk of Deceiving
Students

Many state oversight agencies lack suf-

Disillusioned and Losing Ground

A.M. from Arizona attended a nationally accredited
for-profit school owned by a large publicly

traded company. She owes over $100,000

ficient funding to regulate for-profit schools
in federal and private student loans.

effectively. Although the most obvious
solution is to increase agency funding
through increased school fees, this may

not be possible in many states. To perform
oversight effectively with limited resources,
agencies should focus on those schools that
are most likely to harm students: for-profit
schools.

“| graduated from culinary school . . . | was told
chefs make GREAT money, just sign on the line. After
several low paying jobs, | found myself pregnant,
unemployed, and out of forbearance options. . . .
Today, | take care of my two kids, by myself, and am
having 25% of my income from my full time employer
garnished. | was under the impression that | would
be a ‘Chef” when | graduated and | would be
making good money . . . no one told me it would
be YEARS before | made a living wage.”

An enormous amount of evidence demon-
strates that the for-profit education sector

is the only higher education sector that has
a long history of engaging in widespread
consumer fraud, a practice which continues
to this day (see Appendix A and the 2012
Senate HELP Committee report). Multiple government reports, investigations and
lawsuits document for-profit schools’ troubling history, beginning with a scathing 1992
report from the Senate Permanent Subcommittee on Investigations finding widespread
fraud throughout the for-profit school sector.> States ignore this evidence at the peril of
the most vulnerable of their citizens: the low-income and minority people who comprise
most of the for-profit school student population. Because of its fiduciary duty to gener-
ate and distribute profits to investors or owners, the for-profit education sector poses the
greatest risk to both students and taxpayers. It is this sector that is most likely to engage
in fraudulent and deceptive practices.
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Because of its fiduciary
duty to generate and
distribute profits to
investors or owners, the
for-profit education sector
poses the greatest risk

to both students

and taxpayers.

States should therefore target oversight toward for-profit schools,
including more stringent standards, review requirements, and con-
sumer protections. Some states have already taken this step.” State
agencies should also have some procedure for identifying for-profit
schools that may be engaging in systemic legal violations. Agencies
could use criteria to identify schools that may pose a significant
risk to students and target their resources towards monitoring and
investigating these schools.

For key criteria an agency should consider, see Appendix E. When

a school meets one or more of the criteria, the agency could take a
number of actions, including conducting an audit of its placement
or completion rates or conducting a more thorough school review,
including unannounced site visits or unscheduled program reviews.
With shrinking state budgets, it is crucial that states focus their

limited resources on for-profit schools, as these are the schools most likely to engage in
deceptive and illegal practices.

5. Require a Fair and Thorough Process for Investigating and Resolving
Student Complaints

Students who are harmed by for-profit schools have limited ways to seek relief. As

a result, schools rarely face consequences for illegal practices. Although some state
attorneys general have been increasingly active, their ability to address for-profit school
abuses is limited; investigations of and actions against for-profit schools are time and
resource intensive. Therefore, it is critical that state oversight agencies develop respon-
sive and robust complaint investigation and resolution processes. The state agencies

are in the best position to investigate individual complaints, obtain relief for students
when a school violates the law, and take appropriate action when a sufficient number of

No Job but On the Hook for $43,000

G.S. from lowa attended a nationally accredited school
owned by private investors. She owes over $43,000.

“I went to [a for-profit school] to learn how to be a
Medical Assistant. . . . After | graduated, the school
didn’t help me find a job . . . | work for two temp
services with limited hours. | have a lot of trouble
keeping up with all of the bills. | recently caught up my
heating bill. . . . | think that the degree was worthless

and didn’t help me at all. “
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complaints indicate a school is engaging in
widespread violations.

Students harmed by for-profit schools have
few options for relief. Attorneys are often
unwilling to take their cases due to the
widespread use of restrictive arbitration
provisions and the lack of private causes of
action in oversight statutes.”® In addition,
neither accrediting agencies nor the U.S.
Department of Education have responsive
or accessible student complaint procedures.
Although the federal regulations require
that accrediting agencies review student
complaints,” accrediting agencies rarely
initiate adverse actions against for-profit
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schools or require them to provide student relief based on complaints. For example, one
regional accrediting agency informs complainants: “Remember that the Commission
cannot assist you in . . . arranging for a refund of tuition, . . . seeking reinstatement to
an academic program, etc.”®® And the U.S. Department of Education does not offer any
complaint form or dedicated website that will accept student complaints. Although stu-
dents may file complaints with the Department’s Office of the Inspector General, it does
not have any obligation to investigate student complaints nor does it have authority to
resolve them.

Given the inadequacy of the complaint processes offered by accredi-

tors and the U.S. Department of Education, the Department has It is critical that state
determined that a state process to review and act on complaints oversight agencies

is critical to the state’s oversight role. The Department views state
authorization as a “substantive requirement where the State is
expected to take an active role in . . . monitoring complaints from and robust complaint
the public . . . and responding appropriately.”®! Therefore, the investigation and
Department’s regulations provide that an institution is “legally
authorized” by a state only if the state “has a process to review and
appropriately act on complaints concerning the institution. . . .”%2

develop responsive

resolution processes.

State complaint procedures that obligate oversight agencies to review every student com-
plaint and provide for their thorough investigation and resolution are in the best inter-
est of oversight agencies and schools. They allow agencies to discover and take action
against those schools that are unfairly competing through illegal activities, promote the
credibility of legitimate schools, and help agencies to ensure that schools are meeting
minimum statutory standards. In addition, thorough investigation and complaint pro-
cesses help agencies to target their limited resources towards monitoring and auditing
the schools that pose the most risk to students.

Unfortunately, many state agency complaint procedures are deficient. The California
Bureau for Private Postsecondary Education is one example. The State Auditor recently
issued a report finding that the Bureau for Private Postsecondary Education “consis-
tently failed to meet its responsibility to protect the public’s interests,” based in part on
the Bureau’s failure to appropriately respond to student complaints. The State Auditor
found that the California Bureau for Private Postsecondary Education:

1. had almost 780 complaints outstanding as of October 2013, and that 546 of these had
been outstanding for more than 180 days;

2. failed to prioritize complaints based on their severity so as to ensure that institutions
quickly resolved the most serious violations;

3. took an average of 254 days to close complaints; and

4. had closed complaints prematurely, without receiving confirmation that the institu-
tions had resolved the problems in question.
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The Auditor had several recommendations, including that “the bureau should work
with [the California Department of] Consumer Affairs to establish an investigative train-
ing program [in order] t]o ensure that it identifies and obtains sufficient evidence before
closing complaints.”® Many other state agencies have received similar criticisms.*

A state statute should require an agency to accept, investigate, and resolve student com-
plaints regarding schools, their employees, and independent recruiters. To ensure an
agency has sufficient investigative resources, the statute should also require the agency
to expend at least 60% of its budget on investigation and law enforcement. At a mini-
mum, the complaint process should include each of the points described in Appendix F.

The agency should also be required to submit annual reports to its board and the legis-
lature regarding numbers and types of complaints received, average time to resolution,
investigative tools used (for example, how many unannounced visits, witness inter-
views, etc. were conducted in investigations), how the complaints were resolved, and
the number and qualifications of investigative personnel compared to the total number
of students enrolled in regulated institutions.

6. Establish an Independent Oversight Board to Increase Public Accountability

States without an oversight board should consider establishing one to increase public
accountability, and therefore the effectiveness, of the state agency responsible for regu-
lating for-profit schools. Many states have created a board or commission that works
with and advises the oversight agency. These boards are typically responsible for decid
ing whether to approve a school for licensure or take action against a school that has
engaged in illegal conduct. They are also charged with promulgating minimum stan-
dards and consumer protection regulations.® In addition to these statutory functions, a
board can continuously pressure an oversight agency to meet its statutory responsibili-
ties. It can also serve as a voice for the agency when it needs additional resources from
the state government.

A number of states, however, have not established a board or commission to work

with the state agency and make regulatory decisions.®® Outside of occasional legislative
reviews, these agencies have no continuing accountability to any independent public
entity. This lack of constant accountability can lead to the neglect of oversight and con-
sumer protection responsibilities. California’s for-profit school oversight history demon-
strates this problem (see box on next page).
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The Need for an Independent Oversight Board: Lessons from California

California’s initial law for oversight of for-profit schools provided for an independent board
called the Council for Private Postsecondary and Vocational Education.6” The Council was
established in 1990 to protect students from financial aid abuse and dishonest recruitment
practices in the for-profit school sector. In a 1995 review, the California Postsecondary
Education Commission (CPEC) found that the Council had enforced consumer protection
provisions and that complaints against schools had decreased because of the Council’s ability
“to respond rapidly to the first complaint about an institution and conduct an investigation
before repeated or similar complaints occur.”®® While CPEC did specify a number of ways
that the Council could improve, it concluded that the Council was one of the most “rigorous
regulatory agencies in the nation” and had “made significant headway in the past four years
in fulfilling the mission of the” statute.®®

The Council, however, was abolished in 1997 after the governor vetoed legislation that would have
continued its existence.”® The legislature replaced the independent Council with an agency
within the state’s Department of Consumer Affairs. Since that time, the legislature has only
reviewed the oversight agency once every five years. The entities or individuals who have
conducted reviews at the legislature’s request have consistently concluded that the California
agency has done a poor job of meeting its statutory consumer protection mandate.’® If the
Council had not been abolished in 1997, California might have maintained rigorous and
effective oversight of the for-profit school industry.

7. Prohibit Domination of the Oversight Board by the For-Profit School
Industry

State boards dominated by educational institutions can seriously undermine the work
of oversight agencies. States should not require or allow the for-profit school industry
or educational institutions to comprise the majority of oversight boards. States should
instead require a fair mix of school, employer, student, consumer advocate, public, and
law enforcement representatives on oversight boards. States should prohibit licensed
institutions from comprising a majority, including when vacancies exist.

As discussed in Recommendation No. 6, oversight boards are often responsible for decid-
ing whether to approve or take action against schools as well as enacting regulations and
standards. Domination of a board by industry can therefore seriously undermine a state
agency’s ability to regulate for-profit schools and protect consumers. When a majority of
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Board Domination by Industry:
Wisconsin’s Inability to Enact
Minimum Performance Standards

In 2012, Wisconsin’s Educational Approval Board
appointed an advisory committee to study whether

it should impose minimum performance standards

at the recommendation of the Board’s staff.”? The
standards would have required schools to maintain a
60 percent combined graduation and transfer rate as
well as a 60 percent graduate job placement rate. In
March 2013, however, the Board decided to suspend
the committee after it had met only one time. According
to media reports and the meeting minutes, this decision
was based on the request of an advisory committee
member who cited “concerns expressed by a number
of schools and other stakeholders” and asked the
Board “to work in @ more cooperative atmosphere”
with for-profit schools.”® At the time, one of the Board
seats was vacant and three members had just been
appointed by the governor. Three members were
affiliated with for-profit schools, two were affiliated with
public institutions, and one member was a business
consultant.”* Lacking any consumer, student, or law
enforcement representation, it is not surprising that the
Board did not have the stomach to enact standards that
might have put some for-profit schools out of business.

a board’s members represent the interests
of educational institutions, it is unlikely to
take any adverse action against a school or
enact stringent standards or regulations. A
recent decision of the Wisconsin Education
Approval Board illustrates this point (see
sidebar).

As highlighted in NCLC’s 2011 State Inaction
report, Wisconsin is not alone. Many other
state oversight boards are also dominated
by for-profit school industry representatives.
Some states even require that a majority of
the members of a regulatory board come
from the industry.” Other states allow the
governor and/or the legislature to appoint
members without any statutory limits to

the number of industry representatives
that may be appointed.” Even when those
limits exist, industry may still dominate
when board openings are left vacant.

To create an effective oversight agency,
states should not require or allow educa-
tional institutions to dominate oversight
boards. They must also ensure that
licensed institutions do not comprise a
majority, even when vacancies exist.””
When boards do not include a fair mix of
all stakeholders—with school, employer,
student, consumer advocate, public and

law enforcement representatives—the oversight agencies will likely be crippled by the

interests of the for-profit school industry.

8. Assign Responsibility for all For-Profit School Oversight to One Agency with
Expertise in Consumer Protection and For-Profit Business Regulation

The combination of postsecondary education with a profit-seeking enterprise creates

a unique oversight challenge. Not only must the regulatory agency have the expertise
necessary to evaluate higher education institutions, it must also have the specialized
expertise necessary to handle investigations of for-profit businesses and enforce con-
sumer protections. Furthermore, only one agency should oversee all for-profit schools.
Spreading oversight among different agencies, none of which has all the components of
the necessary expertise, weakens the state’s ability to protect students from schools that
provide inferior educations and engage in deceptive practices.
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Too many state agencies charged with oversight of for-profit schools have no experience
conducting investigations of for-profit businesses and enforcing consumer protections.

In some states, the agencies charged with oversight are also charged with setting priori-

ties for the entire state higher education system.” In other states, the oversight agency is

also charged with serving as a financial aid resource for students,” overseeing both ele-
mentary and secondary education,® or developing a skilled work-

force and administering federal workforce development funds.®! In

one state, the Secretary of State is charged with oversight.®? To more effectively

Agencies that do not combine expertise of higher education and protect students from

for-profit business oversight are typically ill-equipped to investigate low-quality and deceptive
and take action against unscrupulous for-profit schools. Such agen- for-profit schools, states

cies often lack staff with expertise and training in: should vest all for-profit

1. false advertising and unfair and deceptive practices laws appli- school oversight in one

ble to for-profit busi , :
cable o ToTproti bisinesses state agency. This agency

should have expertise
in higher education,
investigative procedures,

2. law enforcement and investigation methods, and

3. due process and administrative law requirements applicable to
proceedings against regulated businesses.

In addition, some states split oversight of for-profit degree-granting _
and non-degree granting schools between two different state agen- and consumer protection.
cies.®? States often base this decision on the mistaken rationale that

regionally accredited for-profit schools that grant degrees need less

oversight. Because both types of schools warrant the same level of

oversight and both agencies should have the same type of expertise, splitting oversight

is inefficient and often leads to weaker oversight of degree-granting schools.

To effectively prevent the operation of low-quality and deceptive for-profit schools,
states should vest all for-profit school oversight in one state agency with expertise in
investigative procedures and consumer protection, as well as higher education.

9. Provide a Clear Mandate that the State Agency’s Primary Duty is
Consumer Protection

State law must provide a clear mandate that the only or primary purpose of the over-
sight statute and agency is ensuring educational quality and consumer protection.
Conflicting purposes or the lack of any stated purposes can cause confusion among staff
about an agency’s mission. It can also provide the industry with an inappropriate level
of influence over the agency and cause the agency to neglect its consumer protection and
oversight role.

Some statutes, for example, provide that the oversight agency has an equal purpose of
protecting or encouraging for-profit schools. For example, the Florida statute contains
conflicting legislative intentions for the Commission for Independent Education, includ-
ing to aid in both: (1) “protecting independent postsecondary educational institutions”
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and (2) “protecting the health, education, and welfare of persons who receive educa-
tional services from independent postsecondary educational institutions.”8*

The Utah Postsecondary Proprietary School Act states that it is the “policy of the state”
to: (1) “encourage private postsecondary education;” (2) “avoid unnecessary interference
by the division with internal academic policies and management practices of” institu-
tions; and (3) “protect students and potential students from deceptively promoted,
inadequately staffed, and unqualified proprietary institutions and programs.”% Other
statutes are silent on the purposes of the statute or the agency .8

And, although the Texas Workforce Commission (the TWC) is charged with oversight
of private postsecondary schools, this is not its primary mission. It is also responsible
for administering unemployment benefits, overseeing community colleges, address-
ing employment-related civil rights claims, and working with the for-profit industry
to develop a skilled workforce.¥” Given this long list of disparate responsibilities, it is
not surprising that in 2011 the TWC was caught unprepared when a local news outlet
revealed that schools owned by ATI Enterprises, Inc. lied about job placement rates.®
Only after receiving harsh public criticism did the TWC take action against ATIL.

Unlike these states, other state statutes provide a clear consumer protection mandate.
The California statute, for example, provides that “the protection of the public shall be
the [Bureau for Private Postsecondary Education’s] highest priority. If protection of the
public is inconsistent with other interests to be promoted, the protection of the public
shall be paramount.”®

10. Eliminate Sunset Provisions In For-Profit School Oversight Statutes

State legislatures occasionally insert sunset provisions in statutes. A sunset provision
automatically repeals the statute on a set date unless the legislature takes action to
extend it. In a few states, sunset provisions provide for the automatic termination of the
for-profit school oversight statute and agency on a set date unless extended by the state
legislature. Sunset provisions regarding oversight of for-profit schools are unnecessary
and can cause great harm to students. %

There are a number of reasons sunset provisions are unnecessary and counterproduc-
tive. In most circumstances, a legislature may review an agency and repeal legislation
at any time, whether or not a sunset provision exists. If a legislature would like to
ensure a periodic review, it can do so without providing for the automatic termination
of a statute.

It is the automatic termination provision that puts pressure on an agency to keep the for-
profit school industry happy. Because the industry lobby has enormous influence with
state legislators, agencies that actively investigate and take action against schools are at
risk of disappearing every time the sunset date approaches. For this reason, the industry
views sunset provisions as opportunities to push for the revocation of strong consumer
protections and standards.
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In addition, when a statute sunsets, students are left unprotected. If a new law is eventu-

ally enacted, a subsequent agency must hire and train staff, draft regulations, and start
operations from scratch —a process that can take years and leave students unprotected

for even longer periods of time. California’s statute, for example, expires every five

years unless the legislature decides to extend the sunset date.”! In 2007, the for-profit

school industry mounted a successful assault on what was once the

toughest for-profit school oversight statute in the country.®? The

statute expired, the agency was terminated, and a new law did not Sunset provisions
go into effect until January 1, 2010.”® For over two years, California
for-profit school students were left without consumer protections, }
without an oversight agency to investigate complaints, and without for-profit schools are
access to a student tuition recovery fund in the event of school clo- unnecessary and can
sure, among other things. According to a regent audit, the new Cali- cause great harm
fornia agency has been slow to enact regulations, has taken a year or

longer to process complaints, and has failed to prioritize complaints to students.
regarding practices that put students at risk.”

regarding oversight of

For these reasons, sunset provisions should be eliminated from

for-profit school oversight statutes. They serve little purpose other than providing the
for-profit industry with an opportunity to either water down standards or prevent the
extension of an agency’s existence. Rather than provide for the automatic termination of
an oversight statute, legislatures should provide for periodic reviews and affirmatively
decide that an agency is unnecessary before that agency and its authorizing statute are
terminated.
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CONCLUSION—WHAT’S NEXT?

The need for aggressive state action and strong oversight of for-profit schools is urgent.
States’ laissez-faire attitude to for-profit school oversight must end. It is time for states to
face the facts, both for the sake of protecting students and taxpayers and for the sake of
creating a healthy economy. Strong state laws and active oversight agencies are needed
to counterbalance the for-profit industry’s fiduciary duty to produce and distribute
profits to investors. Without strong laws and agencies, students and their families will
continue to suffer the long-term economic consequences of deceptive recruitment tech-
niques and inferior educations.

Change is possible, but it will not come without the coordinated efforts of local stake-
holders: the for-profit school students and graduates themselves; student and consumer
advocates; nonprofit organizations that provide services to the non-traditional students
who typically attend for-profit schools; and state attorneys general. If state lawmakers
and agency staff are to take on the powerful for-profit school lobby, they need the back-
ing of a coalition of advocates who are knowledgeable about these complex issues and
committed to a long-term strategy for change.

This report and its detailed recommendations are intended to help local advocates who
seek change. We also hope that it will spur states and oversight agencies to recommit
themselves to protecting their citizens from being preyed upon by unscrupulous for-
profit schools.
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the “public at large” must have a “background in education, business or industry”); Wis. Stat.
§ 15.945 (7 members of Educational Approval Board appointed by governor need only have
“demonstrated interest in education programs”).

See, e.g., Alaska Stat. 14.42.015(b) (prohibits appointment of “governing body member, trustee,
official, or employee” of postsecondary institution as any of the four public members of the
Commission on Postsecondary Education).

See, e.g., Kan. Stat. Ann. §§ 74-3201a to 74-3202d, 74-32,163 to 74-32,184 (Kansas Board of
Regents); La. Rev. Stat. Ann. §§ 17:3121 to 17:3127; 17:3141.2 to 17:3141.19 (Louisiana Board of
Regents); and Md. Code Ann., Educ. §§ 11-105, 11-201 to 11-208 (Maryland Higher Education
Commission).

See, e.g., lowa Code §§ 261.1, 261B.2-261B.12, 714.18 (Iowa Student Aid Commission).
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80. See, e.g., N.Y. Educ. Law §§ 101, 5001 to 5010 (New York State Education Department); Pa. Cons.
Stat. Ann. § 6501 to 6509 (Pennsylvania Department of Education); Vt. Stat. Ann. tit. 16, §§ 164,
175 to 177 (Vermont Board of Education).

81. See, e.g., Ind. Code §§ 22-4-18.1-3, 22-4.1-21-9 (Indiana Workforce Innovation Council); Wash.
Rev. Code §§ 28C.10.010 to 28C.10.902 (Washington Work Force Training and Education
Coordinating Board).

82. S.D. Codified Laws §§ 13-48-34 to 13-48-41.

83. See, e.g., Ark. Code Ann. §§ 6-51-601 to 6-51-623, 6-61-201 to 6-61-305; Colo. Rev. Stat. §§ 12-59-
101 to 12-59-128, 23-2-101 to 23-2-105; 105 I1l. Comp. Stat. 426/1 to 426/999, 110 Ill. Comp. Stat.
1005/1 to 1005/15.

84. Fla. Stat. § 1005.01.

85. Utah Code Ann. § 13-34-102.

86. See, e.g., Ariz. Rev. Stat. Ann. §§ 32-3001 to 32-3077; Conn. Gen. Stat. §§ 10a-22a to 10a-22y; N.Y.
Educ. Law §§ 5001 to 5010.

87. Tex. Educ. Code Ann. §§ 132.001 to 132.306; Tex. Labor Code Ann. §§ 301.001, 301.152.

88. Kelly Field, “Career Colleges Are Accused of Job-Placement Fraud,” The Chron. of Higher Educ.
(Nov. 13, 2011)

89. Cal. Educ. Code § 94875.

90. See, e.g., Colo. Rev. Stat. §§ 24-34-104, 24-59-128 (providing for sunset review of many state
agencies, including the Private Occupational School Board); Texas Sunset Advisory
Commission, “Sunset in Texas” (2013-15) (explaining required sunset review of 130 state
agencies, including the Texas Workforce Commission, every 12 years); Cal. Educ. Code §
94950 (California Private Postsecondary Education Act of 2009, repealed as of Jan. 1, 2015).

91. Mac Tyler, California Legislative Analysts Office, Oversight of Private Colleges in California at 10
(Dec. 2013).

92. Betsy Imholz, “Guest Post: California Dreamin’ Becoming Proprietary Students” Nightmare,”
New America Higher Ed Watch Blog (Aug. 13, 2009).

93. Id.; 2009 Cal. Legis. Serv. Ch. 310 (A.B. 48) (West).

94. California State Auditor Report 2013-045 at 31 (Mar. 2014) (also detailing the long periods of
time required for the new Bureau for Private Postsecondary Education to hire staff and how
this impacted the agency’s effectiveness).

©2014 National Consumer Law Center www.nclc.org Ensuring Educational Integrity m 37



APPENDIX A

GOVERNMENT INVESTIGATIONS AND LAWSUITS INVOLVING
FOR-PROFIT SCHOOLS?! (2004 — MAY 2014)

Note: Chart is organized alphabetically by government agency.

SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Corinthian AGs from AR, Multi-state 1/2014 Organizational information; tuition, loan

Colleges, Inc.2 AZ,CO,CT,HI, Investigation and scholarship information; lead generation
1D, IA, KY, MO, activities; enrollment qualifications

NC, NE, NM, for students; complaints; accreditation;

OR, PA, TN, WA completion and placement statistics; graduate
certification and licensing results; student
lending activities.

ITT Educational AGS from AR, Multi-state 1/2014 Marketing and advertising, recruitment,
Services, Inc.* AZ,CT, 1D, IA, Investigation financial aid, academic advising, career

KY, MO, NE, NC, services, admissions, licensure exam pass

OR, PA, TN and rates, accreditation, student retention,

WA graduation rates and job placement rates.

Career Education AGs from AR, Multi-state 1/2014 Student-recruitment practices, graduate
Corp.6 AZ,CT, 1D, IA, Investigation employment statistics, graduate employment

KY, MO, NE, NC, certification and licensing results, and

OR, PA,TN, WA student lending activities.

Education AGs from AZ, Multi-state 1/2014 Practices relating to recruitment, graduate
Management AR, CT, ID, IA, Investigation placement statistics, graduate certification
Corporation® KY, MO, NE, NC, and licensing results, and student lending

OR, PA, TN, WA® activities.

Ashford University; CA AG Investigation 1/2013 False advertising; false or misleading
Bridgepoint statements during telemarketing calls.
Education, Inc.!

Heald College; CA AG Lawsuit 10/2013  Inflated and misrepresented job placement
Everest Colleges; rates to students and investors, advertised

Everest Univ.
Online; Everest
College Phoenix,
Inc.; Wyotech;
Corinthian
Colleges, Inc.!®

programs that it does not offer and
disciplined call center employees when
they tried to tell prospective students the
truth; unlawfully used military seals in
advertising; and inserted unlawful clauses
into enrollment agreements.
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SCHOOLS

OUTCOME OR OFFER ONLINE/
PENDING ACCREDITOR DISTANCE
(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Pending National— Everest Univ. Certificates, Associate,
Everest Colleges (ACCSC); Online; Everest Bachelor’s and Master’s
Everest Univ. Online (ACICS); College Phoenix Degrees
Wyotech (ACCSC);
Regional—
Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)®
Pending National (ACICS)® Yes Associate, Bachelor’s and
Master’s Degrees
Pending National— Yes Certificate, Associate,
Sanford-Brown. (ACICS); Bachelor’s, Master’s and
Regional— Doctoral Degrees
American InterContinental Univ.
(HLC); Briarcliffe College (MSACS);
Colorado Technical Univ. (HLC)”
Pending National and regional accreditation  Yes Certificates, Associate,
at different institutions!” Bachelor’s, Master’s and
Doctoral Degrees
Pending Regional Yes Associate, Bachelor’s and
(WASC Senior College and Master’s Degrees
University Commission)'?
Pending National— Everest Univ. Certificates, Associate,

Everest Colleges (ACCSC); Everest
Univ. Online (ACICS); Wyotech
(ACCSC);

Regional—

Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)™

Online; Everest
College Phoenix

Bachelor’s, and Master’s
Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Bryman College, CA AG Lawsuit 7/2007 Inflation of placement rates; failure to

Everest Colleges, disclose completion rates; overstating

Nat’l Inst. of starting salaries of graduates; failure to meet

Technology; minimum performance standards.

Corinthian

Colleges, Inc.’®

Corinthian CFPB Civil 4/2012 Unlawful acts or practices relating to

Colleges, Inc.!® Investigative (CID), advertising, marketing or origination of

Demand 12/2013  private student loans. NORA letter states
(NORA  that CFPB may seek injunctive and monetary
letter) relief.

ITT Educational CFPB Lawsuit 2/2014 Misleading representations about accreditation

Services, Inc.? and transferability of credits; aggressive
tactics to recruit students and convince
them to take out student loans; and coercing
students to take out private student loans.

Westwood College CO AG Lawsuit 3/2012 Misrepresented and inflated job placement

(Colorado); Alta rates and graduate employment salaries;

Colleges Inc.”2 misled students about costs of attendance,
the terms of institutional financing, and the
quality of academic programs; failure to
dislcose that credits were not transferable;
misrepresentations regarding teh costs
covered by military benefits.

Argosy University; CO AG Lawsuit 12/2013 ~ Misrepresented accreditation status of two

Education psychology doctoral programs and that

Management program would lead to licensure.

Corporation?

Apollo Group, Dept. of Investigation 4/2014 Marketing, recruitment, enrollment, financial

Inc.?8 Education, Office aid, fraud prevention, student retention and

of Inspector other issues.
General
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SCHOOLS

OUTCOME OR OFFER ONLINE/

PENDING ACCREDITOR DISTANCE

(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Judgment providing for:  National— No Certificates, Associate, and
(1) $4.3 in restitution; Everest Colleges and Bryman Bachelor’s Degrees

(2) $1.5 in private loan Colleges (now all Everest Colleges)

credits; (3) $700,00 for
costs, fees, and Unfair
Competiion Fund; and
(4) injunctive relief.!®

(ACCSC); Nat'l Inst. of Technology
(now Wyotech) (ACCSC)"”

Pending National— Everest Univ. Certificates, Associate,
Everest Colleges (ACCSC); Everest Online; Everest Bachelor’s and Master’s
Univ. Online (ACICS); Wyotech College Phoenix Degrees
(ACCSC);
Regional—
Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)'’

Pending National— Yes Associate, Bachelor’s and
ITT Tech (ACICS); Regional—Daniel Master’s Degrees
Webster College (NEASC)?!

Consent Judgment National Yes Diplomas, Associate and

providing for: (ACICS or ACCSC)* Bachelor’s Degrees

(1) $2.5 million in credits

for outstanding APEX

accounts; (2) refunds

of finance charges for

some APEX accounts;

(3) $2 million for

penalties, restitution,

costs and fees; and

(4) injunctive relief.?

Consent Judgment Regional No Associate, Bachelor’s,

providing for: (WASC, Senior College and Master’s, and Doctoral

(1) injunctive relief; University Commission)” Degrees

(2) payment of $3.3

million ($2.870 million

in restitution; $500,000

for restitution, attorney

fees and costs, consumer

education and/or future

enforcement at state’s

discretion; and $1 million

in civil penalties).?®

Pending Regional Yes Certificates, Associate,
(HLC)® Bachelor’s, Master’s and

Doctoral Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Corinthian Dept. of Review 2/2014 Dept. of Education sought extensive

Colleges, Inc.* Education documentation on job placement rates and
other academic data.

DeVry Federal Trade Investigation 1/2014 Investigation as to whether entity is violating

University; DeVry, =~ Commission section 5 of FTC Act. Seeking documents

Inc.2 related to advertising, marketing or sale of
secondary or postsecondary educational
products or services or educational
accreditation products.

University of FL AG Investigation 4/2013 Misrepresentations regarding financial aid

Phoenix; Apollo and unfair and deceptive practices regarding

Group, Inc. 3 recruitment, enrollment, placement.

Sanford-Brown FL AG Investigation 11/2010  Possible unfair and deceptive trade practices

Institute; Career and misrepresentations regarding business

Education Corp.3¢ practices.

Concorde Career FL AG Investigation 11/2010 ~ Misrepresentations regarding financial aid

Institute; Concorde and unfair/deceptive acts re recruitment,

Career Colleges, enrollment and placement.

Inc.3®

Argosy University; FL AG Investigation 10/2010  Potential misrepresentations in recruitment,

Education financial aid and other areas.

Management

Corporation®

Keiser University, FL AG Investigation 10/2012 Misleading or inaccurate information in areas

Everglades such as costs, accreditation, transferability of

University, Keiser credits and federal student loan terms.

Career College;

Everglades College,

Inc.; Bar Education,

Inc#?

Kaplan University; FL AG Investigation 10/2012 Misrepresentations regarding financial aid;

Kaplan, Inc. unfair/deceptive practices re recruitment,

(a subsidiary of enrollment, placement and graduation rates.

Graham Holdings

Co.)*

MedVance Institute FL AG Investigation 6/2012 Misrepresentations regarding financial

(now Fortis College
or Fortis Institute);
KIMC Investments,
Inc. (now owned
by Educational
Affiliates, Inc.)*

aid, high pressure sales techniques, and
unfair practices in recruiting, enrollment,
accreditation, job placement and graduation
rates.?
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SCHOOLS

OUTCOME OR OFFER ONLINE/

PENDING ACCREDITOR DISTANCE

(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED

Pending National— Yes Certificates, Associate,
Everest Colleges (ACCSC); Everest Bachelor’s and Master’s
Univ. Online (ACICS); Wyotech Degrees
(ACCSC);
Regional—
Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)®!

Pending Regional Yes Associate, Bachelor’s and
(HLC)* Master’s Degrees

Pending Regional Yes Certificates, Associate,
(HLC)*® Bachelor’s, Master’s and

Doctoral Degrees

Pending National No Certificates, Associate and
(ACICS)> Bachelor’s Degrees

Pending National Yes Certificates and Associate
(ACCSC)® Degrees

Pending Regional No Associate, Bachelor’s,
(WASC Senior College and Master’s and Doctoral
University Commission)* Degrees

Assurance of Voluntary Regional Yes Associate, Bachelor’s,

Compliance providing for:  (SACSCOC)* Master’s and Doctoral

(1) injunctive relief; Degrees

(2) retraining of eligible

students; (3) $375,000 to

scholarship fund;

(4) $175,000 in attorneys’

fees to AG

Pending Regional Yes Certificates, Associate,
(HLC and NCACS)* Bachelor’s and Master’s

Degrees
Assurance of Voluntary  National Currently, yes; Diplomas and Associate’s
Compliance providing for:  (ABHES and COE)* at time of AVC, no.  Degrees

(1) free retraining for
eligible students;

(2) $600,000 in scholar-
ship donations; and

(3) voluntary injunctive
relief.*8
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Ashford University; IA AG Investigation 5/2014 Telemarketers made misleading statements
Bridgepoint and used high pressure sales tactics and
Education, Inc.%° emotionally charged appeals to pressure

prospective students to enroll in on-line
programs; misrepresented that education
degree would allow graduates to become
classroom teachers when many graduates
would have to meet additional requirements
on a state-by-state basis; unfairly imposed

a “technology services fee” on all students
after 6 weeks of enrollment and retained fee
regardless of how long student remained
enrolled; and as a result many students did
not complete programs.

Westwood College  IL AG Lawsuit 1/2012 Misrepresented (1) its criminal justice degree
(Ilinois); Alta program would qualify students for law
Colleges Inc.* enforcement jobs, when in fact it qualify few

graduates for such jobs becasue it lacked
regional accreditation; (2) that credits from
the same program were transferable; (3) that
institution had or would obtain regional
accreditation; (4) financial aid, including about
private student loan financing program.

Corinthian IL AG Investigation 12/2011%  Misleading enrollees about post-graduation
Colleges, Inc.>* career prospects.

DeVry University; IL AG Investigation 4/2013 Payment of incentive compensation to
DeVry, Inc.¥’ recruiters.

Daymar College; KY AG Lawsuit 7/2011 Deceiving and misleading students about
Daymar Learning, textbooks and financial aid, engaging in
Inc.> unlawful restraint on trade, providing false

and misleading information to students
about transferability of credits. Complaint
also alleges that some programs do not
meet accreditation standards and that
school enrolled students who do not meet
admissions criteria.
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SCHOOLS

OUTCOME OR OFFER ONLINE/

PENDING ACCREDITOR DISTANCE

(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Assurance of Voluntary  Regional Yes Associate, Bachelor’s and
Compliance provides for:  (WASC Senior College and Master’s Degrees

(1) $7.25 million in University Commission)?®!

consumer restitution,
fees and costs; and
(2) compliance measures.

Pending National Yes Diplomas, Associate and
(ACICS or ACCSC)33 Bachelor’s Degrees
Pending National— Yes Certificates, Associate,
Everest Colleges (ACCSC); Everest Bachelor’s and Master’s
Univ. Online (ACICS); Wyotech Degrees
(ACCSC);
Regional—

Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)®®

Pending Regional Yes Associate, Bachelor’s and
(HLC)® Master’s Degrees

Pending National Yes Diplomas, Associate and
(ACICS)®® Bachelor’s Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES
National College; KY AG Investigation 12/2010  Misleading marketing practices.
National College of

Kentucky, Inc.!

National College; KY AG Lawsuit 9/2011 Providing false, misleading and deceptive
National College of information by inflating job placement rates.
Kentucky, Inc.%

Spencerian College; KY AG Lawsuit 1/2013 Providing false, misleading and deceptive
The Sullivan information about graduation success rates
University, Inc.%® and by inflating job placement rates.
University of MA AG Investigation 4/2013 Deceptive practices concerning recruitment
Phoenix; Apollo and financial aid.

Group, Inc.%”

Career Education MA AG Investigation 9/2012 Violation of consumer protection laws

Corp.” with respect to marketing and advertising,
job placement and student outcomes,
recruitment, and financing of education.

Everest Institute MA AG Lawsuit 4/2014 Allegations of deceptive marketing,
(Massachusetts high pressure enrollment tactics and
campuses); misrepresentations regarding employment
Corinthian opportunities, graduate earnings, transfer-
Colleges, Inc.”! ability of credits, availability of externships,

nature and availability of financial aid,
nature and quality of programs, and steering
students into subprime loan program.

DeVry University; MA AG Investigation 4/2013 False statements relating to state student
DeVry, Inc.” loans, guarantees, and grants.

New England MA AG Investigation 1/2013 Marketing, recruiting, and financing
Institute of practices.

Art; Education

Management

Corporation”

ITT Educational MA AG Investigation 10/2012  Requested documents related to financial aid,
Services, Inc.”” recruitment, career services, marketing and

advertising, retention and graduation rates.
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SCHOOLS

OUTCOME OR OFFER ONLINE/

PENDING ACCREDITOR DISTANCE

(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED

Pending. National Yes Diplomas, Associate,

In December 2013, court  (ACICS)*? Bachelor’s and Master’s

ordered $1,000/day civil Degrees

penalty against school

retroactive to July 31,

2013. In addition, court

ordered school’s lawyers

to pay $10,000 to KY

AG. Court said school

repeatedly abused legal

system to obstruct a valid

investigation.

Pending National Yes Diplomas, Associate,
(ACICS)* Bachelor’s and Master’s

Degrees

Pending National No Diplomas/Certificates and
(ACICS)®® Associate Degrees

Pending Regional Yes Certificates, Associate,
(HLC)%8 Bachelor’s, Master’s and

Doctoral Degrees

Pending National— Yes Certificates, Associate,
Sanford-Brown. (ACICS); Bachelor’s, Master’s and
Regional— Doctoral Degrees
AIU (HLC); Briarcliffe College
(MSACS); CTU (HLC)™®

Pending National Yes Associate, Bachelor’s and
(ACCSC)7? Master’s Degrees

Pending Regional Yes Associate, Bachelor’s and
(HLC)™ Master’s Degrees

Pending Regional No Certificates, Associate and
(NEASC)™ Bachelor’s Degrees

Pending National Yes Associate, Bachelor’s and
(ACICS)™® MBA Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Kaplan Career MA AG Investigation 5/2011 Recruitment of students and financing of

Institute; Kaplan, education.

Inc. (a subsidiary of

Graham Holdings

Co.)”

Sullivan & MA AG Lawsuit 10/2013 Deceived and misled the public and

Cogliano Training prospective students: Misrepresented:

Centers; Sullivan & * the scope, nature, character, and length of

Cogliano Training its programs;

Centers, Inc.8! ¢ the success of its students in obtaining jobs
in the students’ field of study;

* the employment opportunities available in
students’ field of study;

* the assistance school provided in obtaining
employment in students’ field of study”

* the availability of internships, together with
the training provided by and employment
opportunities accompanying internships;
and

* the cost of certification tests taken by
students.

Also, misrepresentations to accreditor and
to state oversight agency.
American Career MA AG Lawsuit 11/2013 Falsified documents (enrollment records,
Institute (ACI); The attendance records, and student grades)
Career Institute, and forged student signatures to maintain
LLC? accreditation; enrolled students who did

not meet minimum qualifications (students

who did not have a high school degree or

GED; students who had a criminal record

that would prevent them from obtaining

employment in the fields being studied);
misrepresented graduate job placement

rates; and failed to provide students the

education for which they incurred significant

debts (failed to provide course materials
students paid for; not providing skills training
necessary for externships/employment); failed
to provide refunds upon school closure.

Universal Technical MA AG Investigation 12/2012  False claims submitted to the state for student

Institute; Universal loans, guarantees.

Technical Institute,

Inc.8

Corinthian MN AG Investigation 7/2013 Potential issues related to financial aid,

Colleges, Inc.8¢

admissions, students, and other areas.
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SCHOOLS

OUTCOME OR OFFER ONLINE/
PENDING ACCREDITOR DISTANCE
(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Pending Each Kaplan Career Institute is Yes Diplomas and Associate
nationally accredited by ACCSC, Degrees
ACICS or COE®®
Final Judgment by Consent  National No Certificates
which provided for: (COE)
1) Injunctive relief
(including shut down of
2 programs); and
2) Payment of $425,000.82
Pending National No Certificates
(ACCET)
Pending National No Certificates
(ACCSC)®
Pending National— Yes Certificates, Associate,

Everest Colleges (ACCSC); Everest
Univ. Online (ACICS); Wyotech
(ACCSC);

Regional—

Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)®”

Bachelor’s and Master’s
Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Herzing University; MN AG Investigation 11/2013 Misrepresentations regarding programmatic

Herzing, Inc.%8 accreditation of Associate in Applied Science
in Clinical Medical Assisting Program;
misrepresentation that same program would
qualify graduates to take private certification
exam required for employment.

Ashford University; NC AG Investigation 10/2011 Whether business practices complied with

Bridgepoint consumer protection laws.

Education, Inc.*®

Kaplan College NCAGand NC  Investigation 1/2012 Allegations that students were misled about

(Charlotte, NC Community whether Dental Assistant Program was

campus); Kaplan, College System accredited.

Inc. (a subsidiary of

Graham Holdings

Co.)”?

Breckenridge NM AG Lawsuit 2/2014 Lack of accreditation for nursing program.

School of Misleading students regarding transferability

Nursing and of credits.

Health Sciences

(Albuquerque);

ITT Educational

Services, Inc.*

Ashford University; NY AG Investigation 5/2011 Misrepresentations as to ability to find jobs

Bridgepoint for students, the quality of instruction, the

Education, Inc.® cost of attending, and accreditation, among
other things.

Sanford-Brown NY AG Lawsuit 8/2013 Inflated placement rates; mischaracterized

Institute; American employment as “in field” or “related field”

InterContinental placement; counted first day verification of

Univ. (AIU); employment as placement (even for single-

Briarcliffe College; day health fairs); failure to disclose lack of

Colorado Technical programmatic accreditation required to

Univ. (CTU); Career meet certification or licensure requirement

Education Corp.” for employment; and failure to disclose non-
transferability of credits.

Art Institute NY AG Investigation 8/2011 Subpoena related to compensation of

of New York admissions representatives and recruiting

(Education activities.

Management’s

only school
located in New
York); Education
Management
Corporation'®
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SCHOOLS

OUTCOME OR OFFER ONLINE/
PENDING ACCREDITOR DISTANCE
(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Assurance of Regional Accreditation (HLC)¥ Yes Certificates, Associate and
Discontinuance Bachelor’s Degrees
providing for:
(1) Injunctive relief; and
(2) option to obtain
full refund for eligible
students.
Pending Regional Yes Associate, Bachelor’s and
(WASC Senior College and Master’s Degrees
University Commission)”!
Withdrawal of license National No Certificates and Associate’s
for Charlotte, NC Dental ~ (ACICS)* Degrees
Assistant Program
Pending National Yes Associate Degrees
(ACICS)*
Pending Regional Yes Associate, Bachelor’s and
(WASC Senior College and Master’s Degrees
University Commission)®’
Assurance of Discon- National— Briarcliffe College;  Certificate, Associate and
tinuance providing for: Sanford-Brown. (ACICS); AIU; CTU Bachelor’s Degrees—Sanford-
(1) injunctive relief; $9.25  Regional— Brown Inst.; Briarcliffe
million restitution; $1 AIU (HLC); Briarcliffe College College; Associate’s,
million civil penalty (MSACS); CTU (HLC)” Bachelor’s and Master’s
Degrees—AIU; Associate,
Bachelor’s, Master’s and
Doctoral Degrees—CTU
Pending National No Associate Degrees
(ACICS)!1
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

Corinthian OR AG Investigation 8/2011 Requested information and documents

Colleges, Inc.10? regarding advertising, compensation,
training and evaluations of admissions
personnel, job opportunities and placement
of graduates, students complaints, and other
matters.

Apollo Group, SEC Enforcement 4/2012 Requested documents and information

Inc.104 Inquiry relating to certain stock sales by company
insiders.

Corinthian SEC Investigation 6/2013 Subpoena sought information relating

Colleges, Inc.10¢ to student information in the areas of
recruitment, attendance, completion,
placement, defaults on federal loans, as well
as compliance with the U.S. Dept. of Educ.s
rules.

ITT Educational SEC Investigation 2/2013 Subpoena requested documents and

Services, Inc.1? communications relating to agreements
entered into, in 2009 and 2010, with
unaffiliated third parties to help students pay
for cost of education through private student
loan programs.

University of US. Dept. of Ed Gov Review 9/2004 Paying incentive compensation to recruiters.

Phoenix; Apollo

Group, Inc.!!

Westwood College; U.S. Dept. of Lawsuit 4/2009 Alleged violations of Consumer Fraud

Alta Colleges Inc.!'®  Justice and Business Practices Act. Misleading
prospective students that its criminal justice
degree program qualifies them for law
enforcement jobs.

American U.S. Dept. of Lawsuit 5/2013 Made short-term private student loans that

Commercial Justice ACC repaid with federal Title IV funds to

College; American artificially inflate the amount of private

Commercial funding counted for purposes of the 90/10

Colleges Inc.!t5 Rule. The short-term loans at issue were not
sought or obtained by students on their own;
rather, school orchestrated the loans for the
sole purpose of manipulating its 90/10 Rule
calculations.

University of U.S. Dept. of Lawsuit 12/2009  Paying incentive compensation to recruiters.

Phoenix; Apollo Justice

Group, Inc.1”
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SCHOOLS

OUTCOME OR OFFER ONLINE/
PENDING ACCREDITOR DISTANCE
(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Pending National— Yes Certificates, Associate,
Everest Colleges (ACCSC); Everest Bachelor’s and Master’s
Univ. Online (ACICS); Wyotech Degrees
(ACCSC);
Regional—
Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)'®
Pending Regional (HLC)'% Yes Certificates, Associate,
Bachelor’s, Master’s and
Doctoral Degrees
Pending National— Yes Associate, Bachelor’s and
Everest Colleges (ACCSC); Everest Master’s Degrees!®
Univ. Online (ACICS); Wyotech
(ACCSC);
Regional—
Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)!%
Pending National Yes Associate, Bachelor’s and
(ACICS)10 MBA Degrees
$9.8 million settlement. Regional Yes Certificates, Associate,
(HLC)12 Bachelor’s, Master’s and
Doctoral Degrees
Settlement provided for National Yes Diplomas, Associate and
payment of $7 millionto ~ (ACICS or ACCSC)!* Bachelor’s Degrees
U.s.
Settlement providing for  National No Certificates
(1) payment of $1 million  (ACICS)!!6
to U.S,; (2) possible
payment of additionall
$1.5 million under
contingency clause in
settlement.
Settlement of $67.5 Regional Yes Certificates, Associate,
million. (HLC)18 Bachelor’s, Master’s and

Doctoral Degrees
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SCHOOLS/ GOVERNMENT INVESTIGATION

OWNERS AGENCY OR LAWSUIT? DATE ALLEGATIONS OR ISSUES

ATI Career U.S. Dept. of Lawsuit 8/2013 Misrepresentation of job place-

Training Center; Justice ment rates; false certification of program and

ATI Enterprises student eligibility for Dept. of Ed. financial

Inc!?? aid; employees engaged in fraudulent
practices to induce students to enroll and
maintain their enrollment in school.

National College; U.S. Dept. of Lawsuit 5/2012 False Claims Act case. Knowingly violated

National College of  Justice accreditor’s requirement to provide adequate

Kentucky, Inc.1?! consultation between team members
and faculty by requiring faculty to sign
Confidentiality and Non-Disparagement
Agreement. Intimidated faculty to prevent
dissemination of truthful information in
order to maintain accreditation and receive
federal funds. Presented false record or
statement to federal government to get false
or fraudulent claim paid.

Stevens-Henager U.S. Dept. of Lawsuit 4/2014 Paying illegal compensation to recruiters for

College; Starting Justice student enrollments.!*

in 1/2013, for-

profit schools

owned by Center

for Excellence in

Higher Education

(nonprofit org)!?

Everest Institute U.S. Dept. of Investigation 4/2011 Employment and placement rates; attendance

(Jonesboro, Justice and Dept. procedures.

GA); Corinthian of Education

Colleges, Inc.!1?6

Education US Govt. & AGs  Lawsuit 4/2011 Incentive compensation paid to recruiters

Management from CA,DC, FL, based upon student enrollment numbers.

Corporation!? 1L, IN, MA, MN,

MT, NJ, NY, NV,
™
Corinthian WI AG Investigation 1/2013 Investigation of recruitment practices and

Colleges, Inc.!30

student borrowing.
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SCHOOLS

OUTCOME OR OFFER ONLINE/

PENDING ACCREDITOR DISTANCE

(AS OF JUNE 1, 2014) (IF ANY) PROGRAMS? CREDENTIALS OFFERED
Settlement provided for  National No Certificates and Associate
following payments from (ACCSC) Degrees!?

letters of credit:

(1) $3.7 million dollars to
U.S. government; and
(2) $2 million in student
loan refunds.

Pending National Yes Diplomas, Associate,
(ACICS)12? Bachelor’s and Master’s
Degrees
Pending National Yes Associate, Bachelor’s and
(ACCSC)1» Master’s Degrees
Pending National No Certificates
(ACCSC)'#
Claims based on compen- National and regional accreditation ~ Yes Certificates, Associate,
sation plan as written at different institutions!? Bachelor’s, Master’s, and
dismissed; claims based Doctoral Degrees

on compensation plan as
implemented pending.

Pending National— Yes Certificates, Associate,
Everest Colleges (ACCSC); Everest Bachelor’s and Master’s
Univ. Online (ACICS); Wyotech Degrees
(ACCSC);
Regional—

Everest College Phoenix (HLC);
Heald (WASC Senior College and
University Commission)'!
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Appendix A Notes

1 This chart is a survey of government actions against and investigations of for-profit schools based on media reports,
school announcements, or publicly available information from government agencies or courts. It is not a complete list of
all government actions or investigations initiated between 2004 and 2014.

2 Corinthian Colleges, Inc., SEC Form 8-K (Jan. 27, 2014); Corinthian Colleges, Inc., “Corinthian Colleges Reports FY 2014
Third Quarter Results” (May 6,2014). All footnotes apply to the information in the row following the first footnote, up
until the next footnote.

3 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
4John Lauerman, “For-Profit Colleges Face New Wave of State Investigations,” www.bloomberg.com (Jan. 29, 2014).
5www.itt-tech.edu.

6 Oliver Staley, “Career Education Under Inquiry From 12 Attorneys General,” www.businessweek.com (Jan. 27, 2014).
7 www.sanfordbrown.edu; www.aiuniv.edu; www.briarcliffe.edu; coloradotech.edu.

8 Education Management Corporation, SEC Form 8-K (Jan. 24, 2014).

9 Eric Kelderman, “State Attorneys General Open New Investigation Into For-Profit Colleges,” www.chronicle.com (Jan.
28,2014).

10 www.edmec.edu.
11 Nick DeSantis, “Calif. Attorney General Investigates Bridgepoint Education Inc.,” www.chronicle.com (Jan. 14, 2013).
12 www.ashford.edu.

13 Complaint for Civil Penalties, Permanent Injunction, and Other Equitable Relief, People of the State of California v.
Corinthian Colleges, Inc., et al.; California Superior Court, San Francisco County, Case No. CGC-13-534793 (Oct. 10, 2013).

14 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.

15 Complaint, People of the State of California v. Corinthian Colleges, Inc., et al., Superior Court for the State of California,
Los Angeles County, No. BC 374999 (July 31, 2007).

16 Final Judgment, People of the State of California v. Corinthian Colleges, Inc., et al., Superior Court for the State of Cali-
fornia, Los Angeles County, No. BC 374999 (July 31, 2007).

17 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
18 Corinthian Colleges, SEC Form 8-K (Jan. 27, 2014).
19 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.

20 Complaint, Consumer Financial Protection Bureau vs. ITT Educational Services, Inc., U.S.D.C., Southern District of Indi-
ana, Case No. 1:14-cv-292 (Feb. 26, 2014).

21 www.itt-tech.edu/programs; www.dwc.edu.

22 Complaint, State of Colorado, ex. rel. John W. Suthers, Attorney General v. Alta Colleges, Inc., et al., District Court,
Denver City and County (Mar. 14, 2012).

23 Final Consent Judgment, State of Colorado, ex. rel. John W. Suthers, Attorney General v. Alta Colleges, Inc., et al., Dis-
trict Court, Denver City and County (Mar. 14, 2012).

24 www.westwood.edu.

25 Press Release, Colorado Dep’t of Law, “Attorney General Suthers Announces Consumer Protection Settlement with
Argosy University” (Dec. 5, 2013).

26 Final Consent Judgment, State of Colo. v. Educ. Management Corp., Argosy Educ. Group, Inc. (Dec. 2013)

27 www.argosy.edu.

28John Lauerman, “Apollo Falls as Education Department Demands Records,” www.bloomberg.com (Apr. 1, 2014).

29 www.apollo.edu.

30 Chris Kirkham, “Feds Probe For-Profit College Accused of Creating Fake Jobs,” www huffingtonpost.com (Feb. 5, 2014).
31 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
32Nick DeSantis, “DeVry Faces Inquiry From Federal Trade Commission,” www.chronicle.com (Feb. 5 2014).

33 www.devry.edu.

34 David Halperin, “Suze Orman Teaching Personal Finance Class—At the University of Phoenix,” www huffingtonpost.com
(Apr. 18, 2013).

35 www.phoenix.edu.
36 Andrew Mytelka, “Florida Attorney General Adds 3 For-Profit Schools to Investigation,” www.chronicle.com (Nov. 3, 2010).
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37 www.sanfordbrown.edu.

38 Richard Danielson, “Florida Attorney General’s Office Now Investigating Eight For-Profit Colleges,”
www.tampabay.com (Nov. 27, 2010).

39 www.concorde.edu.
40Scott Travis, “Florida attorney general investigating 5 for-profit universities,” www.sun-sentinel.com (Oct. 21, 2010)
4 www.argosy.edu.

42 Assurance of Voiuntary Compliance, State of Florida, Office of the Attorney General, Department of Legal Affairs, In
the Investigation of: Keiser University, et al., Respondents, Case No. L10-3-1201 (Oct. 2012)

4 www keiseruniversity.edu.

44 Daniel Luzer, “Florida Attorney General Targets For-Profit Colleges,” www.washingtonmonthly.com (Oct. 21, 2010);
www kaplanuniversity.edu/about/about-kaplan-university.aspx.

45 www kaplanuniversity.com.

46 Assurance of Voluntary Compliance, State of Florida, Office of the Attorney General, Department of Legal Affairs,
In the Investiigation Of: KIMC Investments, Inc., d/b/a MedVance Inst., et al., Case No. L10-3-1194 (June 2012),
myfloridalegal.com/webfiles.nsf/WEF/JMEE-8V8QLJ/$file/MedVance.pdf; www.edaff.com.

47 Scott Travis, “Florida attorney general investigating 5 for-profits probe,” www.sun-sentinel.com (Oct. 10, 2010).

48 Assurance of Voluntary Compliance, State of Florida Office of the Attorney General, Department of Legal Affairs, In the
Investiigation Of: KIMC Investments, Inc., d/b/a MedVance Inst., et al., Case No. L10-3-1194 (June 2012), myfloridalegal.
com/webfiles.nsf/WF/JMEE-8V8QL]/$file/MedVance.pdf.

49 www fortis.edu.

50 Assurance of Voluntary Compliance, In the Matter of Bridgepoint Educ., Inc. and Ashford Univ., L.L.C. (May 15, 2014),
www.state.ia.us/government/ag/latest_news/releases/may_2014/Ashford_AVC.pdf.

51 www.ashford.edu.

52 Complaint, People of the State of Illinois v. Alta Colleges Inc., et al., Circuit Court of Cook County, Illinois, County
Dept., Chancery Div., No. 12CH01587 (Jan. 18, 2012).

53 www.westwood.edu.

54 Andrew Harris, “Corinthian Colleges Sues State Over Data Sought in Probe,” www.businessweek.com (June 29, 2012).
55 Corinthian Colleges, Inc., SEC Form 10-Q (Dec. 31, 2011).

5 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.

57 “Tllinois, Massachusetts issue subpoena to DeVry,” Chicago Tribune (Apr. 16, 2013).

58 www.devry.edu

59 Complaint, Commonwealth of Kentucky, ex rel. Jack Conway v. Daymar Learning, Inc., Commonwealth of Kentucky,
Daviess Circuit Court, Case No. 11-CI-01016 (July 27, 2011).

60 www.daymarcollege.edu.

61 Chris Morran, “Court Orders For-Profit College to Pay $1,000/Day For Sidestepping Subpoena,”
www.consumerist.com (Dec. 4, 2013).

62 www.national-college.edu.

63 Complaint, Commonwealth of Kentucky, ex rel. Jack Conway v. National College of Kentucky, Inc., Commonwealth of
Kentucky, Fayette Circuit Court, 22nd Judicial District, No.11-C1-4922 (Sept. 27, 2011).

64 www.national-college.edu.

65 Complaint, Commonwealth of Kentucky, ex rel. Jack Conway v. The Sullivan University System, Inc. d/b/a/ Spence-
rian College, Commonwealth of Kentucky, Jefferson Circuit Court, No. I3CI100220 (Jan. 15, 2013).

66 www.spencerian.edu.

67 David Halperin, “Suze Orman Teaching Personal Finance Class - At the University of Phoenix,” www.huffingtonpost.com
(Apr. 18, 2013).

68 www.phoenix.edu.
69 Career Education Corp., SEC Form 10-K (for fiscal year ended Dec. 31, 2012).
70 www.sanfordbrown.edu; www.aiuniv.edu; www briarcliffe.edu; coloradotech.edu.

71 Complaint, Commonwealth of Massachusetts v. Corinthian Colleges, Inc.; Corinthian Schools, Inc., Court of Mass.,
Superior Court Department, Suffolk County, Civil Action No. 14-1093 (Apr. 3, 2014), available at www.mass.gov.

72 www.everest.edu.
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73 “Illinois, Massachusetts issue subpoena to DeVry,” Chicago Tribune (Apr. 16, 2013).

74 www.devry.edu.

75Todd Wallach, “Martha Coakley widens probe of for-profit schools,” The Boston Globe (Feb. 4, 2013).
76 new.artinstitutes.edu/boston.

771TT Educational Services, Inc., SEC Form 10-K (Dec. 31, 2012).

78 www.itt-tech.edu.

79 “Kaplan Gets Document Request From Massachusetts AG,” www.foxbusiness.com (May 2011); www.kaplanuniversity
.edu/about/about-kaplan-university.aspx.

80 www .kaplancareerinstitute.com.

81 Complaint, Commonwealth of Massachusetts v. Sullivan and Cogliano Training Centers Inc., Commonwealth of Mas-
sachusetts Superior Court Action No. 13-0357B (Apr. 3, 2013).

82 Final Judgment by Consent, Commonwealth of Mass. v. Sullivan & Cogliano Training Center, Inc., Commonwealth of
Mass. Superior Court Civil Action No. 13-0357B (Oct. 28, 2013).

83 Complaint, Commonwealth of Massachusetts v. Career Institute, LLC; Advance Career Technologies, Inc.; and ABC
Training Center of Maryland, Inc., Commonwealth of Mass. Superior Court Department Civil Action No. 13- 4128H (Nov.
21, 2013).

84 Allen Yesilevich, “Massachusetts Attorney General Probes Universal Technical Institute (UTI) Over Student Loans;
Shares Fall,” www.classactioncentral.com (Dec. 7, 2012).

85 www.uti.edu.
86 Alex Friedrich, “Minnesota attorney general seeking info from Corinthian Colleges,” www.mpr.org (Sept. 3, 2013).
87 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.

88 Nick DeSantis, “Minnesota Settles Accreditation Case with For-Profit College,” www.chronicle.com (Nov. 27, 2013);
Assurance of Discontinuance, In the Matter of Herzing, Inc., d/b/a/ Herzing University, State of Minnesota, District
Court, Second Judicial District, County of Ramsay, 62-CV-13-8231, (Nov. 27, 2013), available at www.nacua.org.

89 www herzing.edu.
90 Bridgepoint Education Inc., SEC Form 8-K (Oct. 3, 2011).
91 www.ashford.edu.

92Jim Bradley, “Kaplan withdraws license for Charlotte campus dental program,” www.wsoctv.com (Jan. 20, 2012);
www kaplanuniversity.edu/about/about-kaplan-university.aspx.

93 www kaplancollege.com.

94 Dennis Domrzalski, “AG’s office sues ITT Educational Services,” www.bizjournals.com (Feb. 27, 2014).

95 www .breckinridgenursing.com.

9% Liam Dillon, “New York AG Investigating Bridgepoint, NYT Says,” www.voiceofsandiego.org (May 19, 2011).
97 www.ashford.edu.

98 Assurance of Discontinuance No. 13-379, In the Matter of the Investigation by Eric T. Schneiderman, Attorney General
of New York, of Career Education Corporation, Respondent (Aug. 19, 2013).

99 www.sanfordbrown.edu; www-.aiuniv.edu; www.briarcliffe.edu; coloradotech.edu.

100 Education Management Corporation, SEC Form 10-K (Aug. 30, 2011).

101 www.artinstitutes.edu

102 Corinthian Colleges, Inc. SEC Form 10-Q for the quarter ended September 30, 2011.

103 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
104 Apollo Group, SEC Form 8-K (April 18, 2012).

105 www.apollo.edu.

106 Chad Terhune, “Corinthian Colleges’ Stock tumbles 23% Since Disclosing SEC Probe,” www latimes.com (June 16, 2013).
107 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
108 www.cci.edu.

109TTT Educational Services, Inc., SEC Form 10-K (Feb. 22, 2013).

110 www.itt-tech.edu.

11 Dawn Gilbertson, “Student-recruitment tactics at University of Phoenix blasted by feds,” The Arizona Republic, azcen-
tral.com (Sept. 14, 2004).
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12 www.phoenix.edu.

113 Andrew Mytelka, “Proprietary College to Pay $7-Million to Settle Federal Student-Aid Charges,” www.chronicle.com
(Apr. 20, 2009).

114 www.westwood.edu.

115 Press Release, U.S. Dep't of Justice, “For-Profit School in Texas to Pay United States up to $2.5 Million for Allegedly
Submitting False Claims for Federal Student Financial Aid,” www justice.gov (May 31, 2013)

116 www.americancommercialcollege.com.

117 Press Release, U.S. Dep't of Justice, “University of Phoenix Settles False Claims Act Lawsuit for $67.5 Million” (Dec. 15,
2009).

118 www.phoenix.edu.

119 Michael Bathon, “ATI Enterprises Files for Bankruptcy After Student-Aid Probe (1),” www .businessweek.com (Jan. 21,
2014); Press Release, U.S. Department of Justice, “Texas-Based School Chain to Pay Government $3.7 Million for Submit-
ting False Claims for Federal Student Financial Aid,” www justice.gov (Aug. 22, 2013).

120 Matt Chiappardi, “For-Profit School Chain ATI Hits Ch. 7 After Aid Settlement,” www.law360.com (Jan. 21, 2014).

121 United States, ex rel. David R. Hoffman, v. National College a/k/a National College of Kentucky, Inc., Opinion and
Order, Case No. 3:12-CV-237-THS (N.D. Ind. July 8, 2013).

122 www .national-college.edu.
123 Bill Roberts, “Stevens-Henager College Violates Anti-Recruitment Law, U.S. Says,” www.idahostatesman.com (May 8, 2014).

124 David Halperin, “If a For-Profit Becomes a Non-Profit, Is That Good? Not Necessarily,” www.huffingtonpost.com
(Feb. 11, 2013).

125 Bill Roberts, “Stevens-Henager College violates anti-recruitment law, U.S. says,” www.idahostatesman.com (May 8, 2014);
www.stevenshenager.edu.

126 Phil W. Hudson, “Feds probing Corinthian Colleges’ campuses,” www .bizjournals.com (Feb. 14, 2014).
127 www .everest.edu.

1287U.S. v. Educ. Management Corp., 871 F.Supp.2d 433 (2012); U.S. v. Educ. Mgmt. Corp., 2014 WL 1796686 (W.D. Pa.
May 6, 2014).

129 www.edmc.edu.
130 John Lauerman, “Corinthian Falls After SEC Starts Probe on Recruitment,” www.bloomberg.com (June 11, 2013).

131 www.everest.edu; www.everestonline.edu; www.wyotech.edu; www.everestcollegephoenix.edu; www.heald.edu.
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APPENDIX B

PROBLEMS WITH STATE AUTHORIZATION RECIPROCITY
AGREEMENTS AND HOW TO FIX THEM

Unfair Reciprocity Agreements: Protecting Fraudulent On-Line Schools from
State Oversight

As currently drafted, the four regional state authorization reciprocity agreements (col-
lectively referred to as SARA), contain the following anti-consumer, anti-state oversight
provisions:!

= Accreditation in Lieu of State Standards: The home state must accept institutional
accreditation as sufficient initial evidence of academic quality for approving schools’
participation in SARA. Distant states may not apply more stringent minimal stan-
dards to SARA schools.

= Treatment of Public, Private Non-Profit and Private For-Profit Schools as If They
are the Same: SARA does not allow a state to sign onto SARA for some types of
schools while opting out for those schools it decides pose a higher risk to its citizens.

= Waiver of State Consumer Protection Laws: A distant state must waive its over-
sight laws with respect to covered schools. The state only retains the ability to use
general criminal or consumer protection laws against them, such as Unfair and
Deceptive Acts and Practices (UDAP) statutes.

= Lack of Consumer Protections: SARA only requires that schools provide accurate

information to students regarding a number of areas, including refund policies and

accreditation. Distant states may not apply more stringent consumer protection pro-

visions to SARA schools:

= Student Recovery Funds/Bond Provisions: It is up to the home state to provide for
teach-outs or for “reasonable financial compensation” for the education not
received when a school closes. This means that distant state students are only
entitled to payment from tuition recovery funds or bonds as provided by the
home state, if anything.

= Refunds and Cancellation Provisions: Distant states may not enact refund or cancel-
lation provisions applicable to SARA schools. It is unclear whether a home state’s
refund and cancellation rights would be exported to cover distant state students.

! National Council for State Authorization Reciprocity Agreements, “State Authorization Reciprocity
Agreements: Policies and Standards” (Feb. 10, 2014). All four regional SARAs include these provisions and
are available at each of the following websites: see www.wiche.edu, www.mhec.org, www.nebhe.org,
www.sreb.org.
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= Private Cause of Action: SARA does not provide for any private cause of action for
harmed students, and would wipe out any such cause of action in existing distant
state law.

= Enrollment Agreements, Disclosures, Language Provisions, Private Rights of
Action, Prohibitions Against Deceptive Practices: These and many other typical
consumer provisions in state oversight schemes are not included in SARA.

= Programs that Lead to Licensure: SARA allows covered schools to offer programs
that lead to a licensed profession in distant states even when the programs do not
qualify students for licensure in that state. SARA only requires that schools disclose
that the program does not meet state licensure requirements.

= Inadequate Student Complaint Procedures: SARA requires students to first try to
resolve a complaint with the school through its internal grievance procedure. Only
after going through this procedure may a student then submit a complaint to the
home state. Although the distant state may work to resolve the complaint, only the
home state may make the final decision.

Balanced Reciprocity Agreements: Revisions for Fairness to States and Students

To more equitably address consumer, state, and school interests, SARA could be revised
to provide that the distant state will retain the following rights:

= the authority to apply stricter consumer protections to distance education programs,
including prohibitions targeted to unfair and deceptive business practices, disclo-
sure requirements, student cancellation and refund rights, student tuition recovery
fund provisions, private causes of action, and requirements for enrollment agree-
ments and other important documents.

= the authority to sign onto SARA for some types of schools, but to opt out for types
of schools that pose a higher risk to its citizens.

= the jurisdiction to limit or deny approval, or take any other appropriate action, in
the event it determines that the school has failed to meet the minimum SARA stan-
dards, its own minimum standards, or violated any state law or regulation.

= the responsibility for accepting, investigating and acting on complaints from distant
state students (up to and including revoking a school’s state authorization), and the
school should be required to cooperate with any investigation.

= the right to impose its own record retention requirements, require the school to
provide annual data regarding distant state students, and to inspect documents,
conduct announced or unannounced site visits, speak with students and employees,
and require the school to comply with any other informational requests or audits.

= the right to require that the school notify it in whatever circumstances it deems nec-
essary, for example if ownership or control changes, an accrediting agency proposes
to take an adverse action, a law enforcement agency starts an investigation or files
an action, etc.
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= the authority to charge the school adequate fees to fully fund its investigative
oversight.

= the authority to review the school for compliance with any stricter state standards
and/or use its more active processes to ensure that a school meets SARA or its
standards. For example, if the home state simply accepts accreditation as sufficient
for approval and the distant state requires a more in-depth review to ensure that the
school satisfies the standards, such as through document review or site visits, the
distant state should be able to visit the physical location of the campus, request that
the school submit information, and take other actions it deems necessary to grant
approval through SARA.
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APPENDIX C

SAMPLE FOR-PROFIT SCHOOL ADVERTISEMENTS

University of Phoenix

= “An education that helps prepare you with the skills and knowledge you'll need for
professional life after the military.”!

= “Imagine if everything you did led to the career you wanted. Dare to dream. Put
your passion into education. Strive for excellence.”?

DeVry University

= “90% of DeVry University grads actively seeking employment had careers in their
fields within six months.”?

Ashford University

= “When you pursue a higher education, you are setting out to create a new future for
yourself. It is through your investment in knowledge that you will find the profits
of life. You can pursue a promotion at work or a new career. You can inspire loved
ones to follow in your footsteps. You can awaken a desire to never stop learning.
And you can feel fulfilled in your great achievement.”*

Daymar College

= “If you're ready to take the next step toward a successful future, Daymar College
can help you get there! At Daymar, We Change Lives . . . One Person At A Time.®
Our career-specific education programs can prepare you for an exciting new career
that can help you build a better life for you and your family. If you've always
dreamed of a better future and the security that comes with an education you can
always fall back on, enroll at Daymar College now.”>

! www.phoenix.edu/colleges_divisions/military.html (last checked May 5, 2014).

2 www.ispot.tv/ad/7fIK/university-of-phoenix-dream-job (last checked May 5, 2014).

8 www.devry.edu/career-services/employment-statistics.html (last checked May 5, 2014).
4 www.programs.ashford.edu/index.php (last checked May 5, 2014).

> www.daymarcollege.edu/discover/?adkey=Kkey (last checked May 5, 2014).
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APPENDIX D

KEY COMPONENTS FOR CLEAR JOB PLACEMENT
AND COMPLETION RATE DEFINITIONS

Job Placement:

= What types of jobs may be counted as placements? The job title should match that
provided on the certificate or degree or the work routine should predominantly
require the use of core skills and knowledge expected to have been taught in the
program. This would help prevent schools from manipulating placement rates by
counting jobs that are not related or only tangentially related to the occupations
trained for. In instances where the completers are continuing in prior employment,
the prior position must be reasonably related to the program training and the
completer must attest in his/her own handwriting at the time of enrolling and after
completion that the training led to maintaining or advancing in his or her position.

= How soon after graduation must a student obtain employment? Within six
months, since that is the point at which most students must start making their
federal student loan payments. This should be adjusted for occupations which
require licensure or private certification, with the six-month period starting on the
date when the results of the first licensure or certification examination is reasonably
available to students after they graduate.

= How long must employment last in a single job? Minimum of 13 weeks continu-
ous employment in a single job. Otherwise, schools may count temporary jobs of
short duration or accumulate time periods for different jobs that a graduate is not
able to keep because he lacks the necessary skills.

= Are part-time or full-time jobs counted? Full-time employment should be defined
as a minimum number of work hours per week, for example 32. Part-time should
only be counted if the student, in his own handwriting, states that he only intends
on finding part-time employment upon graduation. Most students enroll in order
to obtain full-time employment and will therefore consider the placement rates to
accurately reflect students who have obtained full-time employment.

= Which students are eligible to be counted? Only those students who complete
their programs. Students who have not completed their programs should not be
included in this calculation.
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Completion:

= Which students should be included in the completion rate calculation? The
denominator should be the total number of students who enroll within a defined
one-year time period.

= Which of these students may be counted as graduates? The numerator should
only include those who complete their programs within 100% of the original time
scheduled to completion when they enrolled. Some schools misrepresent both the
time to completion and, as a result, the cost of obtaining a certificate or degree.
Schools should not benefit from these misrepresentations with inflated completion
rates that include graduates who completed in some greater time period, such as
150% of the represented time to completion. Most students will expect that the
completion rate will reflect the 100% rate.

® The numerator should also include students who are able to transfer their credits to
another program.

Both Job Placement and Completion:

Exclusions: Schools should be allowed to exclude only a few categories of students—
those who are unable to complete or obtain employment due to:

m death;

= disability;

= military service;

= continuing education at least half-time (for the placement rate only); or

® incarceration.
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APPENDIX E

KEY CRITERIA FOR IDENTIFYING SCHOOLS
THAT MAY BE ENGAGING IN SYSTEMIC FRAUD

= The nature and severity of violations alleged in student complaints, the extent
of potential harm to the student (for example, failure to make required refunds,
misrepresentations regarding the likelihood of employment or earning ability after
graduation), and evidence of similar violations subsequent or prior to the complaint
under consideration;

= Whether the school receives more than 70% of its revenues from Title IV and other
federal funding sources (such as benefits for service members or veterans);

= Whether the school’s 3-year cohort default rate is above 15%;

= Whether the school has placement rates, completion rates and/or licensure or
certification rates that are far higher or lower than comparable programs offered by
other for-profit schools;

= Whether a school spends more revenue on marketing, recruitment and advertising
than on instruction;

= Whether the school has experienced a dramatic increase in enrollment, has recently
expanded its programs or campuses, or has recently consolidated campuses;

= Whether the school offers degree programs to which students are admitted without
having to demonstrate their aptitude on a test regularly used for admission decisions
by public colleges, such as the SAT or ACT;

= Whether the school offers non-remedial program courses in English, but enrolls
more than 10% of students who have limited or no English language proficiency in
reading, writing, speaking or understanding;

= Whether the school enrolls more than 50% of its students in on-line programs;

= Whether there has been a recent change of ownership or control or a change in the
business organization (from nonprofit to for-profit or vice versa);

= Whether the school’s audited financial statements indicate there may be issues with
its financial health;

= Whether the school is unable to compensate its employees;

= Whether the school has recently been the subject of a qui tam action or an investiga-
tion, judgment, settlement or regulatory action involving a government agency; or

= Whether an accreditor has restricted the school’s institutional or programmatic
accreditation, a government agency has restricted the school’s approval or subjected
it to an injunction, or the U.S. Department of Education has placed the school on
cash-reimbursement or heightened monitoring status.
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APPENDIX F

KEY CHARACTERISTICS OF AN
EFFECTIVE STUDENT COMPLAINT PROCESS

The most effective complaint processes include the following characteristics.

= accessibility, with information about how to submit a complaint by phone, online,
and by mail clearly provided on the state agency and school website, as well as in
writing to all students when they enroll in a for-profit school;

= thorough investigation of all complaints when the allegations, if taken as true,
would constitute a violation of the statute or regulations;

= adequate investigative resources, including a minimum number of trained investi-
gators, for example based on the total number of students enrolled in the schools it
regulates, to handle complaints in a timely manner;

= the availability and appropriate use of investigative procedures and tools, includ-
ing the review of prior student complaints, witness interviews, on-site document
reviews, unannounced site visits at campuses or internship sites, and audits of
relevant institutional data;

= an equal and adequate opportunity for each party to present relevant oral and docu-
mentary evidence in response to the other party’s evidence;

= a hearing and appeal process equally available to each party and conducted by
impartial hearing officers with knowledge of the applicable statute and regulations,
and an opportunity for each party to examine the other party’s evidence and compel
witness attendance;

= a rule that oral and written testimony will be accepted only from witnesses who
have personal knowledge of the matters to which they are testifying, and that the
agency will make a credibility determination when there is conflicting testimony;

= written determinations for each complaint that state reasons underlying each deter-
mination, the statutory or regulatory basis for the determination, and a description
of the evidence relied upon; and

= authority to require student refunds if a preponderance of the evidence demon-
strates a statutory or regulatory violation, plus penalties or other appropriate relief
in the case of systemic violations.

©2014 National Consumer Law Center www.nclc.org Ensuring Educational Integrity m 67



APPENDIX G

IN THEIR OWN WORDS: STORIES/QUOTES FROM
FORMER FOR-PROFIT SCHOOL STUDENTS

The following stories were submitted by for-profit school students to NCLC’s Student
Loan Borrower Assistance Project (www.studentloanborrowerassistance.org).

S.1., Winsboro, LA, age 43, regionally accredited national chain

“I have been a pharmacy technician for over 20 years. At age 35, I [enrolled] . . . hoping
to earn a better job and a better income. My goal is a job in healthcare administration. . . .
I graduated . . . in April 2010, with a bachelor of business administration degree. . . .
Unfortunately, earning my degree has sent my life in a downbhill spiral. I have been
unable to find employment with my business degree. . . . In addition, I have only been
able to find temporary and part time work as a pharmacy technician [and] I have to
communte nearly 200 miles for this current job. I can not find work where I live. I have
applied for many job positions—from housekeeping and cashiers to management.
[HJiring managers for . . . administrative/ management positions tell me I do not have
enough experience. I feel my degree has hurt me more the helped me.

As well, my student loan debt has left a tremendous bruise on my personal life. [My
boyfriend] has given me shelter through unemployment and he is the only reason I am
not homeless at this point. I . .. spend $400 to $600 monthly [on] my 200 mile commute
to my present employer. . . . Sometimes, I try to save money on lodging . . . by sleeping
in my car. The loan payment on [the private loan my boyfriend] co-signed . . . is $200
monthly. ... After these expenses, I have little money for food clothes and medical
expenses.

I obviously made a grave mistake going to college and trusting my future with our
nation’s higher educational system.

If my wages are garnished I will not have money to commute to work. One reason I am
not finding employment is due to my poor credit record due to inability to pay student
loans. Hiring managers in the business administration/management field tell me I

do not have enough administration/management experience. Many hiring managers
simply ignore my degree. . ..

[The for-profit school] simply taught text book material. They did not teach the hands on
skills needed to find employment, such as MS Excel and analyzing business data. [The
school] does not provide assistance with internships [or] job place[ment]. When I noti-
fied [my campus} that I was unable to find employement with my . . . degree they did
not return my phone calls.”
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A.M., Chaska, MN, age 27, regionally accredited national chain
Owes $125,000 in federal and private student loans

“I went [to a for-profit school]. They stated a job placement program (98% job placement
rate) along with aid during the last semester and after graduation to help students find
jobs. I received emails from my career advisor for about 2 months, then every email I
sent her went unreturned. I left school with a $16,000 federal loan and an $88,000 private
loan. T had 6 months after my graduation until I had to start repayment. In the past 7 years
(since graduating) the most I have made at any job was $14/hour (and this was an
accounting job, my major was photography). Now I have 4 part time jobs, only one is
photography related and my loans have jumped to $17,000 for my federal and $108,000
for my private. . . . I have become hopeless that my loans will ever be at a monthly pay-
ment that I can make and still pay for food, gas, and rent. . . . I wish i could tell all of

the high school students of the US to research and be careful to check and double check
what banks and schools promise, they don’t care about you or your well being, they are
only in it for themselves and their company.”

P.R., Littleton, CO, age 60, parent of student, regionally accredited national chain

Daughter owes $15,000 in private student loans

“My daughter attended . . . [a for-profit school]. The school was purchased by [a large
corporation] after she had started her course work. There were obvious changes in the
quality of education as soon as the sale was final: teachers were let go; video equipment
needed for school projects was not available or repaired; class size increased to the point
there weren’t enough chairs for all students enrolled; the building was over-crowded
and uncomfortable; required courses were not offered on a regular basis which extended
the enrollment period and increased costs, [etc.] My daughter graduated with honors,
but she was unable to find work in her field. Her former classmates have encountered
the same problem, and none of these kids can pay back the huge [private] loans the
college arranged with Sallie Mae. Sallie Mae (SM) made it impossible for my daughter
to obtain forbearance or reduce payments during unemployment and under-employ-
ment. . . . Despite our best efforts, Sallie Mae turned the debt over to General Revenue
Corp., a collection agency that SM reportedly owns. . . . The $6000 debt has now
increased by $1000 for collection fees PLUS they increased the interest rate to 18.5%.”

M.K., Yorkvile, IL, age 28, nationally accredited national chain
Owes $122,000 in private and federal student loans

“I have been struggling for 8 years now to pay off my student loans and I have not made
a dent. Originally my interest only payment from Sallie Mae was to be just over $1200/
month. . .. who can afford that?? . .. And that is interest only, it will take me a life time
to pay off a loan like that. I have attempted EVERY repayment option that is available
through Sallie Mae and they have denied me, with no reason given. . .. My degree has
been no benefit. I blame most of this on the school. . . . They promised that after gradua-
tion they would help us find a job. I did not complete a 4 year degree to work in the mall

©2014 National Consumer Law Center www.nclc.org Ensuring Educational Integrity m 69



and make minimum wage! I am a single mom, make a below that average living and

am struggling each & everyday to make each payment. Since when is it a life long pun-
ishment to get an education? Where is the relief . . . ?? The type of job I went to school
for has additional requirements that were not provided by my school. I went to school
in hopes of becoming a Buyer. There are additional certificates and computer training
programs I need to pursue a position like this. They promised the world when enrolling,
and in the end every promise was broken.”

M.M., Cleveland, TN, age 41, regionally accredited national chain
(online program)

Owes $68,000 in federal and private student loans

“In 2004, I was coming out of a rather long divorce. I worked in a factory, and I wanted
some way of improving my life and my future, I saw an ad for a new program that

[a for-profit school] was starting up and I contacted them. They told me about their
‘placement programs for graduates” and made the program sound irresistable. It was
something that I could do and continue to work my regular job, so I took out a loan with
Sallie Mae, and got started on the classes. Maybe 9 months into the program, I started

to have some reservations about it, it seemed too easy, I expressed those reservations to
one of my instructors and they encouraged me to stick with it, and I finished the pro-
gram in 2008 right at the time of the financial crash when no one was hiring. Luckily, I
already had a job, which I still have today no thanks to any experiences or ‘training” that
I might’ve gotten from my time at [the for-profit school]. So, after graduation, I spent a
couple of weeks getting phone calls from the ‘placement department’ basically direct-
ing me to postings on Careerbuilder.com and other job boards like that for jobs which
weren’t even related to the degree which I'd just completed from their organization, and
NONE of those jobs paid better than the job which I already had. All of it was a waste!

Frankly, I don’t think that they should offer the types of degrees in areas where there is
not an established industry for graduates to be placed in. I interviewed for several posi-
tions that were related to my degree, and in ever[y] interview I found that I was having
to explain what the degree was, and what the school was. I felt grossly underexperienced
to enter a job in that field after graduating the program. Today, I just feel ashamed to even
admit to having gone there. I couldn’t even use it to advance into the marketing depart-
ments here at the company that I am presently working for after being here for five years!”

D.W., Carteret, NJ, age 56, nationally accredited school with 2 campuses
Owes $10,000

“I sign up with [a for-profit school], with promise of financial aid for the course I took,
Micro Soft Office, the course is barely 6 months long, they offered [me] a student loan
of $3000 . . . and I took it, after completing the course with a B average they told me that
if I pass on time the course would be free. I completed the course. later I found out that
nothing the school said was true with out my knowing they took out a $10,000 student
loan on my behalf for a less than 6 month course, after passing the course nothing was
free, as they said plus financial aid, they did not have [an] internship sit aside for me so
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I did not get that. What I need to know is how can I stop this from happen to others this
school is ripping people off, and the government. Can someone help me with this this is
a bad experience, for anyone. Now I'm 10,000 dollars in debt.

[The for-profit school] only teaches the basics, and not how to type, if you come with no
knowledge of the keyboard they do not give lesson on it. they promise to train you in
(mouse) Micro Soft Office User Specialist with a certificate upon completion, but Gradu-
ation is over one to two years after completion, so what they suggest is that you go back
and take another course with them in a different field, which is what students are doing,
because of a promise of a check every two weeks for attending their school. They also
say if you pass you wont have to pay that back, but you do.”

S.S., Fremont, MI, age 37, enrolled in 2003, nationally accredited national
chain (online program)

Owes $65,000 in private and federal loans

“In 2003, my USMC Reserve unit was activate for Operation Enduring Freedom. When I
got back, my contract had expired and I was out of the Marines without an option to re-
enlist. My job was going to be phased out so I went to a technical school in order to get a
technology degree in order to save my job. Their ‘job placement” programs consisted of
job fairs that had entry level positions not in the IT field. The programs did not provide
any opportunity for experience (like internships) and was not good enough to get posi-
tions that I was told the course would allow me to do.

Since I was in the reserves . . . I did not get any G.I. Bill benefits. When talking to the
financial aid department, I was told if I completed 4 years, my student loan payments
would be approximately $200 per month. The first bill I received was for over $700. I
repeatedly tried to work with Sallie Mae, but every time I do, they utilize . . . collection
tactics and will do nothing to work with me.”

A.M., Fairfield, CT, age 31, nationally accredited national chain
Owes $80,000 in private and federal loans

“I took a private student loan to continue my education, after finishing my medical
assistant program I was told by my school I was to start making $18 per hour, that never
happened. I graduate in 2005 and now I am making $15 per hr. and I am working as reg-
istrar in the emergency department. Have 2 small children and unemployed husband. I
defaulted my private student loan and I am desparate, I don’t know how to handle the
situation, I tried in the past, I called American Education Services many time to tell them
my situation and ask them to please make my payments affordable but they did not
want to hear it. Now I defaulted and who knows what is going to happen. I am strug-
gling to put food on the table for my kids, it is so frustrated. I am so afraid that they will
take money from my paycheck and I won’t be able to feed my kids pay my rent my car
insurance and all the things I need to make a living.”
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S.B., Akron, OH, enrolled in 2008, nationally accredited school with several
campuses

“In 2008, when I was 21 years old, I heard about a ‘career school’ . . . that promised a

job in the field I studied. At the time I thought this was a great idea. I had no job, was
living on my own and since I didn’t do well in High School this school seemed perfect. I
visited the school and they gave me a great “salespitch” about their shool. They promised
an externship, a job, that their "‘National accreditation” could be used at ANY college or
University , that the loan I would receive wouldn’t kick in until six months after gradu-
ation and that if I didn’t have a job it wouldn’t affect me. They showed me a ‘“document’
of success stories and at the time it sounded ideal for my situation. I would be in school
for 9 months and come out making ‘tons” of money. Who wouldn’t sign up for that?

The school, hired students to be teachers, we didn’t learn anything as far as hands

on medical care. New people were being enrolled every two weeks and no one knew
why. I graduated with honors, had a 4.0 GPA and had to find my own interviews. The
school NEVER helped me with anything, employers wouldn’t even consider me when
they heard I graduated from [the for-profit school]. . . . The school promised to get us
an externship and never did. They promised ‘job placement” and never helped us find
ajob. ... We were robbed of a real education . . . It was a joke , a scam and this school
should be shut down. And the students should be free from loan burdens since we
didn’t even get an education.

[Flast forward to today (3/24/2013) Im married, my husband has cancer, | NEVER
received a job from a school that promised me one. . . . I take care of my husband who is
a disabled Veteran. . .. We live on VA assistance. Now, I'm trying to get into a Univer-
sity to better mine and my husbands future. . . . I find out from the University I'm trying
to get into, that . . . NONE of the work and time I put into the school will be transferred
over to the University. How can this be, when [the for-profit school] told me, that I can
transfer my transcripts to any school I wanted since they were “Nationally Accredited”
... The only thing I'm trying to do is better my life, take care of my disabled husband
and try to get out from underneath a loan from a school that lied to me. . . . I didn’t pur-
posely default on my loan. I was a victim to a school that did nothing but lie and ruin my
life in the long run. It has literally turned into, battle after battle . All I want is a way out.”

G.S., Mason City, IA, age 58, enrolled in 2007, nationally accredited national
chain

Owes more than $43,000

“I went to [a for-profit school] to learn how to be a Medical Assistant. . . I had to change
from the Medical Assistant to Interdisciplinary Studies, because I couldn’t do the clini-
cal. After I graduated, the school didn’t help me find a job. I didn’t know what type of
jobs that Interdisciplinary Studies was for . . . Someone at [the school] said they were
going to send me a job packet, but they never did. . . . I work for two temp services with
limited hours. I have a lot of trouble keeping up with all of the bills. I recently caught
up my heating bill. . . . I think that the degree was worthless and didn’t help me at all. I
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think the loans are pretty expensive and unaffordable. I'm looking for some kind of help
to help with the massive debt the student loans created for me—which I can’t afford.”

A.M., Tucson, AZ, age 33, nationally accredited national chain
Owes over $100,000 in private and federal student loans

“I graduated from culinary school in 2004. I was told chefs make GREAT money, just
sign on the line. After several low paying jobs, I found myself pregnant, unemployed,
and out of forbearance options . . .. When I asked Sallie Mae for help . . . they told me
I could consolidate my loans with a cosigner and a payment of several thousand dol-
lars. With a newborn, I was trying to get back on my feet, and this was not an option. I
was told this was my only option. Time passed, and eventually I was served with the
legal documents from the law firm my loans were sold to. . . . Today, I take care of my
two kids, by myself, and am having 25% of my income from my full time employer
garnished. I was under the impression that I would be a ‘Chef” when I graduated and I
would be making good money . . . no one told me it would be YEARS before I made a
living wage.”

K.T. North Hills, CA, age 29, nationally accredited national chain
Owes $59,000 in federal and private student loans

“Before I started my education, I was told by the recruiters that all their students found
jobs after graduation. They said that they have job placement program that will help

you find jobs. They also said they have a career center that will help students as long as
they want. After graduating with AS degree, they wanted me to get my Bachelor. They
said it will cost me around $90k for my Bachelor. I signed up for the Bachelor Program
but then I got out before school started because my previous loan was too much for me
to pay. The Registrar and many representatives have asked me many times to go for my
Bachelor. They said that I shouldn’t worry about the loan because I will get a job after
graduating. I accumulated $50k school loans. After 6 months of graduation, I was unable
to find a job. I went back to a community college. Many schools did not accept my cred-
its. However, I was told by the Register that my credits are transferable . . . [the for-profit
school] did not help me find a job like they said. They send out weekly emails with job
offers but the jobs are not even in related in our fields. . . . For the past 3 years, I've been
trying to find a job in my field but I have no luck.”
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L.C., 34, Holyoke, MA, nationally accredited school with multiple campuses in
three states

“My story goes as thus, I attended [a for-profit school] for medcial assisting program.
Upon enrollment it was said that I would be placed in an externship for training, and
that 90% of thier students get hired by the offices in which the students get placed. It
was also stated that I would be able to find employment as a phlebotomist or an assis-
tant in pharmacies. After getting ceritified and reworking my resume a few times, I was
still unable to find employment. After two and a half years I gave up the persuit and
settled with whatever employment I could find. Then I find out that I would have to
take an entire different set of classes and trianing as well as a different exam, to be eli-
gable for phlebotomy and a pharmassist's tech. I was informed that students from [the
for-profit school] were looked down upon. Most medical offices wanted nothing to do
with thier students due to lack of experience.”
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Note: This brief updates Step 2 of the National Consumer Law Center’s Ensuring Educational
Integrity: 10 Steps to Improve State Oversight of For-Profit Schools (June 2014) available
at: http:/ /tinyurl.com/muslfjb.

Distance online education is now the fastest growing segment of higher education.! Most
states, however, have abdicated their responsibility to protect the increasing number of
online education students from predatory and illegal practices of for-profit education
companies. Most allow out-of-state companies to enroll online students without comply-
ing with important state consumer protections for postsecondary students, as long as the com-
panies have no physical presence in state. These states either exempt these schools from
oversight or have signed weak state authorization reciprocity agreements that prevent
state enactment or enforcement of postsecondary education consumer protection laws.

ONLINE FOR-PROFIT SCHOOL STUDENTS NEED
AND DESERVE STATE PROTECTION

Thousands of online education students are vulnerable to misleading marketing, low-
value programs, and fraud. Yet, these students lack the following protections, among
others, which many states provide for students who attend brick-and-mortar schools:

= Reimbursements from state protection funds for economic losses due to sudden
school or program closures;
= 100% refunds for students who cancel before the first day of class;

= Private student loan refunds in the event they withdraw before completing their
educations; and

= The right to file complaints with their states” oversight agencies.

Online education students are equally deserving of protection from unscrupulous for-
profit companies. There is no reason to conclude that for-profit online education schools
are less likely to engage in the types of deceptive practices used by brick-and-mortar
schools.

= As highlighted in the table on page 2, a majority of the largest online education
schools are owned and operated by the same for-profit companies that have been
the subject of multiple law enforcement investigations and actions.

= A 2012 investigation by the U.S. Senate Health, Education, Labor and Pensions Commit-
tee detailed extensive misleading practices at schools owned by all of these corporations.?
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= Both Bridgepoint Education, Inc. and Career Education Corp. entered multi-million
dollar settlements with state attorneys general based on allegations that they
engaged in unfair and deceptive practices with respect to their online programs.?

= In November 2015, Education Management Corp. agreed to a $100 million settle-
ment with the Department of Education and 39 states for engaging in illegal recruit-
ing and other illegal practices.* As of fall 2015, ITT Educational Services’ financial
status is being closely monitored by the Department of Education and has been sued
by the Consumer Financial Protection Bureau for unfair and deceptive business
practices.’ Both of these schools offer extensive online education programs that are
protected by reciprocity agreements or are exempt from state oversight.®

Largest Online Colleges Involved in Government Investigations (2004-2014)

NATIONWIDE RANK
BY HEADCOUNT

(OF ALL ONLINE STUDENT
POSTSECONDARY HEADCOUNT NUMBER OF
SCHOOLS OFFERING SCHOOL AND (2012-2013 LAWSUITS AND
ONLINE PROGRAMS) OWNER SCHOOL YEAR) INVESTIGATIONS
1. University of Phoenix Online, 270,000 6
Apollo Group, Inc.
3. Ashford University, Bridgepoint 89,000 4
Education, Inc.
5. Kaplan University, Kaplan Inc. 48,000 3
11. DeVry University, DeVry, Inc. 34,000 3
13. Corinthian Colleges, Inc. 30,000 12
14. Education Management Corp. 30,000 6
16. Colorado Technical University 20,000 5

Online, Career Educ. Corp.

Source: “Top 20 Online Colleges and Universities by Headcount,” www.eduventures.com (Jan. 16, 2013); see
Appendix A of NCLC'’s Ensuring Educational Integrity report for information about government investigations
and lawsuits, available at: http://www.nclc.org/issues/ensuring-educational-integrity.html.

STATES SHOULD TAKE ACTION TO PROTECT ONLINE STUDENTS

Based on the National Consumer Law Center’s review of state physical presence
requirements, as of July 2013, only nine states regulate degree-granting and non-degree
granting for-profit schools that offer online education but have no in-state physical pres-
ence.” Twelve other states regulate a subset of schools that offer online education but
have no physical presence.® In the days when online programs were non-existent or rare,
it may have been reasonable for states to conclude that online education oversight was
unnecessary. But times have changed.

The U.S. Department of Education has recognized the risk that the lack of state oversight
poses to the federal financial aid program. It is currently considering regulations that
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would require schools solely offering
online education programs to obtain
some type of authorization from each
state where the programs are offered.’
To make it easier for schools to obtain
state authorizations, the National
Council for State Authorization Reci-
procity Agreements (NC-SARA) and
four higher education regional com-
pacts have drafted a cooperative
agreement for the purposes of online
education oversight and approval,
applicable to accredited degree-
granting schools.™

The four State Authorization Reciproc-
ity Agreements (the SARASs) essen-
tially provide that if the state oversight
agency where the school is physically
headquartered (the “home state”)
approves a school, then the states
where the school offers online educa-
tion programs (the “distant states”)
must adopt the home state’s approval
as long as the school lacks an in-state
physical presence.

As currently drafted, the SARAs largely
ignore consumer protection issues.!!
Chief among the SARAs’ deficiencies

is the requirement that both home and
distant states waive their consumer
protections and minimum standards
specifically applicable to for-profit
schools with respect to out-of-state
online students.'? A school offering
online education programs need only
comply with the SARAs” minimal stan-
dards and disclosure requirements. Even
a home state may not apply or export
statutory consumer protections to online
education emanating from their state
and conducted across state lines.

Lack of State Oversight of
Online Education Programs Leaves
Borrowers to Fend for Themselves

In 2010, Shari B. (name changed to protect
her privacy) had been unemployed for more
than six years. A single mother of four

living in California, she was attracted to an
advertisement about a business associate
degree program. The program was offered
online by Centura College, a for-profit school
headquartered in Virginia. Shari called the
school and signed an enroliment agreement
several days later. After enrolling, Shari
discovered that her home Internet connection
did not work well enough for participation in
the online program. She informed Centura
College by phone and in writing of her decision
to cancel her enrollment agreement. She had
never attended a single class or even logged
onto the school’s website.

In mid-2014, Shari received a call from a
lawyer. The lawyer told Shari that if she didn’t
agree to start making monthly payments, her
wages would be garnished. Shari was surprised
and discovered that, although she had not
been served with any complaint, a default
judgment of $3,000 had been entered against
her. The plaintiff was a debt buyer that claimed
it was enforcing a debt Shari owed to Centura
College.

Because it has no physical presence in California,
Centura College is exempt from oversight by the
Bureau for Private Postsecondary Education. It
is also not required to comply with California’s
7-day cancellation law, which allows students
to cancel within 7 days and receive a 100%
refund. In addition, because Centura College is
an accredited school that has existed in Virginia
for over 10 years under the same ownership, it
is exempt from oversight by the State Council
of Higher Education for Virginia. With no
oversight agency to which she may address a
complaint, Shari sought the assistance of a
legal aid attorney.

Numerous other serious problems with the SARAs exist and have largely gone unno-
ticed by state legislatures. As of November 29, 2015, 34 states, many through authoriz-
ing legislation with little or no debate, have joined SARA." In addition, the leaders of
public and private non-profit colleges have led the efforts to pass SARA authorizing
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legislation, without regard to the serious consequences for low-income for-profit
school students.

The SARAs” unbalanced and dangerous provisions are not set in stone. Reciprocity
agreements may be useful, but only if they include strong consumer protections and
provide for robust state oversight. In order to protect online students” and states” inter-
ests, member states, and those that are considering participation could demand that the
SARAs be revised as recommended (see page 5). States should enter into reciprocity
agreements only if they are revised to provide states with sufficient authority to protect
their citizens.
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State Authorization Reciprocity Agreements’
Anti-Consumer, Anti-State Provisions

and How To Fix Them

State Authorization Reciprocity Agreement (SARA) provisions
are not set in stone. To more equitably address consumer,
state, and school interests, states should enact legislation

allowing state agencies to sign onto SARAs as long as they
are revised as follows. State oversight agencies may also
insist on these revisions before applying for membership or
after they have become members.

SARA
PROVISION PROBLEM SOLUTION
Accreditation The home state? must accept institutional Approval criteria should be expanded to ensure
in Lieu of State  accreditation as sufficient for approving that a school provides quality education and does
Standards’ schools’ participation in SARA. Distant not engage in deceptive or illegal practices. Criteria

states must accept the home state’s approval.
Under SARA, neither the home state nor
any distant state may require more than
accreditation in most circumstances.

should include minimum and audited graduate
job placement rates for all programs that a school
represents will lead to an occupation.?

Waiver of State
Consumer
Protection Laws

All states, both home and distant, must
waive consumer protection laws with
respect to covered schools and students.*

It is not even clear if a state retains authority
to enforce its general consumer protection
laws against SARA schools.

State consumer protection laws that specifically
apply to for-profit schools should cover all online
for-profit education schools that market to state
residents, regardless of physical presence.

Treatment of A1l SARA requires a state to sign onto SARA States should be able to sign onto SARA for some
Type of Schools  for all types of schools (public, private non-  types of schools, but opt out for types of schools
as If They Pose  profit, or for-profit) or none. that pose a higher risk to their residents.

the Same Risk to

Students

Lack of SARA only requires that schools provide SARA should require schools to comply with all
Consumer accurate information to students regarding  consumer protections of each state in which they
Protections a number of areas, including refund policies market, including prohibitions targeted to unfair

and accreditation. States may not apply
more stringent consumer protection
provisions to SARA schools.’

and deceptive business practices, disclosure
requirements, private causes of action, language
requirements, and requirements for enrollment
agreements and other important documents.

1 National Council for State Authorization Reciprocity Agreements, “State Authorization Reciprocity Agreements:
Policies and Standards” (July 10, 2015). All four regional SARAs include these provisions
and are available at each of the following websites: www.wiche.edu, www.mhec.org, www.nebhe.org,

www.sreb.org.

2 The “home” state is defined as the state where the school maintains its legal domicile.

3 For more on minimum job placement rates, see National Consumer Law Center, Ensuring Education Integrity: 10

Steps to Improve State Oversight of For-Profit Schools (June 2014).

4 While a home state may apply stricter consumer protections to in-state online students that enroll in schools
domiciled in-state, it may not export those consumer protections to out-of-state online students
of that school. The school need only comply with SARA for out-of-state online students.

5 See footnote 3, supra.
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SARA

PROVISION PROBLEM SOLUTION
Inadequate While SARA states that each state must SARA should require each member state to
Student ensure that closed school students are able ~ maintain a student protection fund sufficient to
Protection Fund to receive the education they contracted compensate the financial losses of all students
Requirements for or financial compensation, it is unclear impacted by school closures, at a minimum.

whether states are allowed to impose
requirements on SARA schools to pay into
state protection funds, provide bonds, or
provide other financial assurance in order
to fund these financial protections.®

No Refund or SARA schools do not have to comply with SARA should require schools to comply with state

Cancellation state law refund or cancellation provisions. ~ refund and cancellation provisions for each state in
Provisions which they market.

Programs that SARA allows schools to offer programs SARA should prohibit schools from enrolling

are Represented that lead to a licensed occupation in distant  students in programs that lead to a licensed

Lead to Licensed states, even when the programs do not occupation when the programs do not qualify

Occupations but qualify students for licensure in those states. students for licensure in their states.
Do Not Qualify SARA only requires that schools disclose

Graduates for that the program does not meet

Licensure state licensure requirements.

Inadequate SARA requires students to first try to SARA should provide states with the right to

Student resolve a complaint with the school. Only accept, investigate and act on complaints from

Complaint after this may a student submit a complaint  their residents. Students should not be required to

Procedures to the home state. Although the distant state  submit a complaint to the school before they may
may help to resolve the complaint, only the  file a complaint with their states. Schools should be
home state may make the final decision. required to cooperate with any state’s investigation.

No Investigative Distant states may only take action for SARA  Each state should maintain the authority to limit
or Enforcement  violations (or regarding student complaints) or deny approval, or take any other appropriate
Powers for in two ways: (1) either asking the home state  action, in the event it determines that a school has
Distant States to take action (and, if unhappy with the failed to meet the minimum SARA standards, its
decision, appealing to regional compact), or ~ own minimum standards, or violated any state
(2) withdrawing from SARA for ALL schools. law or regulation. In addition, each state should
be able to review documents, conduct site visits,
issue subpoenas, and use other investigative tools
it deems necessary to grant or continue approval
through SARA. Other important state powers include:

® Record retention and reporting requirements.

® Notification requirements regarding change in
ownership, adverse accreditor actions, etc.

B Fee requirements to fund its work.

Overly Broad States must use SARA’s overly broad SARA’s definition should be revised to better
Definition definition of “physical presence” to delineate when a state has a legitimate interest in
of Physical determine which schools are covered. The regulating activities conducted in its borders, such
Presence definition excludes a number of activities as recruitment activities.

which should lead to state oversight. For
example, in-state recruiting does not
constitute a physical presence. For-profit
SARA schools may pay unlicensed recruiters
to target students in distant states, while
maintaining their immunity from state
consumer protection laws.

Published December 10, 2015. © Copyright 2015, National Consumer Law Center, Inc. All rights reserved.

6 In addition, the laws of some states that have been admitted to SARA do not allow the use of state protection funds to
reimburse out-of-state distance education students. See, e.g., Ariz. Rev. Stat. Ann. § 32-3075(b) (“Any person injured by
a private postsecondary education institution ceasing operation is eligible to submit a claim against the fund unless the
person is not a resident of this state and is enrolled in distance learning instruction.”) (emph. added.). Other member
states do not have any bond provisions or protection funds to compensate harmed closed school students. See CFED,
Assets & Opportunity Scorecard, For-Profit School Regulation, http://scorecard.assetsandopportunity.org/latest/
measure/for-profit-school-regulation (accessed on Dec. 2, 2015).
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