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FOR-PROFIT SCHOOLS: THE STUDENT
RECRUITMENT EXPERIENCE

WEDNESDAY, AUGUST 4, 2010

U.S. SENATE,
COMMITTEE ON HEALTH, EDUCATION, LABOR, AND PENSIONS,
Washington, DC.

The committee met, pursuant to notice, at 10:03 a.m., in Room
SD-106, Dirksen Senate Office Building, Hon. Tom Harkin, chair-
man of the committee, presiding.

Present: Senator Harkin, Mikulski, Casey, Hagan, Merkley,
Franken, Bennet, Goodwin, Enzi, Alexander, Burr, and Isakson.

OPENING STATEMENT OF SENATOR HARKIN

The CHAIRMAN. The Senate Committee on Health, Education,
Labor, and Pensions will come to order.

This is the second in a series of hearings by this committee focus-
ing on the growing Federal investment in for-profit colleges and
universities. This industry has grown at an extraordinary pace.
Over the last 10 years, enrollment has increased from 600,000 stu-
dents to over 2 million students.

Federal financial aid to students at for-profit colleges has
ballooned from $4.6 billion a decade ago to more than $23 billion
a year, today. The question is: What is driving the explosive growth
in this industry?

As you may know, I also chair the Appropriations Subcommittee
that funds the Pell grant program. And CBO has given me some
figures here that are quite startling. For example, in 2006, our obli-
gation on Pell grants was $12,826,000,000. Last year, it was $26
billion, next year it will go to $30 billion—$30.6 billion that our Ap-
propriations Committee will have to come up with just to fund the
Pell grant program.

And so, this explosive growth at a time where we have huge defi-
cits, and we'’re trying to get our budgets in order, causes us real
concern. The question we have to ask with this explosive growth,
and with CBO estimates that over the next 10 years we’ll spend
somewhere close to $300 billion to $350 billion just on Pell grants,
we have to ask the question, Are the students—and the U.S. tax-
payers—getting a good value for the billions of taxpayers dollars
they are investing in these for-profit schools?

In our first hearing, in June, this committee heard testimony
from witnesses about the pressures for for-profit companies to re-
lentlessly enroll more students in order to increase profits and, in
the case of publicly traded companies, to meet the expectations of
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investors. The committee issued a report showing that, in order to
boost recruitment, many publicly traded for-profit schools spend
huge sums of title IV dollars. Title IV dollars, which are taxpayer
dollars. They spend a huge amount on TV advertisements, bill-
boards, phone solicitations, and Web marketing, and as we shall
see shortly, an aggressive sales staff.

According to the Chairman’s report, an analysis of the eight pub-
licly traded schools shows that, on average, they spend 31 percent
of revenues on recruiting and marketing. Thirty-one percent.

This spending by for-profit schools sets them radically apart from
other colleges. By contrast, community colleges typically spend just
1 or 2 percent on marketing; a tiny fraction of the money spent by
publicly traded for-profits.

However numbers only tell a part of the story. Much can be re-
vealed, too, by the experience that students, who are perhaps the
first in their family to go to college, have when they sit down to
talk to a recruiter or admissions officer. That is why I asked the
Government Accountability Office to investigate this key encounter
during the recruitment process at for-profit institutions.

GAO'’s findings make it disturbingly clear that abuses in for-prof-
it recruiting are not limited to a few rogue recruiters or even a few
schools with lax oversight. To the contrary, the evidence points to
a problem that is systemic to the for-profit industry: a recruitment
process specifically designed to do whatever it takes to drive up en-
Eollment numbers, more often than not to the disadvantage of stu-

ents.

There is a cruel irony, here, that deserves special focus. One os-
tensibly admirable aspect of for-profit colleges is that they seek out
and enroll large numbers of minority and low-income students, of-
fering them opportunities they might not have. In choosing to en-
roll in a for-profit college, these students typically go deeply into
debt. They make other sacrifices, all in search of a better life. They
need information that is clear, complete, and honest. Instead, too
often, they are victims of deceptive and/or abusive marketing tac-
tics.

In our first hearing, we learned that for-profit schools are enroll-
ing huge numbers of new students, but their total current enroll-
ment numbers show only a small increase, which seems to point to
an extremely high dropout rate. For example, one publicly traded
school had 84,555 students as of March 31 of this year. They en-
rolled 21,673 new students between April 1 and June 30, but ended
June with 84,695 students, a gain of only 140 students. What hap-
pened to the other 21,5337 Did they all graduate in 3 months? Or
did they drop out?

Reports for the past year show that this school turns over be-
tween 22 and 25 percent of their student population every 3
months. Every 3 months.

Why are such large numbers of students turning over, and pre-
sumably dropping out? Are they leaving the schools with debt and
no degree? How can that be happening in such large numbers? The
testimony this morning from Mr. Gregory Kutz of the Government
Accountability Office will begin to answer these questions.

Our second panel will allow us to hear directly from a former re-
cruiter for a large for-profit school. He will offer us insight into the
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training and supervision systems that foster the deceptive and mis-
leading recruiting tactics that are all too common at these schools.
We will also hear from an admissions counseling expert, who will
contrast the recruiting policies and practices at non-profit and pub-
lic colleges with those at for-profit schools. Finally, we will hear
from the executive director of a national accrediting organization to
help the committee better understand the national accreditation
process, and the steps that accrediting agencies take to ensure that
the for-profit schools they accredit are acting both lawfully and in
the best interests of their students.

I want to remind everyone that Congress has just committed to
making an increased investment in Pell grants, as I mentioned ear-
lier. We've boosted it up by $36 billion over the next 10 years,
which will bring us to a 10-year total of somewhere between $300
billion and $350 billion in the next 10 years, just in the Pell grant
program. If current enrollment trends continue, a huge portion of
those dollars will flow to students attending for-profit schools. I en-
courage the committee to keep this in mind as we hear testimony
from today’s witnesses.

I think we need to keep two questions front and center: Are these
schools serving the best interests of their students? Are our new in-
vestments—taxpayers’ investments—in student financial aid suffi-
ciently safeguarded under current law? These are the fundamental
questions that this committee, and the Appropriations Committee
that I chair, really need answers to.

With that, I will turn to the committee’s Ranking Member and
former chair, Senator Enzi, for his opening statement. And then I
will introduce our first panel.

STATEMENT OF SENATOR ENZI

Senator ENzI. Thank you, Mr. Chairman.

This morning, we are going to hear the details of aggressive and
inappropriate recruiting practices. Among other things we will see
examples of schools misrepresenting the quality of education stu-
dents receive, making unrealistic promises of high-paying jobs, and
in some instances encouraging outright fraud. This behavior is un-
acceptable and should not be defended. Use of pressure tactics, de-
ceitful marketing, and outright lies to mislead students has abso-
lutely no place in education, or for that matter, in any legitimate
business. It’s truly appalling behavior, and the schools that engage
in such activities must be firmly dealt with.

However, I am just as concerned that descriptions of wrong do-
ings such as these will be used to unfairly characterize all for-profit
schools as bad actors, and that is simply not the case. As Secretary
Duncan has said, “for-profit institutions play a vital role in training
young people and adults for jobs.” Unfortunately, this series of
hearings has only shown the negative, and seems intent on por-
traying all for-profits as irresponsible and predatory.

My comments should not be interpreted as defending unscrupu-
lous behavior or condoning aggressive recruiting practices. I am
also not suggesting that this committee should ignore wrongdoing
in the for-profit sector. On the contrary, it is crystal clear that
some programs at for-profit schools are misleading students and
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possibly defrauding taxpayers out of millions of dollars in student
aid funds.

However, in focusing only on for-profits, we are not being objec-
tive, and we are ignoring the bigger picture of what is happening
across all of higher education. Public and nonprofit schools are not
immune from inappropriate behavior when it comes to recruiting.

One of the most blatant places, of course, is in athletic programs.
A simple news search performed by my staff pulled up nearly 20
individual examples of recruiting violations in college athletic pro-
grams. For instance, one public university has been cited for mak-
ing hundreds of impermissible calls and text messages to prospec-
tive student athletes, giving recruits improper benefits and improp-
erly distributing free tickets to high school coaches and others.
More recently, a college basketball coach allegedly helped boosters
raise money at a high school tournament held in the university’s
gym; a direct violation of NCAA Rules that prohibit such behavior
attended by prospective recruits. Situations like these are unac-
ceptable and are firmly dealt with when uncovered. However, un-
like what we are seeing here today, they are not used as evidence
of widespread corruption, or used to suggest that all college athletic
programs are engaged in unscrupulous behavior.

For-profit schools are a part of a much larger system of higher
education that includes for-profits, as well as thousands of tradi-
tional institutions of higher education. Many of the issues you
raise, Chairman Harkin, particularly those regarding student debt
and default, are problems throughout the higher education system,
not only at for-profits. Also, the rules that apply to Federal loans,
apply to all students, regardless of the type of institution they at-
tend. We should be scrutinizing all sectors of higher education and
asking the same questions you are now asking of for-profit institu-
tions.

Again, I don’t dispute the need to shine a light on the for-profit
sector. For-profits have grown at a tremendous rate and are receiv-
ing an increasingly larger percentage of Federal student aid funds.
And, as the testimony today will illustrate, there is clearly inappro-
priate behavior taking place in the recruiting practices of some
schools. However, if these hearings are to be meaningful, the for-
profit sector must not be examined in a vacuum. It is part of a
much broader community of postsecondary schools that includes
public, 4- and 2-year schools, as well as private nonprofit schools.
And, as Secretary Duncan has explained,

“They are helping us meet an ever increasing demand for
skills that public institutions cannot always meet. They are an
essential part in achieving President Obama’s goal of being
first in the world in college completion by 2020.”

Therefore, I encourage you to reassess your approach to these
hearings and provide the committee with an examination of for-
profit schools in relation to all institutions of higher education.
Many, if not most, of the same rules and regulations that we are
discussing during these hearings apply to all sectors of higher edu-
cation. I believe that understanding how each sector of higher edu-
cation relates to the other is the best way for us to ensure that stu-
dents are protected and that the taxpayers are getting the best re-
turn on their investment. For that reason I will be asking the GAO
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to expand upon the request you made for data on for-profit colleges
to also include a review of all institutions of higher education. I
hope that you will join me in that request.

I would also ask permission to have included in the record, an
article that was in the Wall Street Journal yesterday, “Ignorance
By Degrees in Higher Education.”

The CHAIRMAN. Without objection.

Senator ENzI. Thank you.

[The information referred to follows:]

[The Wall Street Journal, August 2, 2010]

IGNORANCE BY DEGREES

Colleges serve the people who work there more than the students who desperately
need to learn something.

(By Mark Bauerlein)?!

Higher education may be heading for a reckoning. For a long time, despite the
occasional charge of liberal dogma on campus or of a watered-down curriculum, peo-
ple tended to think the best of the college and university they attended. Perhaps
they attributed their career success or that of their friends to a diploma. Or they
felt moved by a particular professor or class. Or they received treatment at a univer-
sity hospital or otherwise profited from university-based scientific research. Or they
just loved March Madness.

Recently, though, a new public skepticism has surfaced, with galling facts to back
it up. Over the past 30 years, the average cost of college tuition and fees has risen
250% for private schools and nearly 300% for public schools (in constant dollars).
The salaries of professors have also risen much faster than those of other occupa-
tions. At Stanford, to take but one example, the salaries of full professors have leapt
58% in constant dollars since the mid-1980s. College presidents do even better.
From 1992 to 2008, NYU’s presidential salary climbed to $1.27 million from
$443,000. By 2008, a dozen presidents had passed the million-dollar mark.

Meanwhile, tenured and tenure-track professors spend ever less time with stu-
dents. In 1975, 43% of college teachers were classified as “contingent”—that is, they
were temporary instructors and graduate students; today that rate is 70%. Colleges
boast of high faculty-to-student ratios, but in practice most courses have a part-
timer at the podium.

Elite colleges justify the light teaching loads of their professors—Yale requires
only three courses a year, with a semester off every third year—by claiming that
the members of their faculty spend their time producing important research. A
glance at scholarly journals or university-press catalogs might make one wonder
how much of this “research” is advancing knowledge and how much is part of a
guild’s need to credentialize its members. In any case, time spent for research is
time taken away from students. The remoteness of professors may help explain why
about 30% of enrolling students drop out of college only a few months after arriving.

At the same time, the administrator-to-student ratio is growing. In fact, it has
doubled since 1976. The administrative field has diversified into exotic specialties
such as Credential Specialist, Coordinator of Learning Immersion Experiences and
Dietetic Internship Director.

In “Higher Education?” Andrew Hacker and Claudia Dreifus describe such condi-
tions in vivid detail. They offer statistics, anecdotes and first-person accounts—con-
cerning tuition, tenure and teaching loads, among much else—to draw up a power-
ful, if rambling, indictment of academic careerism. The authors are not shy about
making biting judgments along the way.

Of the 3,015 papers delivered at the 2007 meeting of the American Sociological
Association, the authors say, few “needed to be written.” As for one of the most pres-
tigious universities in the world, “the mediocrity of Harvard undergraduate teaching
is an open secret of the Ivy League.” Much of the research for scholarly articles and
lectures is “just compost to bulk up résumés.” College presidents succeed not by
showing strong, imaginative leadership but “by extending their school’s terrain.” In-
deed, “hardly any of them have done anything memorable, apart perhaps from firing
a popular athletic coach.” For all the high-minded talk, Mr. Hacker and Ms. Dreifus

1Mr. Bauerlein, the author of “The Dumbest Generation: How the Digital Age Stupefies Young
Americans and Jeopardizes Our Future,” teaches at Emory University.
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conclude, colleges and universities serve the people who work there more than the
parents and taxpayers who pay for “higher education” or the students who so des-
perately need it.

Take the adjunct issue. Everyone knows that colleges increasingly staff courses
with part-time instructors who earn meager pay and no benefits. But who wants
to eliminate the practice? Administrators like it because it saves money, professors
because it saves them from teaching labor-intensive courses. And adjuncts them-
selves would rather continue at minimum wage than leave the profession altogether.
In a “coda,” Mr. Hacker and Ms. Dreifus declare that “it is immoral and unseemly
to have a person teaching exactly the same class as an ensconced faculty member,
but for one-sixth the pay.” Perhaps so, but without a united faction mobilized
against it, such “immorality” won’t stop anytime soon.

But some change may still be possible. A lot of criticism of academia hasn’t stuck
in the past, Mr. Hacker and Ms. Dreifus imply, because people have almost
unthinkingly believed in the economic power of the degree. Yes, you didn’t learn a
lot, and the professors blew you off—the reasoning went—but if you got a diploma
the job offers would follow. But that logic may no longer be so compelling. With the
economy tightening and tales of graduates stuck in low-paying jobs with $50,000 in
student loans, college doesn’t look like an automatic bargain.

We need some hard cost accounting and comparisons, Mr. Hacker and Ms. Dreifus
argue, and so they end “Higher Education?” with capsule summaries of, as they put
it, “Schools We Like”—that is, schools that offer superior undergraduate educations
at relatively low cost. The list includes Ole Miss, Cooper Union, Berea College, Ari-
zona State and Western Oregon University. “We think a low cost should be a major
determinant in any college decision,” the authors wisely conclude, for “a debt-free
beginning is worth far more than a name-brand imprimatur.”

[The prepared statement of Senator Enzi follows:]

PREPARED STATEMENT OF SENATOR ENZI

The June 24, 2010 and August 4, 2010 hearings of the Health,
Education, Labor, and Pensions Committee focused almost exclu-
sively on title IV funding at for-profit institutions of education.
Many of the issues raised during these hearings apply throughout
higher education, not just at for-profits. The following tables pro-
vide general statistical information regarding tuition, default rates,
title IV funding, spending on instruction, and demographics for all
sectors of higher education.

As the table below illustrates, spending on instruction ranges
from 21 percent to 38 percent for all schools. Spending on instruc-
tion at public and non-profit schools is only marginally higher than
it is at for-profit schools, 26 percent at public 4-year schools versus
21 percent at for-profit 4-year schools. The data also show public
schools receive between 40 percent and 65 percent of their revenue
from government sources, while for-profits rely almost exclusively
on tuition. Despite this disparity, the data show for-profits spend
roughly the same percentage on instruction as public schools.

Sources of Revenue vs. Spending on Instruction by Sector

Percent of revenue
Percent of from State and local Percent of
revenue from appropriations, and expenditures
tuition and fees government grants on instruction
and contracts

Public 4-year 16.77 40.82 26
Public 2-year 16.21 64.09 38
Private Non-Profit 4-year 25.96 12.25 33
Private Non-Profit 2-year 51.28 14.71 34
For-Profit 4-year 89.52 4.69 21

For-Profit 2-year 84.53 8.60 31
Source: Digest of Education Statistics.
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As shown below, the built-in government subsidies for public 4-
year institutions ensure that tuition and fees are significantly
lower than those for private non-profits or for-profits. Additionally,
the chart shows that the percentage increase in tuition and fees
over the past 10 years at for-profits is similar to that for public 4-
year institutions.

Average Higher Education Tuition and Fees

Award year 4-YR public errg;t 4-YR private pZ{th pro?J-riYgary pgrré\gmt
2003-4 $4,542 $15,149 $12,037
2004-5 4,936 9 16,046 6 13,063 9
2005-6 5,206 5 16,888 5 13,894 6
20067 5,496 6 17,943 6 14,261 3
2007-8 5,730 4 19,047 6 14,908 5
2008-9 6,070 6 20,112 6 15,521 4

Award year 2WRpublic | OV oRprate | M| AR Y
2003-4 $2,245 $9,091 $10,971
2004-5 2,412 7 8,182 -10 11,248 3
2005-6 2,514 4 8,553 5 11,778 5
20067 2,645 5 9,063 6 11,961 2
2007-8 2,749 4 9,396 4 12,357 3
2008-9 2,830 3 9,987 6 13,073 6

Source: Congressional Research Service.

As noted in the following chart, students in all sectors of higher
education rely heavily on Federal student financial assistance
under title IV of the Higher Education Act. However, due to growth
in the for-profit sector, and a high proportion of low-income stu-
dents, for-profit schools have seen a more rapid increase in their
receipt of title IV money than traditional higher education, particu-
larly Pell grant funds. Furthermore, high unemployment is report-
edly increasing higher education applications and enrollment gen-
erally, and therefore, contributes to the increase in Pell-eligible stu-
dents attending for-profit schools since 2007.

Total Pell Funding

’ Public ) Put. non- ) For-profit
At yar too ol peent | P g‘é?a‘én%et rpel | et

1999-2000 .....ccoceveeee $4,920,644,931 $1,341,992,126 $945,863,434
2000-1 ... 5,412,886,963 10 1,459,846,858 9 1,083,570,363 15
2001-2 6,780,486,065 25 1,781,604,565 22 1,413,001,710 30
2002-3 7,883,765,781 16 1,968,766,154 11 1,789,019,783 21
20034 8,492,253,472 8 2,121,460,147 8 2,094,183,718 17
2004-5 8,681,903,806 2 2,144.224,722 1 2,323,811,232 11
2005-6 8,283,387,374 -5 2,049,911,431 -4 2,359,829,177 2
20067 ... 8,280,454,552 0 2,054,920,997 0 2,481,940,708 5
2007-8 ... 9,306,387,015 12 2,271,591,021 11 3,082,037,558 24
2008-9 ... 11,336,207,797 22 2,638,985,719 16 4,308,185,267 40

Source: Congressional Research Service.
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As demonstrated below, individual Pell grant award amounts are
roughly the same as those received by students attending tradi-
tional institutions of higher education.

Average Pell Grant Award

Public ;Ejyz‘; Public Zyy'?elécr For-profit For-profit
eyt T R L B L I IR s

19992000 oo $1,775 $2,036 $1,859
2000-1 ... 1,883 6 2,195 8 1,946 5
2001-2 2,125 13 2,478 13 2,197 13
2002-3 ... 2,246 6 2,625 6 2,361 7
20034 ... 2,272 1 2,662 1 2,389 1
2004-5 2,217 0 2,671 0 2,390 0
2005-6 2,243 -1 2,666 0 2,364 -1
2006-7 2,267 1 2,696 1 2,380 1
2007-8 2,422 7 2,874 7 2,536 7
2008-9 ... 2,705 12 3,253 13 2,866 13

Source: Congressional Research Service.

Finally, data on student loan default rates, as detailed below,
show that students at for-profit schools may be more likely to de-

fault on their loans.

Cohort Default Rates

2 Year 3 Year 4 Year
Sector [In percent] [In percent] [In percent]
For-Profit 8.6 16.7 233
Public 4.7 7.2 9.5
Private non-profit 3.0 47 6.5

Source: Congressional Research Service.

A 2009 Government Accountability Office (GAO) report examined
this issue and stated that the high default rates at for-profit
schools can be linked to the demographic characteristics of their
students. “Specifically, students who come from low-income back-
grounds and from families who lack higher education are more
likely to default on their loans, and data show that students from
proprietary schools are more likely to come from low-income fami-
lies and have parents who do not hold a college degree.” GAO-00—
600. As the following tables illustrate, for-profit students are poor-
er, older, and more likely to be a first generation college student
than students attending traditional institutions of higher edu-
cation.

Family Income and Parental Education of Students

annual med Parents v:jith
nnual median associate’s degree
Sector family income or higher

[In percent]
For-Profit $24,300 37
Public 40,400 52
Private non-profit 49,200 61

Source: Congressional Research Service.
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Age and Dependency of Students

Financial
independent
students
[In percent]

Students age
Sector 25 and older
[In percent]

For-Profit 56 76
Public 35 50
Private non-profit 38 39

Source: Congressional Research Service.

Student Ethnicity

For-Profit Public Private

[In percent] [In percent] [lr:]or:)'e'?é%frﬁ]

Am. Indian/AK Native 1 1 1
Asian/Pacific Islander 4 7 6
Hispanic 19 13 11
African-American 26 13 12
White, non-Hispanic 50 66 70

Source: Congressional Research Service.

The CHAIRMAN. Thank you.

Thank you, Senator Enzi.

Now, I'll introduce our first witness. Mr. Gregory Kutz is the
Managing Director of GAO’s Forensic Audits and Special Investiga-
tions Unit. The mission of the FSI is to provide the Congress with
high-quality forensic audits and investigations of fraud, waste, and
abuse, and evaluations of security vulnerabilities and other re-
quested investigative services.

In 1991, Mr. Kutz joined the Governmental Accountability Office
after 8 years at KPMG Peat Marwick. As a senior executive at
GAO, Mr. Kutz has testified at congressional hearings over 80
times, primarily on matters related to fraud, waste, and abuse and
other special investigations. Mr. Kutz has been responsible for re-
ports issued by GAO, and testimony relating to credit card and
travel fraud and abuse, and improper sales of sensitive military
and dual-use technology, tax fraud and abuse, wage theft, Hurri-
canes Katrina and Rita fraud, transit benefit fraud, procurement
fraud, pay problems for military members, and seclusion and re-
straint of disabled children in schools.

I read all of that to make a note of the fact that Mr. Kutz has
provided invaluable service along with the GAO to this Congress
and to the American people in making sure that our taxpayers’ dol-
lars are well-spent, and that we have the information we need to
oversee the spending of those tax dollars.

So, Mr. Kutz, welcome to the committee. I will start the clock at
25 minutes. If you need a few more minutes than that, we’ll do it,
because I know you have a lengthy testimony and you have some
video clips to show us. We have a vote at 10:40. We'll try to get
through your opening testimony and then we’ll take a break, and
then we’ll come back.

So, Mr. Kutz, your written statement at the GAO will be made
a part of the record in its entirety and again, welcome, and please
proceed.
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STATEMENT OF GREGORY D. KUTZ, MANAGING DIRECTOR, FO-
RENSIC AUDITS AND SPECIAL INVESTIGATIONS, GOVERN-
MENT ACCOUNTABILITY OFFICE

Mr. Kutrz. Mr. Chairman and members of the committee, thank
you for the opportunity to discuss for-profit colleges. Today’s testi-
mony will provide you with an inside look at the sales and mar-
keting practices of these colleges.

My testimony has two parts. First, I will discuss what we did,
and second, I will discuss the results of our undercover testing.

First, our prospective students applied for admission to for-profit
colleges in six States, and here in Washington, DC. We selected
these colleges based on a number of factors, including size, location,
and t}‘l?e percentage of Federal funding that was received.

Yes?

The CHAIRMAN. I apologize for interrupting, I forgot to ask some-
thing I was supposed to.

Mr. Kutz, before you begin, I'd like you to make the identity of
the schools you visited public, together with the identity of the
schools we will be seeing in the video clips. If you would like to pro-
vide a list of the schools, we would appreciate that, and then each
member can have that.

Mr. Kutz. Certainly, I'll list them off. In our testimony, they're
numbered as Nos. 1 through 15, and so I'll just go through them.
They’re actually 12 unique colleges, we went to three of them once.

Case No. 1 one is University of Phoenix in Arizona, case No. 2
is Everest College in Arizona, No. 3 is Westech College in Cali-
fornia, No. 4 is Kaplan College in California, No. 5 is Potomac Col-
lege in Washington, DC, No. 6, No. 7 is Medvance Institute in Flor-
ida, No. 8 is Kaplan College, again, this time in Florida, No. 9 is
College of Office Tech in Illinois, No. 10 is Argosy University in Illi-
nois, No. 11 is the University of Phoenix, again, this time in Penn-
sylvania, No. 12 is Anthem Institute in Pennsylvania, No. 13 is
Westwood College in Texas, No. 14 is, again, Everest College, this
time in Texas, and No. 15 is ATI Career Training in Texas.

The CHAIRMAN. Thank you, Mr. Kutz.

Mr. Kutz. What we did, was we used bogus identities and docu-
ments and spoke to representatives at these 15 colleges that I just
mentioned, which is, again, 12 colleges, and 3 of them were re-
peats. For the first scenario, our student had income that was low
enough to qualify for Federal grants and subsidized loans. For our
second scenario, our student had higher income, and $250,000 in
savings in what we described as a recent inheritance.

We also enrolled our perspective students in two Web sites, and
four students were enrolled in these, and I will refer to these
throughout my testimony as marketing lead generators. We did
this to determine the type and frequency of marketing calls that
we would receive from these Web sites.

Now that I've set up what we did, let me move onto my second
point, the results of our undercover testing. Specifically, we found
that four colleges encouraged our students to commit fraud.

What I'm going to do is walk you through our key findings, and
use the video clips to bring each of these points to life.

Although, as I mentioned, all 15 provided deceptive and question-
able information, as Senator Enzi mentioned, they were not all
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bad, and some provided some good practices. So, I'm going to start
with that.

For example, several applicants were told that the transfer of
their credits depended upon the college that they were transferring
to. Several applicants were told to research credible, independent
evidence of expected salaries, and one representative that you'll see
told our applicant to be cautious about taking out too much debt.
These videos I'm going to show now will show some good practices.

[VIDEO]

Unfortunately, these good practices were harder to identify than
the bad ones. Let me start by speaking about my favorite topic, as
you mentioned in your opening of me, I speak about fraud a lot.

Representatives from four schools encouraged our applicants to
falsify their Federal financial aid forms, or what you all have heard
before is the FAFSA form, FAFSA. Examples included, telling our
students not to report $250,000 in savings. One representative told
us that this $250,000 wasn’t any of the government’s business. An-
other one told us to delete the $250,000 from our Federal aid form.

Other students were told to add bogus dependents to their Fed-
eral aid form. One representative held up three fingers, and told
us specifically to add three bogus dependents to our Federal aid
form. By falsifying our applications, our fictitious students would
have qualified for Federal grants and subsidized loans that they
were not entitled to. In other words, although we had enough
money to pay for this, they told us to commit fraud, so that Federal
taxpayers would pick up the tab. The following videos show you
two of these fraud cases.

[VIDEO]

Representatives from 13 colleges gave our applicants deceptive or
questionable information about graduation rates, guaranteed jobs,
or they exaggerated future earnings. Examples include one rep-
resentative that said that people coming out of their barber pro-
gram—Dbarber shop program—can earn %150,000 to $250,000. Ac-
cording to the Bureau of Labor Statistics, 90 percent of the barbers
in this area which, by the way, is here in Washington, DC, make
less than $19,000 a year.

Another representative did not offer a job guarantee but said
that 90 percent of the students get jobs. Here are some videos that
show these types of issues.

[VIDEO]

As you know, Federal loan default rates at these for-profit col-
leges are high. At eight of these colleges, at least 80 percent of the
students have Federal loans. Examples of bad advice we received
include one individual telling us that they had $85,000 of student
loans that they probably would not repay. Another representative
told us that, unlike car loans, nobody will come after you if you fail
to pay your student loans.

Also, you know, taxpayers pick up the tab for all of these de-
faulted Federal loans, and students do face consequences when
they default on a loan. Here are some videos showing these points.

[VIDEO]

Let’s move on to cost. Our analysis found that for-profit colleges,
for certificates and degrees, generally substantially cost higher
than public and private nonprofits. The primary exception to this
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was for Bachelor’s Programs, where private, nonprofits are often
more expensive.

Examples of deceptive information on cost include one represent-
ative saying that their $15,000 computer drafting program was a

reat value. The same certificate at a local community college was
%520. And another representative in Texas said that their Bach-
elor’s program cost $50,000 to $75,000 a year, which is far less
than traditional programs. That same program at the University of
Texas at Austin was $36,000.

Here are a few video clips.

[VIDEO]

The two Web sites I mentioned we registered with appear to be
lead generators for numerous for-profit colleges. Two fictitious indi-
viduals expressed interest in a culinary arts certificate at Web sites
A and B. We had two others express interest in business degrees
at these same Web sites. Within 5 minutes, our phone began to
ring. The two individuals interested in business degrees received
about 180 calls, each, in 1 month. The culinary arts students re-
ceived far less interest, with one only receiving a few calls, and the
other still receiving 72. In total, our four fictitious prospective stu-
dents received 436 calls in 1 month. All but six of these calls were
from for-profit colleges. The following video will give you a perspec-
tive of what your voice mail would sound like if you registered with
one of these lead generators.

[VIDEO]

As you can tell, our cover is blown, that was Amy Meyers, actu-
ally.

So, we also identified a number of high-pressure sales and mar-
keting practices. Examples include, at six colleges applicants were
told that they could not speak to someone from financial aid until
they paid an application fee and signed enrollment forms.

At one college, our applicant was scolded and ridiculed for refus-
ing to enroll before speaking to financial aid. And at another col-
lege, our applicant was told to sign enrollment forms, but was as-
sured that it was not a legally binding document. These colleges do
not appear to have any enrollment standards, and cost appears to
be irrelevant because the Federal Government is paying for the
vast majority of this. So, the aggressive marketing of anybody
walking in the door should not be a surprise here to anybody.

Here are two examples of these aggressive marketing practices.

[VIDEO]

In conclusion, it wasn’t hard to find deceptive and fraudulent
marketing practices. These practices are not unique to this indus-
try. We've reported on fraudulent and deceptive practices in several
other industries, recently.

However, the big difference, here, is the vast majority of money
that is funding these activities is coming from American taxpayers.

Mr. Chairman, you’ve been very generous with my time, and I
appreciate that, but I want to finish the story of that last student.
When you left off a minute ago, the sales representative was pres-
suring them to enroll without speaking to financial aid. They then
said they were going to go get someone from financial aid. As you’ll
see on this final video, when they came back, they actually passed
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the person on to the admissions director. Here is the unhappy end-
ing to this story.

[VIDEO]

Mr. Chairman, that ends my statement. I look forward to all of
your questions.

[The prepared statement of Mr. Kutz follows:]

PREPARED STATEMENT OF GREGORY D. KUTz

HIGHLIGHTS
WHY GAO DID THIS STUDY

Enrollment in for-profit colleges has grown from about 365,000 students to almost
1.8 million in the last several years. These colleges offer degrees and certifications
in programs ranging from business administration to cosmetology. In 2009, students
at for-profit colleges received more than $4 billion in Pell grants and more than $20
billion in Federal loans provided by the Department of Education (Education). GAO
was asked to (1) conduct undercover testing to determine if for-profit colleges’ rep-
resentatives engaged in fraudulent, deceptive, or otherwise questionable marketing
practices, and (2) compare the tuitions of the for-profit colleges tested with those of
other colleges in the same geographic region.

To conduct this investigation, GAO investigators posing as prospective students
applied for admissions at 15 for-profit colleges in 6 States and Washington, DC. The
colleges were selected based on several factors, including those that the Department
of Education reported received 89 percent or more of their revenue from Federal stu-
dent aid. GAO also entered information on four fictitious prospective students into
education search Web sites to determine what type of follow-up contact resulted
from an inquiry. GAO compared tuition for the 15 for-profit colleges tested with tui-
tion for the same programs at other colleges located in the same geographic areas.
Results of the undercover tests and tuition comparisons cannot be projected to all
for-profit colleges.

FOR-PROFIT COLLEGES—UNDERCOVER TESTING FINDS COLLEGES ENCOURAGED
FRAUD AND ENGAGED IN DECEPTIVE AND QUESTIONABLE MARKETING PRACTICES

WHAT GAO FOUND

Undercover tests at 15 for-profit colleges found that four colleges encouraged
fraudulent practices and that all 15 made deceptive or otherwise questionable state-
ments to GAO’s undercover applicants. Four undercover applicants were encouraged
by college personnel to falsify their financial aid forms to qualify for Federal aid—
for example, one admissions representative told an applicant to fraudulently remove
$250,000 in savings. Other college representatives exaggerated undercover appli-
cants’ potential salary after graduation and failed to provide clear information about
the college’s program duration, costs, or graduation rate despite Federal regulations
requiring them to do so. For example, staff commonly told GAO’s applicants they
would attend classes for 12 months a year, but stated the annual cost of attendance
for 9 months of classes, misleading applicants about the total cost of tuition. Admis-
sions staff used other deceptive practices, such as pressuring applicants to sign a
contract for enrollment before allowing them to speak to a financial advisor about
program cost and financing options. However, in some instances, undercover appli-
cants were provided accurate and helpful information by college personnel, such as
not to borrow more money than necessary.

Fraudulent, Deceptive, and Otherwise Questionable Practices

Degree/certificate, location Sales and marketing practice

Certificate Program—~California ............ccccoovvveerrnnee Undercover applicant was encouraged by a college representative to
change Federal aid forms to falsely increase the number of de-
pendents in the household in order to qualify for grants.

Undercover applicant was falsely told that the college was accred-
ited by the same organization that accredits Harvard and the Uni-
versity of Florida.

Associate’s Degree—Florida
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Fraudulent, Deceptive, and Otherwise Questionable Practices—Continued

Degree/certificate, location Sales and marketing practice

Certificate Program—Washington, DC .........ccccoouu.... Admissions representative said that barbers can earmn up to
$150,000 to $250,000 a year, an exceptional figure for the indus-
try. The Bureau of Labor Statistics reports that 90 percent of bar-
bers make less than $43,000 a year.

Certificate Program—Florida .........cccccooevrveriereevirennne Admission representative told an undercover applicant that student
loans were not like a car payment and that no one would “come
after” the applicant if she did not pay back her loans.

Source: GAO.

In addition, GAQO’s four fictitious prospective students received numerous, repet-
itive calls from for-profit colleges attempting to recruit the students when they reg-
istered with Web sites designed to link for-profit colleges with prospective students.
Once registered, GAO’s prospective students began receiving calls within 5 minutes.
One fictitious prospective student received more than 180 phone calls in a month.
Calls were received at all hours of the day, as late as 11 p.m. To see video clips
of undercover applications and to hear voice mail messages from for-profit college
recruiters, see http:/ /www.gao.gov [ products | GAO-10-948T.

Programs at the for-profit colleges GAO tested cost substantially more for associ-
ate’s degrees and certificates than comparable degrees and certificates at public col-
leges nearby. A student interested in a massage therapy certificate costing $14,000
at a for-profit college was told that the program was a good value. However the
same certificate from a local community college cost $520. Costs at private nonprofit
colleges were more comparable when similar degrees were offered.

Mr. Chairman and members of the committee, thank you for the opportunity to
discuss our investigation into fraudulent, deceptive, or otherwise questionable sales
and marketing practices in the for-profit college industry.! Across the Nation, about
2,000 for-profit colleges eligible to receive Federal student aid offer certifications and
degrees in subjects such as business administration, medical billing, psychology, and
cosmetology. Enrollment in such colleges has grown far faster than traditional high-
er-education institutions. The for-profit colleges range from small, privately owned
colleges to colleges owned and operated by publicly traded corporatlons Fourteen
such corporations, worth more than $26 billion as of July 2010,2 have a total enroll-
ment of 1.4 million students. With 443,000 students, one for- proﬁt college is one of
the largest higher-education systems in the country—enrolling only 20,000 students
fewer than the State University of New York.

The Department of Education’s Office of Federal Student Aid manages and ad-
ministers billions of dollars in student financial assistance programs under Title IV
of the Higher Education Act of 1965, as amended. These programs include, among
others, the William D. Ford Federal Direct Loan Program (Direct Loans), the Fed-
eral Pell grant program, and campus-based aid programs.3 Grants do not have to
be repaid by students, while loans must be repaid whether or not a student com-
pletes a degree program. Students may be eligible for “subsidized” loans or “unsub-
sidized” loans. For unsubsidized loans, interest begins to accrue on the loan as soon
as the loan is taken out by the student (i.e. while attending classes).

For subsidized loans, interest does not accrue while a student is in college. Col-
leges received $105 billion in title IV funding for the 2008-9 school year—of which

1For-profit colleges are institutions of post-secondary education that are privately-owned or
owned by a publicly traded company and whose net earnings can benefit a shareholder or indi-
vidual. In this report, we use the term “college” to refer to all of those institutions of post-sec-
ondary education that are eligible for funds under Title IV of the Higher Education Act of 1965,
as amended. This term thus includes public and private nonprofit institutions, proprietary or
for-profit institutions, and post-secondary vocational institutions.

2526 billion is the aggregate market capitalization of the 14 publicly traded corporations on
July 14, 2010. In addition, there is a 15th company that operates for-profit colleges; however,
the parent company is involved in other industries; therefore, we are unable to separate its mar-
ket capitalization for only the for-profit college line of business, and its value is not included
in this calculation.

3The Federal Supplemental Educational Opportunity Grant (FSEOG), Federal Work-Study
(FWS), and Federal Perkins Loan programs are called campus-based programs and are adminis-
tered dlrectly by the financial aid office at each participating college. As of July 1, 2010 new
Federal student loans that are not part of the campus-based programs will come directly from
the Department of Education under the Direct Loan program.
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approximately 23 percent or $24 billion went to for-profit colleges. Because of the
billions of dollars in Federal grants and loans utilized by students attending for-
profit colleges, you asked us to (1) conduct undercover testing to determine if for-
profit college representatives engaged in fraudulent, deceptive, or otherwise ques-
tionable marketing practices, and (2) compare the cost of attending for-profit col-
leges tested with the cost of attending nonprofit colleges in the same geographic re-
gion.

To determine whether for-profit college representatives engaged in fraudulent, de-
ceptive, or otherwise questionable sales and marketing practices, we investigated a
nonrepresentative selection of 15 for-profit colleges located in Arizona, California,
Florida, Illinois, Pennsylvania, Texas, and Washington, DC. We chose colleges based
on several factors in order to test for-profit colleges offering a variety of educational
services with varying corporate sizes and structures located across the country. Fac-
tors included whether a college received 89 percent or more of total revenue from
Federal student aid according to Department of Education (Education) data or was
located in a State that was among the top 10 recipients of title IV funding. We also
chose a mix of privately held or publicly traded for-profit colleges. We reviewed Fed-
eral Trade Commission (FTC) statutes and regulations regarding unfair and decep-
tive marketing practices and Education statutes and regulations regarding what in-
formation postsecondary colleges are required to provide to students upon request
and what constitutes substantial misrepresentation of services. During our under-
cover tests we attempted to identify whether colleges met these regulatory require-
ments, but we were not able to test all regulatory requirements in all tests.

Using fictitious identities, we posed as potential students to meet with the col-
leges’ admissions and financial aid representatives and inquire about certificate pro-
grams, associate’s degrees, and bachelor’s degrees.* We inquired about one degree
type and one major—such as cosmetology, massage therapy, construction manage-
ment, or elementary education—at each college. We tested each college twice—once
posing as a prospective student with an income low enough to qualify for Federal
grants and subsidized student loans, and once as a prospective student with higher
income and assets to qualify the student only for certain unsubsidized loans.5 Our
undercover applicants were ineligible for other types of Federal postsecondary edu-
cation assistance programs such as benefits available under the Post-9/11 Veterans
Educational Assistance Act of 2008 (commonly referred to as “the Post-9/11 G.I.
Bill”). We used fabricated documentation, such as tax returns, created with publicly
available hardware, software and materials, and the Free Application for Federal
Student Aid (FAFSA)—the form used by virtually all 2- and 4-year colleges, univer-
sities, and career colleges for awarding Federal student aid—during our in-person
meetings. In addition, using additional bogus identities, investigators posing as four
prospective students filled out forms on two Web sites that ask questions about stu-
dents’ academic interests, match them to colleges with relevant programs, and pro-
vide the students’ information to colleges or the colleges’ outsourced calling center
for follow-up about enrollment. Two students expressed interest in a culinary arts
degree, and two other students expressed interest in a business administration de-
gree. We filled out information on two Web sites with these fictitious prospective
students’ contact information and educational interests in order to document the
type and frequency of contact the fictitious prospective students would receive. We
then monitored the phone calls and voice mails received.

To compare the cost of attending for-profit colleges with that of nonprofit colleges,
we used Education information to select public and private nonprofit colleges located
in the same geographic areas as the 15 for-profit colleges we visited. We compared
tuition rates for the same type of degree or certificate between the for-profit and
nonprofit colleges. For the 15 for-profit colleges we visited, we used information ob-
tained from campus representatives to determine tuition at these programs. For the
nonprofit colleges, we obtained information from their Web sites or, when not avail-
able publicly, from campus representatives. Not all nonprofit colleges offered similar
degrees, specifically when comparing associate’s degrees and certificate programs.
We cannot project the results of our undercover tests or cost comparisons to other
for-profit colleges.

We plan to refer cases of school officials encouraging fraud and engaging in decep-
tive practices to Education’s Office of Inspector General, where appropriate. Our in-

4 A certificate program allows a student to earn a college level credential in a particular field
without earning a degree.

5Regardless of income and assets, all eligible students attending a title IV college are eligible
to receive unsubsidized Federal loans. The maximum amount of the unsubsidized loan ranges
from $2,000 to $12,000 per year, depending on the student’s grade level and on whether the
student is considered “dependent” or “independent” from his or her parents or guardians.
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vestigative work, conducted from May 2010 through July 2010, was performed in
accordance with standards prescribed by the Council of the Inspectors General on
Integrity and Efficiency.

BACKGROUND

In recent years, the scale and scope of for-profit colleges have changed consider-
ably. Traditionally focused on certificate and programs ranging from cosmetology to
medical assistance and business administration, for-profit institutions have ex-
panded their offerings to include bachelor’s, master’s, and doctoral level programs.
Both the certificate and degree programs provide students with training for careers
in a variety of fields. Proponents of for-profit colleges argue that they offer certain
flexibilities that traditional universities cannot, such as, online courses, flexible
meeting times, and year-round courses. Moreover, for-profit colleges often have open
admissions policies to accept any student who applies.

Currently, according to Education about 2,000 for-profit colleges participate in
title IV programs and in the 2008-9 school year, for-profit colleges received approxi-
mately $24 billion in title IV funds. Students can only receive title IV funds when
they attend colleges approved by Education to participate in the title IV program.

Title IV Program Eligibility Criteria

The Higher Education Act of 1965, as amended, provides that a variety of institu-
tions of higher education are eligible to participate in title IV programs, including:

e Public institutions—Institutions operated and funded by State or local govern-
ments, which include State universities and community colleges.

e Private nonprofit institutions—Institutions owned and operated by nonprofit or-
ganizations whose net earnings do not benefit any shareholder or individual. These
institutions are eligible for tax-deductible contributions in accordance with the In-
ternal Revenue code (26 U.S.C. § 501(c)(3)).

e For-profit institutions—Institutions that are privately owned or owned by a
plzlbliclly traded company and whose net earnings can benefit a shareholder or indi-
vidual.

Colleges must meet certain requirements to receive title IV funds. While full re-
quirements differ depending on the type of college, most colleges are required to:
be authorized or licensed by the State in which it is located to provide higher edu-
cation; provide at least one eligible program that provides an associate’s degree or
higher, or provides training to students for employment in a recognized occupation;
and be accredited by an accrediting agency recognized by the Secretary of Edu-
cation. Moreover, for-profit colleges must enter a “program participation agreement”
with Education that requires the school to derive not less than 10 percent of reve-
nues from sources other than title IV funds and certain other Federal programs
(known as the “90/10 Rule”). Student eligibility for grants and subsidized student
loans is based on student financial need. In addition, in order for a student to be
eligible for title IV funds, the college must ensure that the student meets the fol-
lowing requirements, among others: has a high school diploma, a General Education
Development certification, or passes an ability-to-benefit test approved by Edu-
cation, or completes a secondary school education in a home school setting recog-
nized as such under State law; is working toward a degree or certificate in an eligi-
ble program; and is maintaining satisfactory academic progress once in college.®

Defaults on Student Loans

In August 2009, GAO reported that in the repayment period, students who at-
tended for-profit colleges were more likely to default on Federal student loans than
were students from other colleges.” When students do not make payments on their
Federal loans and the loans are in default, the Federal Government and taxpayers
assume nearly all the risk and are left with the costs. For example, in the Direct
Loan program, the Federal Government and taxpayers pick up 100 percent of the
unpaid principal on defaulted loans. In addition, students who default are also at
risk of facing a number of personal and financial burdens. For example, defaulted
loans will appear on the student’s credit record, which may make it more difficult
to obtain an auto loan, mortgage, or credit card. Students will also be ineligible for
assistance under most Federal loan programs and may not receive any additional
title IV Federal student aid until the loan is repaid in full. Furthermore, Education

6 GAO previously investigated certain schools’ use of ability-to-benefit tests. For more informa-
tion, see GAO, PROPRIETARY SCHOOLS: Stronger Department of Education Oversight Needed
to Help Ensure Only Eligible Students Receive Federal Student Aid, GAO-09-600 (Washington,
DC: August 17, 2009).

7GAO-09-600.
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can refer defaulted student loan debts to the Department of Treasury to offset any
Federal or State income tax refunds due to the borrower to repay the defaulted loan.
In addition, Education may require employers who employ individuals who have de-
faulted on a student loan to deduct 15 percent of the borrower’s disposable pay to-
ward repayment of the debt. Garnishment may continue until the entire balance of
the outstanding loan is paid.

College Disclosure Requirements

In order to be an educational institution that is eligible to receive title IV funds,
Education statutes and regulations require that each institution make certain infor-
mation readily available upon request to enrolled and prospective students.® Institu-
tions may satisfy their disclosure requirements by posting the information on their
Internet Web sites. Information to be provided includes: tuition, fees, and other esti-
mated costs; the institution’s refund policy; the requirements and procedures for
withdrawing from the institution; a summary of the requirements for the return of
title IV grant or loan assistance funds; the institution’s accreditation information;
and the institution’s completion or graduation rate. If a college substantially mis-
represents information to students, a fine of no more than $25,000 may be imposed
for each violation or misrepresentation and their title IV eligibility status may be
suspended or terminated.® In addition, the FTC prohibits “unfair methods of com-
petition” and “unfair or deceptive acts or practices” that affect interstate commerce.

FOR-PROFIT COLLEGES ENCOURAGED FRAUD AND ENGAGED IN DECEPTIVE AND
OTHERWISE QUESTIONABLE SALES AND MARKETING PRACTICES

Our covert testing at 15 for-profit colleges found that four colleges encouraged
fraudulent practices, such as encouraging students to submit false information
about their financial status. In addition all 15 colleges made some type of deceptive
or otherwise questionable statement to undercover applicants, such as misrepre-
senting the applicant’s likely salary after graduation and not providing clear infor-
mation about the college’s graduation rate. Other times our undercover applicants
were provided accurate or helpful information by campus admissions and financial
aid representatives. Selected video clips of our undercover tests can be seen at
http:| [www.gao.gov [ products | GAO-10-948T.

Fraudulent Practices Encouraged by For-Profit Colleges

In order to qualify for financial aid, 4 of the 15 colleges we visited encouraged
our undercover applicants to falsify their FAFSA. A financial aid officer at a pri-
vately owned college in Texas told our undercover applicant not to report $250,000
in savings, stating that it was not the government’s business how much money the
undercover applicant had in a bank account. However, Education requires students
to report such assets, which along with income, are used to determine how much
and what type of financial aid for which a student is eligible. The admissions rep-
resentative at this same school encouraged the undercover applicant to change the
FAFSA to falsely add dependents in order to qualify for grants. The admissions rep-
resentative attempted to ease the undercover applicant’s concerns about committing
fraud by stating that information about the reported dependents, such as Social Se-
curity numbers, was not required. An admissions representative at another college
told our undercover applicant that changing the FAFSA to indicate that he sup-
ported three dependents instead of being a single-person household might drop his
income enough to qualify for a Pell grant. In all four situations when college rep-
resentatives encouraged our undercover applicants to commit fraud, the applicants
indicated on their FAFSA, as well as to the for-profit college staff, that they had
just come into an inheritance worth approximately $250,000. This inheritance was
sufficient to pay for the entire cost of the undercover applicant’s tuition. However,
in all four cases, campus representatives encouraged the undercover applicants to
take out loans and assisted them in becoming eligible either for grants or subsidized
loans. It was unclear what incentive these colleges had to encourage our undercover
applicants to fraudulently fill out financial aid forms given the applicants’ ability
to pay for college. The following table provides more details on the four colleges in-
volved in encouraging fraudulent activity.

820 U.S.C. §1092 and 34 CFR §§668.41-.49.

920 U.S.C. §1094 (c) (3) and 34 CFR §§668.71-.75. Additionally, Education has recently pro-
posed new regulations that would enhance its oversight of title IV eligible institutions, including
provisions related to misrepresentation and aggressive recruiting practices. See 75 Fed. Reg.
34,806 (June 18, 2010).
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Table 1.—Fraudulent Actions Encouraged by For-Profit Colleges

Location

Certification sought and course
of study

Type of college

Fraudulent behavior encouraged

FL

Certificate—Computer Aided
Drafting.

Associate’s Degree—Radiologic

Technology.

Less than 2-year, pri-
vately owned.

12-year, privately owned

o Undercover applicant was encour-
aged by a financial aid represent-
ative to change the FAFSA to
falsely increase the number of de-
pendents in the household in
order to qualify for Pell grants.
The undercover applicant sug-
gested to the representative that
by the time the college would be
required by Education to verify
any information about the appli-
cant, the applicant would have
already graduated from the 7-
month program. The representa-
tive acknowledged this was true.
This undercover applicant indi-
cated to the financial aid rep-
resentative that he had $250,000
in the bank, and was therefore
capable of paying the program’s
$15,000 cost. The fraud would
have made the applicant eligible
for grants and subsidized loans.
o Admissions representative sug-
gested to the undercover appli-
cant that he not report $250,000
in savings reported on the FAFSA.
The representative told the appli-
cant to come back once the
fraudulent financial information
changes had been processed.
This change would not have made
the applicant eligible for grants
because his income would have
been too high, but it would have
made him eligible for loans sub-
sidized by the government. How-
ever, this undercover applicant in-
dicated that he had $250,000 in
savings—more than enough to
pay for the program’s $39,000
costs.
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Table 1.—Fraudulent Actions Encouraged by For-Profit Colleges—Continued

Certification sought and course

Location of study

Type of college

Fraudulent behavior encouraged

PA s Certificate—Web Page Design

TX s Bachelor's Degree—Construc-
tion Management.

Less than 2-year, pri-
vately owned.

A-year, privately owned ..

o Financial aid representative told
the undercover applicant that he
should have answered “zero”
when asked about money he had
in savings—the applicant had re-
ported a $250,000 inheritance.
The financial aid representative
told the undercover applicant that
she would “correct” his FAFSA
form by reducing the reported as-
sets to zero. She later confirmed
by email and voicemail that she
had made the change.

This change would not have made
the applicant eligible for grants,
but it would have made him eligi-
ble for loans subsidized by the
government. However, this appli-
cant indicated that he had about
$250,000 in savings—more than
enough to pay for the program’s
$21,000 costs.

o Admissions representative encour-
aged applicant to change the
FAFSA to falsely add dependents
in order to qualify for Pell grants.
Admissions representative assured
the undercover applicant that he
did not have to identify anything
about the dependents, such as
their Social Security numbers, nor
did he have to prove to the col-
lege with a tax return that he had
previously claimed them as de-
pendents.

Financial aid representative told
the undercover applicant that he
should not report the $250,000 in
cash he had in savings.

This applicant indicated to the fi-
nancial aid representative that he
had $250,000 in the bank, and
was therefore capable of paying
the program’s $68,000 cost. The
fraud would have made the un-
dercover applicant eligible for
more than $2,000 in grants per
year.

DECEPTIVE OR QUESTIONABLE STATEMENTS

Admissions or financial aid representatives at all 15 for-profit colleges provided
our undercover applicants with deceptive or otherwise questionable statements.
These deceptive and questionable statements included information about the col-
lege’s accreditation, graduation rates and its student’s prospective employment and
salary qualifications, duration and cost of the program, or financial aid. Representa-
tives at schools also employed hard-sell sales and marketing techniques to encour-

age students to enroll.
Accreditation Information

Admissions representatives at four colleges either misidentified or failed to iden-
tify their colleges’ accrediting organizations. While all the for-profit colleges we vis-
ited were accredited according to information available from Education, Federal reg-
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ulations state that institutions may not provide students with false, erroneous, or
misleading statements concerning the particular type, specific source, or the nature
and extent of its accreditation. Examples include:

e A representative at a college in Florida owned by a publicly traded company
told an undercover applicant that the college was accredited by the same organiza-
tion that accredits Harvard and the University of Florida when in fact it was not.
The representative told the undercover applicant: “It’s the top accrediting agency—
Harvard, University of Florida—they all use that accrediting agency. . . . Al
schools are the same; you never read the papers from the schools.”

e A representative of a small beauty college in Washington, DC told an under-
cover applicant that the college was accredited by “an agency affiliated with the gov-
ernment,” but did not specifically name the accrediting body. Federal and State Gov-
ernment agencies do not accredit educational institutions.

e A representative of a college in California owned by a private corporation told
an undercover applicant that this college was the only one to receive its accrediting
organization’s “School of Excellence” award. The accrediting organization’s Web site
listed 35 colleges as having received that award.

Graduation Rate, Employment and Expected Salaries

Representatives from 13 colleges gave our applicants deceptive or otherwise ques-
tionable information about graduation rates, guaranteed applicants jobs upon grad-
uation, or exaggerated likely earnings. Federal statutes and regulations require that
colleges disclose the graduation rate to applicants upon request, although this re-
quirement can be satisfied by posting the information on their Web site. Thirteen
colleges did not provide applicants with accurate or complete information about
graduation rates. Of these 13, 4 provided graduation rate information in some form
on their Web site, although it required a considerable amount of searching to locate
the information. Nine schools did not provide graduation rates either during our in-
person visit or on their Web sites. For example, when asked for the graduation rate,
a representative at a college in Arizona owned by a publicly traded company said
that last year 90 students graduated, but did not disclose the actual graduation
rate. When our undercover applicant asked about graduation rates at a college in
Pennsylvania owned by a publicly traded company, he was told that if all work was
completed, then the applicant should successfully complete the program—again the
representative failed to disclose the college’s graduation rate when asked. However,
because graduation rate information was available at both these colleges’ Web sites,
the colleges were in compliance with Education regulations.

In addition, according to Federal regulations, a college may not misrepresent the
employability of its graduates, including the college’s ability to secure its graduates
employment. However, representatives at two colleges told our undercover appli-
cants that they were guaranteed or virtually guaranteed employment upon comple-
tion of the program. At five colleges, our undercover applicants were given poten-
tially deceptive information about prospective salaries. Examples of deceptive or
otherwise questionable information told to our undercover applicants included:

e A college owned by a publicly traded company told our applicant that, after
completing an associate’s degree in criminal justice, he could try to go work for the
Federal Bureau of Investigation or the Central Intelligence Agency. While other ca-
reers within those agencies may be possible, positions as a FBI Special Agent or
CIA Clandestine Officer, require a bachelor’s degree at a minimum.

e A small beauty college told our applicant that barbers can earn $150,000 to
$250,000 a year. While this may be true in exceptional circumstances, the Bureau
of Labor Statistics (BLS) reports that 90 percent of barbers make less than $43,000
a year.

e A college owned by a publicly traded company told our applicant that instead
of obtaining a criminal justice associate’s degree, she should consider a medical as-
sisting certificate and that after only 9 months of college, she could earn up to
$68,000 a year. A salary this high would be extremely unusual; 90 percent of all
people working in this field make less than $40,000 a year, according to the BLS.

Program Duration and Cost

Representatives from nine colleges gave our undercover applicants deceptive or
otherwise questionable information about the duration or cost of their colleges’ pro-
grams. According to Federal regulations, a college may not substantially misrepre-
sent the total cost of an academic program. Representatives at these colleges used
two different methods to calculate program duration and cost of attendance. Col-
leges described the duration of the program as if students would attend classes for
12 months per year, but reported the annual cost of attendance for only 9 months
of classes per year. This disguises the program’s total cost. Examples include:
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e A representative at one college said it would take 3.5-4 years to obtain a bach-
elor’s degree by taking classes year round, but quoted the applicant an annual cost
for attending classes for 9 months of the year. She did not explain that attending
classes for only 9 months out of the year would require an additional year to com-
plete the program. If the applicant did complete the degree in 4 years, the annual
cost would be higher than quoted to reflect the extra class time required per year.

e At another college, the representative quoted our undercover applicant an an-
nual cost of around $12,000 per year and said it would take 2 years to graduate
without breaks, but when asked about the total cost, the representative told our un-
dercover applicant it would cost $30,000 to complete the program—equivalent to
more than 2% years of the previously quoted amount. If the undercover applicant
had not inquired about the total cost of the program, she would have been led to
believe that the total cost to obtain the associate’s degree would have been $24,000.

Financial Aid

Eleven colleges denied undercover applicants access to their financial aid eligi-
bility or provided questionable financial advice. According to Federal statutes and
regulations, colleges must make information on financial assistance programs avail-
able to all current and prospective students.

e Six colleges in four States told our undercover applicants that they could not
speak with financial aid representatives or find out what grants and loans they
were eligible to receive until they completed the college’s enrollment forms agreeing
to become a student and paid a small application fee to enroll.

e A representative at one college in Florida owned by a publicly traded company
advised our undercover applicant not to concern himself with loan repayment be-
cause his future salary—he was assured—would be sufficient to repay loans.

e A representative at one college in Florida owned by a private company told our
undercover applicant that student loans were not like car loans because “no one will
come after you if you don’t pay.” In reality, students who cannot pay their loans
face fees, may damage their credit, have difficulty taking out future loans, and in
{nost cases, bankruptcy law prohibits a student borrower from discharging a student
oan.

e A representative at a college owned by a publicly traded corporation told our
undercover applicant that she could take out the maximum amount of Federal
loans, even if she did not need all the money. She told the applicant she could put
the extra money in a high-interest savings account. While subsidized loans do not
accrue interest while a student is in college, unsubsidized loans do accrue interest.
The representative did not disclose this distinction to the applicant when explaining
that she could put the money in a savings account.

Other Sales and Marketing Tactics

Six colleges engaged in other questionable sales and marketing tactics such as
employing hard-sell sales and marketing techniques and requiring enrolled students
to pay monthly installments to the college during their education.

e At one Florida college owned by a publicly traded company, a representative
told our undercover applicant she needed to answer 18 questions correctly on a 50
question test to be accepted to the college. The test proctor sat with her in the room
and coached her during the test.

e At two other colleges, our undercover applicants were allowed 20 minutes to
complete a 12-minute test or took the test twice to get a higher score.

e At the same Florida college, multiple representatives used high pressure mar-
keting techniques, becoming argumentative, and scolding our undercover applicants
for refusing to enroll before speaking with financial aid.

e A representative at this Florida college encouraged our undercover applicant to
ks)igr(1i an enrollment agreement while assuring her that the contract was not legally

inding.

e A representative at another college in Florida owned by a publicly traded com-
pany said that he personally had taken out over $85,000 in loans to pay for his de-
gree, but he told our undercover applicant that he probably would not pay it back
because he had a “tomorrow’s never promised” philosophy.

o Three colleges required undercover applicants to make $20-$150 monthly pay-
ments once enrolled, despite the fact that students are typically not required to
repay loans until after the student finishes or drops out of the program. These col-
leges gave different reasons for why students were required to make these payments
and were sometimes unclear exactly what these payments were for. At one college,
the applicant would have been eligible for enough grants and loans to cover the an-
nual cost of tuition, but was told that she needed to make progress payments to-
ward the cost of the degree separate from the money she would receive from loans
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and grants. A representative from this college told the undercover applicant that the
Federal Government’s “90/10 Rule” required the applicant to make these payments.
However, the “90/10 Rule” does not place any requirements on students, only on the
college.

e At two colleges, our undercover applicants were told that if they recruited other
students, they could earn rewards, such as an MP3 player or a gift card to a local
store.10

Accurate and Helpful Information Provided

In some instances our undercover applicants were provided accurate or helpful in-
formation by campus admissions and financial aid representatives. In line with Fed-
eral regulations, undercover applicants at several colleges were provided accurate
information about the transferability of credits to other postsecondary institutions,
for example:

e A representative at a college owned by a publicly traded company in Pennsyl-
vania told our applicant that with regard to the transfer of credits, “different schools
treat it differently; you have to roll the dice and hope it transfers.”

e A representative at a privately owned for-profit college in Washington, DC told
our undercover applicant that the transfer of credits depends on the college the ap-
plicant wanted to transfer to.

Some financial aid counselors cautioned undercover applicants not to take out
more loans than necessary or provided accurate information about what the appli-
cant was required to report on his FAFSA, for example:

e One financial aid counselor at a privately owned college in Washington, DC told
an applicant that because the money had to be paid back, the applicant should be
cautious about taking out more debt than necessary.

e A financial aid counselor at a college in Arizona owned by a publicly traded
company had the undercover applicant call the FAFSA help line to have him ask
whether he was required to report his $250,000 inheritance. When the FAFSA help
line representative told the undercover applicant that it had to be reported, the col-
lege financial aid representative did not encourage the applicant not to report the
money.

In addition, some admissions or career placement staff gave undercover applicants
reasonable information about prospective salaries and potential for employment, for
example:

e Several undercover applicants were provided salary information obtained from
the BLS or were encouraged to research salaries in their prospective fields using
the BLS Web site.

e A career services representative at a privately owned for-profit college in Penn-
sylvania told an applicant that as an entry level graphic designer, he could expect
to earn $10-$15 per hour. According to the BLS only 25 percent of graphic designers
earn less than $15 per hour in Pennsylvania.

Web Site Inquiries Result in Hundreds of Calls

Some Web sites that claim to match students with colleges are in reality lead gen-
erators used by many for-profit colleges to market to prospective students. Though
such Web sites may be useful for students searching for schools in some cases, our
undercover tests involving four fictitious prospective students led to a flood of
calls—about five a day. Four of our prospective students filled out forms on two Web
sites, which ask questions about students’ interests, match them to for-profit col-
leges with relevant programs, and provide the students’ information to the appro-
priate college or the college’s outsourced calling center for follow-up about enroll-
ment. Two fictitious prospective students expressed interest in a culinary arts cer-
tificate, one on Web site A and one on Web site B. Two other prospective students
%égpll;essed interest in a bachelor’s degree in business administration, one on each

eb site.

10Depending on the value of the gift, such a transaction may be allowed under current law.
Federal statute requires that a college’s program participation agreement with Education in-
clude a provision that the college will not provide any commission, bonus, or other incentive pay-
ment based directly or indirectly on success in securing enrollments or financial aid to any per-
sons or entities engaged in any student recruiting or admission activities. However, Education’s
regulations have identified 12 types of payment and compensation plans that do not violate this
statutory prohibition, referred to as “safe harbors”. Under one of these exceptions, schools are
allowed to provide “token gifts” valued under $100 to a student provided the gift is not in the
form of money and no more than one gift is provided annually to an individual. However, on
June 18, 2010 the Department of Education issued a notice of proposed rulemaking that would,
among other things, eliminate these 12 safe harbors and restore the full prohibition.
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Within minutes of filling out forms, three prospective students received numerous
phone calls from colleges. One fictitious prospective student received a phone call
about enrollment within 5 minutes of registering and another 5 phone calls within
the hour. Another prospective student received 2 phone calls separated only by sec-
onds within the first 5 minutes of registering and another 3 phone calls within the
hour. Within a month of using the Web sites, one student interested in business
management received 182 phone calls and another student also interested in busi-
ness management received 179 phone calls. The two students interested in culinary
arts programs received fewer calls—one student received only a handful, while the
other received 72. In total, the four students received 436 phone calls in the first
30 days after using the Web sites. Of these, only six calls—all from the same col-
lege—came from a public college.l! The table below provides information about the
calls these students received within the first 30 days of registering at the Web site.

Table 2.—Telephone Calls Received as a Result of Web site Inquiries

Number of
Student's Web site calls received | Most calls re- Totgfl Qsl'lﬂsber
Student Jocation student Degree within 24 ceived in one received in a
used hours of reg- day* month
istering
GA A Business Administration 21 19 179
CA B Business Administration 24 18 182
MD A Culinary Arts 5 8 72
NV B Culinary Arts 2 1 3

Source: GAO.
*This number is based on the number of calls received within the first month of registering but does not include the first 24 hours.

TUITION AT FOR-PROFIT COLLEGES IS SOMETIMES HIGHER THAN TUITION AT NEARBY
PUBLIC AND PRIVATE NONPROFIT COLLEGES

During the course of our undercover applications, some college representatives
told our applicants that their programs were a good value. For example, a rep-
resentative of a privately owned for-profit college in California told our undercover
applicant that the $14,495 cost of tuition for a computer-aided drafting certificate
was “really low.” A representative at a for-profit college in Florida owned by a pub-
licly traded company told our undercover applicant that the cost of their associate’s
degree in criminal justice was definitely “worth the investment.” However, based on
information we obtained from for-profit colleges we tested, and public and private
nonprofit colleges in the same geographic region, we found that most certificate or
associate’s degree programs at the for-profit colleges we tested cost more than simi-
lar degrees at public or private nonprofit colleges. We found that bachelor’s degrees
obtained at the for-profit colleges we tested frequently cost more than similar de-
grees at public colleges in the area; however, bachelor’s degrees obtained at private
nonprofit colleges nearby are often more expensive than at the for-profit colleges.

We compared the cost of tuition at the 15 for-profit colleges we visited, with public
and private non-profit colleges located in the same geographic area as the for-profit
college. We found that tuition in 14 out of 15 cases, regardless of degree, was more
expensive at the for-profit college than at the closest public colleges. For 6 of the
15 for-profit colleges tested, we could not find a private nonprofit college located
within 250 miles that offered a similar degree. For 1 of the 15, representatives from
the private nonprofit college were unwilling to disclose their tuition rates when we
inquired. At eight of the private nonprofit colleges for which we were able to obtain
tuition information on a comparable degree, four of the for-profit colleges were more
expensive than the private nonprofit college. In the other four cases, the private
nonprofit college was more expensive than the for-profit college.

We found that tuition for certificates at for-profit colleges were often significantly
more expensive than at a nearby public college. For example, our undercover appli-
cant would have paid $13,945 for a certificate in computer aided drafting program—
a certification for a 7-month program obtained by those interested in computer-
aided drafting, architecture, and engineering—at the for-profit college we visited. To
obtain a certificate in computed-aided drafting at a nearby public college would have
cost a student $520. However, for two of the five colleges we visited with certificate

110f the 436 calls, not all resulted in a voice message in which a representative identified
the school he or she was calling from. For those callers who did not leave a message, GAO at-
tempted to trace the destination of the caller. In some cases GAO was not able to identify who
placed the call to the student.
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programs, we could not locate a private nonprofit college within a 250 mile radius
and another one of them would not disclose its tuition rate to us. We were able to
determine that in Illinois, a student would spend $11,995 on a medical assisting cer-
tificate at a for-profit college, $9,307 on the same certificate at the closest private
nonprofit college, and $3,990 at the closest public college. We were also able to de-
termine that in Pennsylvania, a student would spend $21,250 on a certificate in
Web page design at a for-profit college, $4,750 on the same certificate at the closest
private nonprofit college, and $2,037 at the closest public college.

We also found that for the five associate’s degrees we were interested in, tuition
at a for-profit college was significantly more than tuition at the closest public col-
lege. On average, for the five colleges we visited, it cost between 6 and 13 times
more to attend the for-profit college to obtain an associate’s degree than a public
college. For example, in Texas, our undercover applicant was interested in an associ-
ate’s degree in respiratory therapy which would have cost $38,995 in tuition at the
for-profit college and $2,952 at the closest public college. For three of the associate’s
degrees we were interested in, there was not a private nonprofit college located
within 250 miles of the for-profit we visited. We found that in Florida the associate’s
degree in Criminal Justice that would have cost a student $4,448 at a public college,
would have cost the student $26,936 at a for-profit college or $27,600 at a private
nonprofit college—roughly the same amount. In Texas, the associate’s degree in
Business Administration would have cost a student $2,870 at a public college,
$32,665 at the for-profit college we visited, and $28,830 at the closest private non-
profit college.

We found that with respect to the bachelor’s degrees we were interested in, four
out of five times, the degree was more expensive to obtain at the for-profit college
than the public college. For example in Washington, DC, the bachelor’s degree in
Management Information Systems would have cost $53,400 at the for-profit college,
and $51,544 at the closest public college. The same bachelor’s degree would have
cost $144,720 at the closest private nonprofit college. For one bachelor’s degree,
there was no private nonprofit college offering the degree within a 250 mile radius.
Three of the four private nonprofit colleges were more expensive than their for-profit
counterparts.

Table 3.—Program Total Tuition Rates

Degree Location colﬁggep;?filttion P”b{'ﬁitiﬂlege Private nonprofit college tuition
Certificate—Computer-aided drafting $13,945 $520 | College would not disclose.
Certificate—Massage Therapy .. $14,487 $520 | No college within 250 miles.
Certificate—Cosmetology ..... $11,500 $9,375 | No college within 250 miles.
Certificate—Medical Assistant . $11,995 $3,990 | $9,307
Certificate—Web Page Design ........... $21,250 $2,037 | $4,750
Associate’'s—Paralegal ..........ccc..e.. $30,048 $4,544 | No college within 250 miles.
Associate’s—Radiation Therapy .......... $38,690 $5,621 | No college within 250 miles.
Associate’s—Criminal Justice ............. $26,936 $4.448 | $27,600
Associate’s—Business Administration $32,665 $2.870 | $28,830
Associate’'s—Respiratory Therapist ..... $38,995 $2,952 | No college within 250 miles.
Bachelor's—Management Information | DC ........ $53,400 $51,544 | $144.720

Systems.
Bachelor's—Elementary Education ...... AZ $46,200 $31,176 | $28,160
Bachelor's—Psychology .........ccooeee.eee... L $61,200 $36,536 | $66,960
Bachelor's—Business Administration PA $49,200 $49,292 | $124,696
Bachelor's—Construction Management | TX ........ $65,338 $25,288 | No college within 250 miles.

Source: Information obtained from for-profit colleges admissions employees and nonprofit college Web sites or employees.
Note: These costs do not include books or supplies, unless the college gave the undercover applicant a flat rate to attend the for-profit
college, which was inclusive of books, in which case we were not able to separate the cost of books and supplies.

Mr. Chairman, this concludes my statement. I would be pleased to answer any
questions that you or other members of the committee may have at this time.

APPENDIX I: DETAILED RESULTS OF UNDERCOVER TESTS

The following table provides details on each of the 15 for-profit colleges visited by
undercover applicants. We visited each school twice, posing once as an applicant
who was eligible to receive both grants and loans (Scenario 1), and once as an appli-
cant with a salary and savings that would qualify the undercover applicant only for
unsubsidized loans (Scenario 2).
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

1

AZ—A-year, owned by publicly
traded company
Bachelor's—Education

2

AZ—4-year, owned by publicly
traded company
Associate’s Degree—Paralegal

21

57

39

8

@D

15

Not reported

Scenario 1
o Admissions representative compares
the college to the University of Arizona
and Arizona State University.
Admissions representative did not dis-
close the graduation rate after being
directly asked. He provided informa-
tion on how many students graduated.
This information was available on the
college’s Web site; however, it re-
quired significant effort to find the
college’s graduation rate, and the col-
lege did not provide separate gradua-
tion rates for its multiple campuses
nationwide.

Admissions representative says that

he does not know the job placement

rate because a lot of students moved
out of the area.

o Admissions representative encourages
undercover applicant to continue on
with a master’s degree after finishing
with the bachelor's. He stated that
some countries pay teachers more
than they do doctors and lawyers.

Scenario 2
o Admissions representative said the
bachelor's degree would take a max-
imum of 4 years to complete, but she
provided a 1-year cost estimate equal
to ¥ of the required credit hours.
According to the admissions rep-
resentative the undercover applicant
was qualified for $9,500 in student
loans, and the representative indi-
cated that the applicant could take
out the full amount even though the
applicant indicated that he had
$250,000 in savings.

o Admissions representative told the un-
dercover applicant that the graduation
rate is 20 percent. Education reports
that it is 15 percent.

Scenario 2

o Upon request by applicant, the finan-
cial aid representative estimated Fed-
eral aid eligibility without the under-
cover applicant’s reported $250,000 in
savings to see if applicant qualified
for more financial aid. The represent-
ative informed the applicant he was
ineligible for any grants.

o Admissions representative misrepre-
sented the length of the program by
telling the undercover applicant that
the 96 credit hour program would
take 2 years to complete. However,
she only provided the applicant a first
year cost estimate for 36 credit hours.
At this rate it would take more than
2.5 years to complete.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

3

CA—Iless than 2-year, privately
owned

Certificate—Computer Aided
Drafting

94

96

84

Scenario 1

o College representative told the under-
cover applicant that if she failed to
pass the college’'s required assess-
ment test, she can continue to take
different tests until she passes.

The college representative did not tell
the graduation rate when asked di-
rectly. The representative replied, “I
think, pretty much, if you try and
show up and, you do the work, you're
going to graduate. You're going to
pass guaranteed.” The college’s Web
site also did not provide the gradua-
tion rate.

Undercover applicant was required to
take a 12-minute admittance test but
was given over 20 minutes because
the test proctor was not monitoring
the student.

Scenario 2

o Undercover applicant was encouraged
by a financial aid representative to
change the FAFSA to falsely increase
the number of dependents in the
household in order to qualify for a
Pell grant.

The financial aid representative was
aware of the undercover applicant’s
inheritance and, addressing the appli-
cant’s expressed interest in loans,
confirmed that he could take out the
maximum in student loans.

The career representative told the un-
dercover applicant that getting a job
is a “piece of cake” and then told
the applicant that she has graduates
making $120,000-$130,000 a year.
This is likely the exception; according
to the BLS 90 percent of architectural
and civil drafters make less than
$70,000 per year. She also stated
that in the current economic environ-
ment, the applicant could expect a
job with a likely starting salary of
$13-$14 per hour or $15 if the appli-
cant was lucky.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

4

CA—2-year, owned by publicly
traded company
Certificate—Massage Therapy

3

83

66

Scenario 1

o The financial aid representative would
not discuss the undercover applicant’s
eligibility for grants and loans and re-
quired the applicant to return on an-
other day.

Scenario 2

o While one school representative indi-
cated to the undercover applicant that
he could earn up to $30 an hour as a
massage therapist, another represent-
ative told the applicant that the
school’s massage instructors and di-
rectors can earn $150-$200 an hour.
While this may be possible, according
to the BLS, 90 percent of all massage
therapists in California make less
than $34 per hour.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

5

DC—4-year, privately owned
Bachelor's Degree—Business
Information Systems

34

66

71

Scenario 1

o Admissions representative explains to
the undercover applicant that al-
though community college might be a
less expensive place to get a degree,
community colleges make students
spend money on classes that they do
not need for their career. However,
this school also requires students to
take at least 36 credit hours of non-
business general education courses.

o Admissions representative did not dis-
close the graduation rate after being
directly asked. He told the undercover
applicant that it is a “good” gradua-
tion rate. The college’s Web site also
did not provide the graduation rate.

o Admissions representative encouraged
the undercover applicant to enroll by
asking her to envision graduation day.
He stated, “Let me ask you this, if
you could walk across the stage in a
black cap and gown. And walk with
the rest of the graduating class and
take a degree from the president’s
hand, how would that make you
feel?”

Scenario 2

o Admissions representative said the
bachelor's degree would take 3.5 to 4
years to complete. He gave the appli-
cant the cost per 12 hour semester,
the amount per credit, the total num-
ber of credits required for graduation,
and the number of credits for the first
year. When asked if the figure he
gave multiplied by four would be the
cost of the program, the representa-
tive said yes, although the actual tui-
tion would have amounted to some
$12,000 more.

o Admissions representative required the
undercover applicant to apply to the
college before he could talk to some-
one in financial aid.

o Admissions representative told the un-
dercover applicant that almost all of
the graduates get jobs.

o Flyer provided to undercover applicant
stated that the average income for
business management professionals
in 2004 was $77,000-$118,000. When
asked more directly about likely start-
ing salaries, the admissions rep-
resentative said that it was between
$40,000 and $50,000.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

6

DC—Iess than 2-year, Privately
owned
Certificate—Cosmetology, Barber

74

74

Not reported

Scenario 1

o Admissions representative told the un-
dercover applicant that the college
was accredited by “an agency affili-
ated with the government,” but did
not specifically name the accrediting
body.

o Admissions representative suggested
to the undercover applicant that all
graduates get jobs. Specifically he
told the applicant that if he had not
found a job by the time he graduated
from the school, the owner of the
school would personally find the ap-
plicant a job himself.

Scenario 2

o Admissions representative told our un-
dercover applicant that barbers can
earn $150,000 to $250,000 a year,
though that would be extremely un-
usual. The BLS reports that 90 per-
cent of barbers make less than
$43,000 a year. In Washington, DC,
90 percent of barbers make less than
$17,000 per year. He said, ‘“The
money you can make, the potential is
astronomical.”
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

7

FL—2-year, privately owned
Associate’s Degree—Radiologic
Therapy

86

92

78

Scenario 1

o When asked by the undercover appli-

cant for the graduation rate for two

programs, the admissions representa-
tive did not answer directly. For exam-
ple the representative stated that

“I've seen it's an 80 to 90 percent

graduation rate” for one of the pro-

grams but said for that information,

“ would have to talk to career serv-

ices.” She also said 16 or 17 stu-

dents graduated from one of the pro-
grams, but couldn't say how many
students had started the program.

The college’s Web site also did not

provide the graduation rate.

Admissions representative told our

prospective undercover applicant that

student loans were not like car loans
because student loans could be de-
ferred in cases of economic hardship,
saying “It's not like a car note where
if you don't pay they're going to come
after you. If you're in hardship and
you're unable to find a job, you can
defer it.” The representative did not
explain  the circumstances under
which students might qualify for
deferment. Borrowers who do not
qualify for deferment or forbearance
and who cannot pay their loans face
fees, may damage their credit or have
difficulty taking out future loans.

Moreover, in most cases, bankruptcy

law prohibits a student borrower from

discharging a student loan.

Scenario 2

o Admissions representative suggested
to the undercover applicant that he
not report $250,000 in savings re-
ported on the FAFSA. The representa-
tive told the applicant to come back
once the fraudulent financial informa-
tion changes had been processed.

o This change would not have made the
undercover applicant eligible for
grants because his income would
have been too high, but it would have
made him eligible for loans sub-
sidized by the government.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

8

FL—2-year, owned by publicly
traded company

Associate’s Degree—Criminal Jus-
tice

Not reported

Not reported

Not reported

Scenario 1
o Admissions representative falsely stat-
ed that the college was accredited by
the same agency that accredits Har-
vard and the University of Florida.
A test proctor sat in the test taking
room with the undercover applicant
and coached her during the test.
o The undercover applicant was not al-
lowed to speak to a financial aid rep-
resentative until she enrolled in the
college.
Applicant had to sign agreement say-
ing she would pay $50 per month to-
ward her education while enrolled in
college.
o On paying back loans, the representa-
tive said, “You gotta look at it . . . |
owe $85,000 to the University of Flor-
ida. Will | pay it back? Probably not
... | look at life as tomorrow’s never
promised . . . Education is an invest-
ment, you're going to get paid back
tenfold, no matter what.”
Admissions representative suggested
undercover applicant switch from
criminal justice to the medical assist-
ant certificate, where she could make
up to $68,000 per year. While this
may be possible, BLS reports 90 per-
cent of medical assistants make less
than $40,000 per year.

Scenario 2

o When the applicant asked about fi-
nancial aid, the two representatives
would not answer but debated with
him about his commitment level for
the next 30 minutes.

e The representative said that student
loans would absolutely cover all costs
in this 2-year program. The represent-
ative did not specify that Federal stu-
dent loans by themselves would not
cover the entire cost of the program.
While there are private loan programs
available, they are normally based on
an applicant passing a credit check,
and typically carry higher interest
rates than Federal student loans.

o The representative said paying back

loans should not be a concern be-

cause once he had his new job, re-
payment would not be an issue.

The representatives used hard-sell

marketing techniques; they became

argumentative,  called  applicant
afraid, and scolded applicant for not
wanting to take out loans.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

9
IL—2-year, privately owned
Certificate—Medical Assistant

10

IL—A-year, owned by publicly
traded company

Bachelor's Degree—Psychology

11

PA—A4-year, owned by publicly
traded company

Bachelor's Degree—Business

Administration ...

83

Not reported

47

80

Not reported

58

70

Not reported

Scenario 2

o Admissions representative initially pro-
vided misleading information to the
undercover applicant about the trans-
ferability of the credit. First she told
the applicant that the credits will
transfer. Later, she correctly told the
applicant that it depends on the col-
lege and what classes have been
taken.

Scenario 1

o Admissions representative said the
bachelor's degree would take 3.5-4
years to complete, but only provided
an annual cost estimate for % of the
program.

Scenario 2

o Admissions representative did not pro-
vide the graduation rate when directly
asked. Instead she indicated that not
everyone graduates.

Scenario 1

o Admissions representative told the un-
dercover applicant that she could take
out the maximum amount of Federal
loans, even if she did not need all the
money. She told the applicant she
could put the extra money in a high-
interest savings account. While sub-
sidized loans do not accrue interest
while a student is in college, unsub-
sidized loans do accrue interest. The
representative did not disclose this
distinction to the applicant when ex-
plaining that she could put the money
in a savings account.

Scenario 2

o Admissions representative told the un-
dercover applicant that the college is
regionally accredited but does not
state the name of the accrediting
agency. The college’s Web site did
provide specific information about the
college’s accreditation, however.

o Admissions representative said finan-
cial aid may be able to use what they
call “professional judgment” to deter-
mine that the undercover applicant
does not need to report over $250,000
in savings on the FAFSA.

o Admissions representative did not dis-
close the graduation rate after being
directly asked. He instead explained
that all students that do the work
graduate. This information was avail-
able on the college’s Web site; how-
ever, it required significant effort to
find the college’s graduation rate, and
the college did not provide separate
graduation rates for its multiple cam-
puses nationwide.
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College information and degree sought

Students
receiving
Pell grants
[In percent]

Students
receiving
Federal loans
[In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in
deceptive, or otherwise questionable behavior

12

PA—Iess than 2-year, privately
owned
Certificate—Web Page Design

13

TX—A4-year, privately owned

Bachelor's Degree—Construction
Management; Visual Commu-
nications

52

81

69

99

56

54

Scenario 1

o Admissions representative told the un-
dercover applicant that she has never
seen a student decline to attend after
speaking with financial aid. The ad-
missions  representative would not
allow the applicant to speak with fi-
nancial aid until she enrolled in the
college.

o |f the undercover applicant was able
to get a friend to enroll in the college
she could get an MP3 player and a
rolling backpack. As noted in the tes-
timony, although this is not illegal, it
is a marketing tactic.

Scenario 2

o Financial aid representative told the
undercover applicant that he should
have answered “zero” when asked
about money he had in savings— the
applicant had reported a $250,000 in-
heritance.

e The financial aid representative told
the undercover applicant that she
would change his FAFSA form by re-
ducing the reported assets to zero.
She later confirmed by e-mail and
voice mail that she had made the
change.

o This change would not have made the
undercover  applicant eligible for
grants, but it would have made him
eligible for loans subsidized by the
government.

Scenario 1

o Admissions representative said the
program would cost between $50,000
and $75,000 instead of providing a
specific number. It was not until the
admissions  representative later
brought the student to financial aid
that specific costs of attendance were
provided.

Scenario 2

o Admissions representative did not dis-
close the graduation rate after being
directly asked. The college’s Web site
also did not provide the graduation
rate.

o Admissions representative encouraged
undercover applicant to change the
FAFSA to falsely add dependents in
order to qualify for grants.

o This undercover applicant indicated to
the financial aid representative that
he had $250,000 in the bank, and
was therefore capable of paying the
program’s  $68,000 cost. The fraud
would have made the applicant eligi-
ble for $2,000 in grants per year.
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Students Students
receiving receiving
Pell grants Federal loans
[In percent] [In percent]

Graduation
rate*
[In percent]

Encouragement of fraud, and engagement in

College information and degree sought deceptive, or otherwise questionable behavior

14 89 92 34 | Scenario 1

TX—2-year, owned by publicly o Admissions representative said the
traded company program takes 18 to 24 months to

Associate’s Degree—Business Ad- complete, but provided a cost esti-
ministration mate that suggests the program takes
more than 2.5 years to complete.

o The college’s Web site did not provide
the graduation rate.

Scenario 2

o Undercover applicant would be re-
quired to make a monthly payment to
the college towards student loans
while enrolled.

o Admissions representative guaranteed
the undercover applicant that getting
a degree would increase his salary.

15 100 100 70 | Scenario 1

TX—2-year, privately owned o The undercover applicant was not al-

Associate’'s Degree—Respiratory lowed to speak to a financial aid rep-
Therapy resentative until he enrolled in the
college.

Scenario 2

o Admissions representative misrepre-
sented the length of time it would
take to complete the degree. He said
the degree would take 2 years to
complete but provided a cost work-
sheet that spanned 3 years.

o The undercover applicant was told he
was not allowed to speak to a finan-
cial aid representative until he en-
rolled in the college. After refusing to
sign an enroliment agreement the ap-
plicant was allowed to speak to
someone in financial aid.

o Admissions representative told under-
cover applicant that monthly loan re-
payment would be lower than it actu-
ally would be.

Source: GAO undercover visits and Department of Education.
*This information was obtained from the Department of Education National Center for Education Statistics.

The CHAIRMAN. Mr. Kutz, thank you for your testimony, but
moreover, thank you for your diligence in following through on our
requests for information.

Is that a vote?

A 15-minute roll-call vote has just started. Rather than interrupt
our line of questioning—and I intend to have 10-minute rounds of
questions for this panel, let’s recess for 10 minutes or so, we’ll go
over and vote and come back, Mr. Kutz.

We have two votes? I only got one vote. The committee will stand
in recess for 15 minutes. And that should give us time to vote. If
there are two votes than we’ll probably be back here in about 20
minutes.

So, we'll take at least a 15-minute break, Mr. Kutz, and we’ll be
back at that time.

Thank you.
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[RECESSED.]

[RECONVENED. ]

The CHAIRMAN. The committee will resume its sitting. I will go
ahead with my first round of questioning in anticipation of other
Senators coming here after this second vote. I apologize, but that’s
just the way of the Senate.

So, Mr. Kutz, again, thank you very much for your testimony and
thank you and all of the GAO for all of the great work that you
do in keeping us advised and informed.

But, Mr. Kutz, picking up on the deceptive recruiting practices,
I hear a lot of talk that, “Well, these are just a few rogue people.”
Or, perhaps a school just has lax recruiter oversight, that the vast
majority of the for-profit schools would never engage in fraudulent,
deceptive, or overly aggressive marketing to students. Based on,
not just this investigation, but on your experience, would you say
the misleading and deceptive practices—overly aggressive mar-
keting are the exception, or are these more widespread throughout
all of the for-profit schools?

Mr. KuTtz. Well, as I mentioned in my opening statement, all 15
provided fraudulent, deceptive, or otherwise questionable practices.
So, there were none that we would say were completely clean.

There were some good practices, as I mentioned, sprinkled into
these, and that’s not surprising—there are good people trying to do
the right thing. This was not a statistical sample, but it’s impor-
tant to point out, too, that we did not have any specific leads that
led us to those 15 locations. We didn’t know what we were going
to find. So, it wasn’t a statistical sample, but we had no specific
leads of fraud. So, certainly it gives you an indication that this is
much more widespread than a few bad actors.

The CHAIRMAN. Mr. Kutz, I think, the first two clips were good
practices. Did you identify those schools, or could you identify those
schools? Were they on this list?

Mr. KuTz. Yes, they were. Absolutely.

Yes, the first three, the good practices were the College of Office
Technology in Illinois, Argosy University and Potomac College,
here, in Washington, DC.

The CHAIRMAN. I see.

Mr. KuTtz. So, there were three clips in the good practices.

The CHAIRMAN. I see.

Mr. Kutz, in your opinion, what is the likelihood that a typical
student considering a for-profit school could actually get an accu-
rate understanding of the cost of the program and of the total cost?

Mr. Kutz. Well, as you saw in the videos, it’s highly unlikely.
Not only did you have problems getting to speak to a financial aid
representative, we kept saying, “We want to know how much it is,”
and they kept saying, “No, no, no.” So, there were a lot of things.
Plus, there were other things they did to kind of disguise the cost;
whether telling you the program was 12 months or, 9 months and
giving you 12 months of cost—or, the opposite, 9 months of cost for
a 12-month program, meaning it really cost more. So, it was very
difficult to sift through the cost in most cases.

There were some, again, that were good practices, but most of
them it was very difficult to determine the cost. I think you're talk-
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ing, too, about oftentimes your low-income people. So, I think that’s
some of the people that are being targeted, here.

The CHAIRMAN. Mr. Kutz, these schools are required in certain
circumstances to provide prospective students with actual gradua-
tion rates for the college and programs. Your written testimony dis-
cusses the difficulty you had in obtaining these graduation rates.
Could you go into more detail about that, and do you believe the
average student is given an accurate understanding of the gradua-
tion rates at these for-profit schools?

Mr. Kurz. Nine of the fifteen neither provided us graduation
rates orally, or had them on their Web sites. Others, we got con-
flicting information at the same school. One school the person said,
“We’ve only been around a few months, we don’t really have one,”
the other person said it was 70 percent—at the same school. So,
it was very difficult to sift fact from fiction, here.

The CHAIRMAN. Why do you believe that so many schools that we
saw depicted would not even let you speak with a financial aid rep-
resentative before paying a fee and signing an enrollment contract?

Mr. KuTtz. I believe it’s part of the training they receive. It’s a
marketing pitch, and they were very consistent in some of these
places. I mentioned the six—they would not let us speak to finan-
cial aid until we signed a document and paid them money as an
admissions fee, or an application fee, I guess, is what it was prob-
ably called.

So, they were consistently trained. And we tried—and some of
those videos went on for 40 minutes, where we kept trying to speak
to financial aid. So, you saw 2-minute clips, but our students got
very frustrated. You know, it was a test for us, but real people
would get very frustrated. We simply wanted to know what the
cost was, and we had a hard time getting to financial aid. So it
was—I think it was a marketing script.

The CHAIRMAN. So, I've only got 30 seconds left, here. Your visit
lasted for several hours. Would you say that the practices in those
videos haven’t been fully able to capture all that was in the presen-
tation?

Mr. Kurz. No, and there were other good practices, but there
were many other bad practices. We just gave you 12 minutes of
clips here—we probably had 90 to 100 hours of video from our un-
dercover visits. Some of them took 2 or 3 hours. So, there’s dead
time in there, too, but there’s also other things—there were other
fraud cases we didn’t show you, there were other cases of people
inflating the cost—or, understating the cost or providing some
other deceptive information. So, there’s a lot more than what you
saw.

The CHAIRMAN. Thank you, Mr. Kutz. My 5 minutes is up. I said
we were going to have 10-minute rounds, but because we had this
break to vote, I'm just going to do 5-minute rounds. We can do a
second round, if people so desire.

Senator Enzi.

Senator ENzI. Thank you, Mr. Chairman.

Actually, T used to use a “secret shopper” kind of concept in the
retail business, and it’s valuable to find out what people are really
doing. And I suspect that is just what’s been done with your secret
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shopper and probably is making a difference in colleges out there,
already. I think they’ll probably clean up their act a little bit.

One of those scenarios did kind of remind me of when my oldest
daughter was applying to college, and it was at a private, nonprofit
college. And we had filled out the FAFSA form, and they were look-
ing it over—we made all of our kids save money to go to college,
to work and save money—and this person said, “You know, you
really ought to take some of that money and buy a car and re-do
your form, because that won’t count.” I didn’t appreciate that kind
of instruction to my kids after making them save their money.

Which of the situations in your investigation that were revealed
in your investigation will you refer to the Department of Edu-
cation’s Inspector General or the Department of Justice for further
review? Are you going to take some action with this?

Mr. Kutz. Absolutely. We will refer, formally, to the investigative
side of the Department of Education Inspector General the four
fraud cases and, in fact, they came over to our office yesterday and
met with us. So, they already are aware of the four, and so those
four will go to the investigative side.

All 15 of these cases will be shared with the Department of Edu-
cation, if they want to have further information from an oversight
standpoint, we will share it with them, too.

Senator ENZI. Did you run into any difficulties with the hidden
camera? I assume it was a hidden camera?

Mr. KuTz. Yes, some were in hats, and some were in portfolios,
and you did notice, sometimes, that we had a headshot above the
nose or whatever the case may be, so sometimes—and we also went
in with two. Every time we went in we had two people, there was
a friend, and there was the prospective student. So, sometimes the
camera would look at your prospective friend and you would lose
the picture a little bit, but we typically had hats or other devices.

Senator ENzI. I think they did a pretty good job with their pho-
tography.

Now, in your written testimony, you criticized several schools for
not allowing access to financial aid advice, and suggested that the
Federal law requires the schools to provide that advice. And I do
think that they were trying to keep people from getting information
that they really deserve and need to know. Did the schools run into
a problem with getting jammed up on people wanting specific fi-
nancial advice without knowing whether a student had enrolled?
And I'm not talking about just these colleges, I'm talking about any
colleges. Do you run into that problem, where the school worries
about not having enough financial aid people to provide specific in-
formation, unless they have some kind of an indication that they're
going to enroll? Not necessarily signing on the dotted line for what-
ever the total amount is.

Mr. Kutrz. Well, as we talked in the opening statement, there
were certain colleges that let us speak to financial aid representa-
tives without signing a document and without enrolling. So, some
gave us access. The other ones were very, as I mentioned, were
very disciplined—they just kept saying, “No, no, no. You have to
sign.” So, it was a mixture. Some were more willing to share that
financial information before we actually signed a document than
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others were. So, I don’t know why that is, Senator, I mean, but it
was a mixed bag.

Sé}n‘;ettor ENzI. Yes. Did they have a filled-out FAFSA form, al-
ready?

Mr. Kurz. That’s interesting. We did go in with a filled-out
FAFSA, and they were actually surprised we walked in with one
filled out. They said, “We usually help the students fill it out,”
which is a little bit scary to me, given some of the advice that we
received.

But, yes, we went in with filled-out FAFSAs in all cases.

Senator ENzI. You didn’t take a look at any of the public or the
private nonprofits when you did this, did you?

Mr. Kutz. No, we didn’t.

Senator ENZI. Just these 15?7

Mr. Kutz. Just these 15 colleges.

Senator ENZI. So, we wouldn’t know if this practice of not allow-
ing the financial advisor is common in other schools?

Mr. Kutz. Can’t speak to that.

Senator ENzI. I'll go ahead and give up the rest of my time.

The CHAIRMAN. Twenty seconds.

Senator ENZzI. I know, tremendous amount of time.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Franken.

STATEMENT OF SENATOR FRANKEN

Senator FRANKEN. Thank you, Mr. Chairman. Thank you for this
hearing. I think there is a reason to be doing this on for-profit col-
leges, and I have tremendous respect for the Ranking Member, but
with so much of the defaults being in for-profit, and such a low
graduation rate, and so much profit being made, and so much gov-
ernment money being spent for these for-profit schools with such
bad results, on the bad actors—and I want to emphasize bad actors
from good actors—this is low-hanging fruit. This feels like low-
hanging fruit. Of course, you're going to have some athletic recruit-
ing problems, we know those exist. But that’s not what this hear-
ing is about. This is about Pell grants going to schools that are re-
cruiting people and, in an unethical manner, that are lying to peo-
ple—this is of a very different order. And I think we should recog-
nize this.

I'm very disturbed by the videos. I just want to ask you, just to
make sure, Andrew Breitbart didn’t edit these, did he?

Mr. Kutz. No.

[Laughter.]

Senator FRANKEN. You testified that all 15 schools investigated
by the GAO made deceptive or otherwise questionable statements
to undercover applicants. Now, most of the deceptive practices that
your investigation exposed are already illegal. How are these
schools getting away with this? What enforcement mechanisms are
missing that allow this conduct to take place so readily and openly?

Mr. Kutz. Well, you have the Department of Education who has
certain remedies with organizations that don’t follow their regula-
tions, you’ve got the IG who we’ll be giving the fraud cases to, and
then you have, of course, industry typically talks about self-polic-
ing. Some combination of those, here, clearly has failed, Senator,
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and I think that there are certain things that need to be done. I
mean, hopefully, like you said, that these colleges will take a look
at this video, or one of you said, and straighten up after this, and
actually talk to their people about—it’s a combination of two
things—it’s the fraud, but it’s also, how do these people feel? You
know, I asked my people, “How do you feel sitting in these things?”
It’}s1 u{lcomfortable, it’s embarrassing. A lot of these—one of these
schools——

Senator FRANKEN. Well, this is clearly their M.O., though, so
they may not want to give this up. This is how they hook—hood-
wink people into signing on, and then rip them off. So, I'm not sure
that feeling bad about it—I mean, I understand that the people
who felt bad were your people.

I want to get into this good actors versus bad actors. For exam-
ple, at this school called Walden University in Minnesota, it has an
impressively low 2-year cohort loan default rate of 1.7 percent, and
I've been told by their President that part of the reason for this is
that they work hard to ensure that students they admit are good
fits for their programs. Based on your research, I mean, you had
all 15 be deceptive.

Mr. Kutz. Correct.

Senator FRANKEN. How widespread do you think these deceptive
and overly aggressive practices are at for-profit colleges? What
other information do you think we need to determine how truly
widespread this is?

Mr. Kurz. Well, we did this, Senator, in June and July, pri-
marily, so this is fresh information and my team did a good job of
getting a lot done in a short period of time. It’s not a statistical
sample, but as you said, we were 15 for 15. So, there’s indications
that this would be a broader issue.

One of the other things, too, is the Department of Education
could do this kind of thing, and they maybe do some of this, but
there has to be continuous testing of this and oversight for this.

But youre right, giving this up and having sales impacted is
something that is a consideration for these companies.

Senator FRANKEN. I just wanted to, as we do these hearings,
make sure that we, No. 1, find a way to separate the good actors
from the bad actors, and find some metrics to do that by and then
act against the bad actors.

Because, I'll tell you something, and I've said this before in this
committee. My wife’s father died when she was 18 months old,
leaving her mom widowed with five kids, four girls. All of the girls
went to college, including my wife. They all managed to go to col-
lege based on scholarships and Pell grants. There’s no bigger de-
fender of Pell grants than me, because of that.

But, I can’t conscience this. And we're studying these for-profit
institutions for a reason. There’s a reason to be having these hear-
ings and confining them to for-profit institutions, because the num-
bers are so outlandish. And if we are truly talking about saving
money and cutting the deficit, we ought to be going after the low-
hanging fruit. And that’s what this appears to be.

And I don’t quite get this idea of, “Well, we also have to be study-
ing nonprofits and publics.” Fifteen out of fifteen are giving you de-
ceptive information. I think we’ve located a place where there are
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a tremendous high percentage of bad actors. And we’ve got to get
after them.

Thank you.

The CHAIRMAN. Senator Isakson.

STATEMENT OF SENATOR ISAKSON

Senator ISAKSON. Thank you very much, Mr. Chairman.

In your GAO highlights, it says that the 15 were selected, (A) Be-
cause the Department of Education reported that they received 89
percent or more of their revenue from Federal funds, Federal stu-
dent aid, is that right?

Mr. Kutz. That is one of the factors we considered, yes.

Senator ISAKSON. When you put the fictitious people on the Web
sites, you gauged the number of solicitations that came back from
those people being posted as a part of your determination?

Mr. Kutz. No. Those Web sites were completely independent of
the 15. Absolutely independent.

Senator ISAKSON. They weren’t—oh.

Mr. Kutz. Although, some of the referrals from the Web site
went to some of the 15. So, some of those 15 are linked to those
Web sites.

Senator ISAKSON. The point is, you had some suspicion, or some
area of interest in these 15 to begin with.

Mr. Kutz. Not really. I mean, they got a lot of Federal dollars,
that was certainly one of the things. But we tried to—we did this
in June and July, we did this in a very short period of time, so
some of those geographic grouping, where we tried to get several
in one location. But we had no specific evidence of fraud or any
abuse at any location. There’s a lot of noise about the industry, but
we didn’t pick any location, in particular, because of any specific
allegations on that location.

Senator ISAKSON. Did each one of the schools have a PPA agree-
ment with the Department of Education?

Mr. Kutz. I don’t know that. I don’t know.

Senator ISAKSON. Well, following up on Senator Franken’s state-
ment and I may be wrong, and I welcome anybody to correct me
that knows differently, but title IV funds are not available to you
unless you enter into a Program Participation Agreement with the
Department of Education.

Mr. Kutz. This was all undercover, so presumably then they
would have had that, but we did not look at any of those docu-
ments, except in our undercover.

Senator ISAKSON. Well, 'm suggesting that you go check this out,
because if they did, I believe—from what I've read in the Depart-
ment of Education materials and other things I've been looking
for—that there are substantial violations in the Participation
Agreements in title IV based on what you've shown here.

Mr. KuTz. And I think the Department of Education agrees. We
did meet with the Department of Education earlier this week, also,
so they will have evidence from all 15.

Senator ISAKSON. Would their route of enforcement of a PPA
agreement be through DOJ?

Mr. KuTtz. I don’t know if it would be criminal, it might be more
civil.
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Senator ISAKSON. Who, then, would they turn it over to, to pur-
sue the institution? Internal people within the Department of Edu-
cation?

Mr. KuTtz. For the civil. For the criminal, the investigative side
of the Inspector General’s who we’re working with on these cases.
And they would work for DOJ if they actually decided to take a
case to a U.S. Attorney.

Senator ISAKSON. So the IG is who you’re working with?

Mr. KuTz. On the fraud cases. On the rest of it, it would be more
of the management oversight side.

Senator ISAKSON. So DOE would do the contractual violation
part?

Mr. KuTz. Yes, correct.

Senator ISAKSON. OK. Well, the reason for going along that line,
we went through a lot of this on incentive compensation for recruit-
ing students and all kinds of things. In fact, 1992 was when the
Higher Education Act was amended to address the commission in-
centive. There’s a period of time where they were paying bonuses
to people for bringing students in. That’s a violation now. There are
only certain safe harbors where your compensation can be tied in
any way to recruiting. I don’t think there’s any safe harbor from
fraud. I don’t think there’s any safe harbor from this type thing.

The most effective thing the government can do is, if they have
a bona fide case of a violation of a PPA agreement under Section
668.14 of the Act, then they ought to immediately pursue whatever
legal remedy it is, or at least pursue those individuals cease and
desist or remove their ability to receive the money.

Mr. Kutz. As I said, we'll certainly make our information avail-
able to the Department of Education on the management side and
on the investigative side.

Senator ISAKSON. My point for raising that is the chips will fall
where they may, but I don’t want to leave a hearing with a generic
application against all for-profits because of 15 of them when we
got 15 that violated an agreement they have with us, that we ought
to be pursuing. The best way to get people to pay attention to the
law is to enforce it, whether it’s a regulation, a contractual agree-
ment, or statutory law.

I'd like to know what DOE is going to do to pursue any of these
violations of PPA agreements with the institutions in mind because
I think that would be important for us to know.

Because if we leave here with just an indictment of an industry
without actually going after people we’ve discovered, that certainly
have information that the very least is questionable, or at the very
most is probably against the law, then we ought to see to it that’s
enforced.

Mr. Kutz. Can I make one more point?

Senator ISAKSON. I didn’t ask too many questions.

Mr. Kutz. Well, no, and it’s along these lines. I think the ac-
countability here should be with the schools and not necessarily the
individuals. But I think what’s going to happen is the individuals
will be held out as rogue employees, and will be potentially dealt
with individually. But I think that’s probably unfair here because
I expect anybody we would have walked into perhaps that was
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trained a certain way in marketing was going to follow the same
script.

So, I think what we’re going to see, and we’ve seen it before in
other undercovers we’ve done for investigations that the organiza-
tions say that was a rogue employee. But I expect in some of these
cases, that was absolutely not true.

Senator ISAKSON. Well, if I may, Mr. Chairman, just following on
that response, I think your intuition is probably correct, but my
point is that the concern over what’s happened in these instances,
needs to be corrected, not just stated and end up being an indict-
ment. But then nothing’s done about it. I know we have people that
are doing bad things, but I know we have a lot of people doing it
right. And they’re going to be under a cloud unless we begin to sep-
arate the wheat from the chaff.

And I think the only way to do that is through enforcement of
the program participation agreement. Then everybody will know it
really means something. And then I think you’ll automatically have
compliance because of the ramifications of noncompliance.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. I see that my friend from Georgia
was talking about the Nunn Commission. Senator Nunn from Geor-
gia headed an investigation of for-profit colleges that led to the ban
on incentive compensation in the 1992 Higher Education Act reau-
thorization.

The second panel, Mr. Hawkins, will talk about that and point
out how the safe harbors that were implemented in 2002 basically
nﬁzgated what was done in 1992. So, the second panel will get into
this.

Next is Senator Casey.

STATEMENT OF SENATOR CASEY

Senator CASEY. Thank you, Mr. Chairman. And sir, thank you
for your testimony. It was enlightening to see both the video as
well as to have read the report. I have to say in the interest of full
disclosure, I was the auditor general in Pennsylvania for two
terms. So I know what it’s like to issue reports like this, and then
to be criticized for the

Mr. Kutz. We're not very popular, are we, Senator?

Senator CASEY. I have a high degree of skepticism when a report
like this gets attacked. So I'll put that on the table.

But I was struck by the scope of what you found. I was looking
through—just looking by way of summary of pages 9 through 13.
And when you break it down into the categories of deceptive or
questionable statements, whether it’s accreditation information,
whether it’s graduation rate, employment, questions, program du-
ration, cost, financial aid. I mean, you have 15 colleges, 13 colleges
involved, 9, 11, 6. And you really have no predicate, necessarily
to—so you’re looking at this fresh. And still, we see all kind of
problems.

To say it’s inexcusable doesn’t begin to describe the outrage of
this. And you’ve done the American people a real service by point-
ing out these problems, and by making sure that we’re focused on
two groups of people, and maybe only these two, students and tax-
payers in my judgment.
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I know that sometimes when you issue reports like this, the re-
sult is a series of recommendations or suggestions. So I want to ask
you about that. But I think that what a lot of people are waiting
for in the wake of a report like this is accountability at a couple
of levels.

Certainly at the individual level, these individuals who engage in
these practices have to be held accountable. For some, that might
mean firing them. And I think the institutions have to act very
quickly, if they haven’t already, to deal with that individually.

And they have to work that out in terms of our employment laws
and statutes, but there also has to be institutional industry ac-
countability. That needs to happen real fast if taxpayers and stu-
dents in the families that they come from or going to have con-
fidence that the results of your report are in fact being taken seri-
ously and implemented. So that’s commentary. And I know you're
not here to evaluate comments like that.

But I wanted to ask you in light of the results that you found,
and the outrage that we all feel about what was on the video, do
you have any recommendations in terms of what the Federal Gov-
ernment should do, or—and I should say and the industry—in
terms of strategies, tools, policies, statutory change, the whole
range of possible actions that could flow from a report like this? Do
you have any suggestions about how either the industry can right
the ship, so to speak, and whether or not the Federal Government
can take specific actions to prevent these kind of practices from
taking place again?

Mr. Kurtz. Certainly. I think oversight like this, consistent over-
sight is going to be necessary to do this. And one of the benefits
of consistent oversight like this with a lot of press coverage and
whatever you're going to get is public awareness. And so, hopefully,
we're go to—and that’s a prevention tool. So if the public becomes
more and more aware of what’s going on, I think that some of the
people targeted by this could believe some of the stuff that you ac-
tually saw in there and heard about, they’re accredited by Harvard,
just the same places Harvard University, these for-profit colleges
has the same—I mean that’s ridiculous, but someone might actu-
ally believe something like that.

So prevention is the most important thing here. And ways the
government can do that, monitoring by the Department of Edu-
cation. And then we’ve talked about consequences here with respect
for the bad actors. If you don’t make examples of the bad actors,
which also can have a preventive effect, as you know, then you
have a system where people think there are no consequences. And
you’re going to see these practices continue. So if there’s no con-
sequences, we're going to be back here a year from now with the
same discussion.

Senator CASEY. Do you have any sense as to whether or not the
Department of Education has the resources to do the kind of over-
sight that’s needed here? Or do you have any sense of that?

Mr. Kutz. I don’t—I can’t speak to that specifically.

Senator CASEY. I wanted to ask you as well, and this is more
broad ranging, based upon your experience, but based upon your
experience in doing reports like this in the past, what’s the most
successful post-report strategy that you’ve seen, where you see ei-
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ther the Federal Government taking action to correct these prob-
lems, or prevent them from happening? Or follow-up that’s done,
that’s particularly helpful?

What do we have to try to avoid in the aftermath of a report like
this? A hearing like this is part of the accountability. But what do
we have to avoid, what do we have to be concerned about 6 months,
a %ear from now, in terms of what didn’t happen by way of follow
up?

Mr. KuTrz. Well in some cases, the reactions automatically are
that we need more legislation.

Senator CASEY. Right.

Mr. Kurz. I don’t know if that’s true here or not. Perhaps on
some of these issues, there’s things that could be tightened up, but
it sure appears to me that these regulations in place address most
of what you saw on the video. So then it seems to me that they're
not being effectively overseen and enforced. And so, unless you be-
lieve that there’s holes in the regulations, and if there are, then
that’s your responsibility to consider legislation. If it’s not, then you
need to put the pressure on the Department of Education because
this is Federal taxpayer money. I mean most of this is Federal tax-
payer dollars. So Congress and the administration have a responsi-
bility to make sure those dollars are being spent as efficiently, ef-
fectively as possible, and that they’re not predatory lending prac-
tices and other things with low-income individuals in our country.

Senator CASEY. Thanks very much.

The CHAIRMAN. Thank you, Senator Casey.

Senator Burr.

STATEMENT OF SENATOR BURR

Senator BURR. Thank you, Mr. Chairman. Mr. Kutz, thank you
very much for what I think is a very thorough investigation on
your part of bad practices, fraud, whatever we want to call it. It’s
No. 1, unacceptable.

No. 2, it should be pursued in the most aggressive way as Sen-
ator Isakson said. And let me just ask you, without some enforce-
ment, will this go away?

Mr. Kutz. No, I mean, you're talking about money, profits. And,
you look at sales, and I ask my people what does this seem—the
people that sat in the chairs, because those are the ones that really
saw this face to face. And it was kind of like an experience of buy-
ing an automobile in some cases. So I mean, yes, it’s going to stay
the same until someone does something.

Senator BURR. I'd ask you in that investigation, did you ever fol-
low up to see if there was some type of cash incentive that was pro-
vided by the institution to the individual that was actually proc-
essing the application for admission?

Mr. Kutz. That’s a great question. We didn’t see it, but we saw
certain things like the boards you might see up in the sales organi-
zation would close sales and things like that. So clearly, these were
salespeople. There certainly appeared to be sales targets in some
cases. Whether they’re being compensated based on that or not, it
sure felt that way, but there’s no way for us to know.

Senator BURR. Clearly, Mr. Chairman, that’s an area I'd love for
the Department of Education to look at within the contractual
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agreements we have with institutions. That might be an area that
we look at eliminating any concerns about incentives playing a role
in one’s willingness to break the law.

As troubling as this sounds, I've got to say, I'm more concerned
with the graduation rates in this country than I am with whether
it happened in for-profit or not-for-profit. I think we need to stay
focused on how many kids get across the goal line.

In North Carolina, we have 58, 4-year institutions by my count.
Of those 4-year institutions, 9 institutions had a greater than 50
percent graduation rate after 4 years. Twenty-two had a greater
than 50 percent graduation rate after 6 years. Twenty-four had a
greater than 50 percent graduation rate after 8 years.

In 2-year institutions, we have 120. Twenty-six of those institu-
tions had a graduation rate of over 50 percent in the third year.
Of those 26 institutions, 20 institutions were for-profit. Of the 94
that didn’t meet the 50 percent threshold after 3 years, 88 were
public institutions and 6 were for-profit.

So I share this with my colleagues to let them know the label of
for-profit or the label for nonprofit has no specific impact on grad-
uation rates. And I think ultimately, that’s something that we have
to stay focused on from a policy standpoint.

And I would conclude, Mr. Chairman, with just this observation,
we're talking about the Federal Government’s partnership in this
particular case with institutions and flow through from institutions
to students. When I look at a full-time student for 8 years still re-
ceiving financial aid, and a graduation rate at 8 years or under 50
percent, I have to ask myself where does the Federal obligation to
aid with graduation stop? I'm not talking about students that are
on part-time schedules. 'm not talking about students that have to
drop out because of family matters and come back. I'm talking
about the student that is a full-time student throughout that whole
process because they haven’t figured out what their major’s going
to be. They like school.

And I think we have to ask policy question at some point up
here. If that crowds out somebody that wants to enter as a fresh-
man, and doesn’t provide them equal opportunity at those Federal
resources, then we've got to rethink where our priorities are.

I certainly don’t have the answer. And I'm not here to do it. But
I am here to say to my colleagues, it’s a question that needs to be
asked. More importantly, we need to focus more on graduation
rates than how a school is constructed. But we need to hold for-
profit and not-for-profit to the standards of the contractual agree-
ments they have for the Federal partnership that Senator Isakson
talked about. And I hope the Chairman will very seriously ask you,
Mr. Kutz, if we haven’t already, to take a similar review of the not-
for-profit institutions that we have to find out if the problem is as
great at those institutions as you found in the for-profit institu-
tions. Again, I thank you. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Burr.

Senator Goodwin.

STATEMENT OF SENATOR GOODWIN

Senator GOODWIN. Thank you, Mr. Chairman. I'd like to follow
up on Senator Franken’s questions to you earlier about the scope
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of the investigation, and specifically, the number of schools that
were included as the chairman described there, you certainly have
ahsignificant amount of experience handling investigations, just like
this.

So my question would be, given the scope of this industry nation-
wide, what sort of conclusions can you draw from the fact that for
15 schools engaged in what looks like pretty egregious conduct,
four may have, in fact, committed fraud. What sort of conclusions
can you draw from the fact that four schools in this industry com-
mitted conduct like that? And what sort of principles can the com-
mittee extrapolate from those findings?

Mr. Kutz. Well, 4 out of 15 for fraud is very disturbing.

Senator GOODWIN. Sure.

Mr. KuTtz. Because you're talking about people stealing from the
Pell grant program, and Subsidized Student Loan Program. That
takes money out of taxpayers’ pockets certainly. So that is alarm-
ing. And that’s something of all the enforcement things we've
talked about here, that needs to be dealt with in the most strict
manner by the Education IG and the Education Department, be-
cause those practices cannot be accepted under any cir-
cumstances—fraud in any program, getting that out of the pro-
gram. Whatever anti-fraud tools you have to prevent these prac-
tices—if someone’s taking the $250,000 off a form, what’s the De-
partment of Education doing on those FAFSA forms to validate
people’s assets? That’s an important issue. I know that the IG has
recommended in the past, as I understand, checking against IRS
records independently to look for people under reporting income,
because that’s what we’re talking about here, people falsifying the
FAFSA forms to get Pell grants and subsidized student loans. And
there are anti-fraud tools the Department of Education could use
to prevent that.

Senator GOODWIN. That’s related to my next question. Did your
investigation in your opinion reveal gaps in the regulatory and
oversight scheme for these schools, or simply a need for increased
monitoring and enforcement of existing regulations?

Mr. KuTtz. Probably both. I mean, it was a strict undercover. So
we didn’t evaluate the Department of Education. But given what
we saw, it’s certainly a period a little bit like the wild, wild West
out there if you will. So that would indicate that there is not a lot
of regulatory infrastructure in place overseeing or enforcing per-
haps both in this particular case.

Senator GOODWIN. You also mentioned earlier it was your intui-
tion, and reasonable at that, that these folks we witnessed on the
videos may have been trained in certain sales tactics and mar-
keting approaches. And as the Senator from North Carolina re-
ferred to in his questioning, there may in fact have been incentives
to reach certain sales goals. Did your investigation reveal any evi-
dence of such incentives or marketing training or the converse, a
lack of training as to how to respond to questions from prospective
students in a manner that complied with Federal law?

Mr. Kutz. There could have been lack of training, but it was
really more training in a script and some of the actual practices we
saw, like not letting someone speak to financial aid until they
signed enrollment papers and paid an admission or application fee,
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they were—again, they were very, very persistent. We tried every
which way. Those videos you saw were 2 minutes, but we tried for
40 minutes to get into financial aid in one case. They just wouldn’t
let us in there.

Maybe you didn’t see the last video when they ripped up the ap-
plication.

Senator GOODWIN. Sure, yes.

Mr. Kutz. So that was the end result. I think they were very
well-trained. But perhaps another one, that was six of them, that
just refused to let us go to financial aid without signing a document
enrolling you into the school.

But there are other ones that I think may have just been lack
of training or other types of things as you mentioned.

Senator GOODWIN. All right. Thank you, sir. Thank you, Mr.
Chairman.

The CHAIRMAN. Thank you, Senator Goodwin.

Senator Mikulski.

STATEMENT OF SENATOR MIKULSKI

Senator MIKULSKI. Thank you very much, Mr. Chairman. I want
to salute you and the Ranking Member Senator Enzi for having
this series of hearings on proprietary colleges.

I would like to ask unanimous consent that a statement be
placed in the record. Mr. Chairman, I took the lead 18 months ago
to get higher education re-authorized when Senator Kennedy was
so sick. We worked closely with you to work very closely with Sen-
ator Enzi, and also with my good friend from Tennessee.

You know, we thought what we were creating was an oppor-
tunity ladder for people of all ages and all stages to pursue higher
education. And we worked very hard.

Now we see that what has been created in some instances is not
a ladder of opportunity, but a black hole of debt and disappoint-
ment and heartbreak.

I do think we need to reform, but I think we need to parse out
the good, the bad, and the ugly. And we look forward to working
with you. There’s a lot of accumulated knowledge here that we
could benefit from.

My concern is with the Pell grants, we could be on the cusp of
what I call the Pell grant bubble. All these schools have sprung up
in the last couple of years or added to their enrollment. And part
of their largesse is coming from the Pell grant program. It’s a rip
off of the student. And it’s a rip off of the taxpayer. And I think
it’s despicable.

Well, let me get to my questions Mr. Kutz. These people who
are—these so-called admission representatives, do you regard them
as bounty hunters? And were they paid bonuses, a variety of fees?
Did they have quotas that they had to meet, et cetera? And were
they paid bonuses? In other words, did they function like bounty
hunters?

Mr. KuTz. They functioned as sales people is the way I would de-
scribe it. And whether they were—it was an undercover, Senator.
So we don’t know for sure what was happening behind the scenes.
But they certainly appeared to be well-trained in hard close tactics
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in aggressive marketing tactics. And you may have missed the
video, but you actually saw what it was like to sit in the chair

Senator MIKULSKI. Yes, sir, I just read the script.

Mr. KuTtz. So yes, it was aggressive marketing and salespeople.
They were called admissions officers.

Senator MIKULSKI. But you don’t know if they had quotas, et
cetera?

Mr. Kutz. We don’t know that, no.

Senator MIKULSKI. OK. Well, I'm going to call them bounty hunt-
ers. Were these bounty hunters employees of the college or the
school? Or were they kind of like a telemarketing firm that’s
trained in, kind of eat your Kkill tactics?

Mr. KuTz. The ones that we did the face to face with, which was
the 15 colleges, they appeared to be employees. We also registered
on two Web sites. And those appeared to me more telemarketers
who were feeding the for-profit colleges.

Senator MIKULSKI. So again, it’s not a one-size-fits-all bounty
hunter issue?

Mr. KuTtz. No, some were employees and some were what I call
lead generators.

Senator MIKULSKI. So we could prohibit telemarketing? Now let
me ask you this question. After these students were recruited with
often duplicitous promises, the false certification, et cetera, when
they went to these schools, did they get what they paid for? In
other words, if they signed up for everything from radiation ther-
apy to a business degree, were the programs accredited for work
in those fields?

Mr. KuTrz. We never actually went to class. We stopped the un-
dercover. We just did these tests in June and July. We didn’t go
all the way through. We ended our undercover at the applications
process. So we don’t know what we would have actually gotten if
we attended class.

Senator MIKULSKI. So you don’t know if after the duplicitous lur-
ing in of these students, where they thought they were getting a
degree in say massage therapy or radiation therapy, which are li-
censed programs by the State, whether those students received ap-
propriate training? They also have to be an accredited institution.

Mr. Kutz. We didn’t go far enough to do that.

Senator MIKULSKI. You didn’t do that?

Mr. Kutz. No.

Senator MIKULSKI. But that’s another realm that we should look
into. If they lied to you to get you in, do they lie to you when you're
there?

Third, what would you recommend as the metrics, because you
are GAO guys—what would you recommend as the metrics to be
able to parse out the good, bad, and ugly in terms of this type of
recruitment?

Mr. Kutz. Well, from the standpoint of what we saw, certainly
fraud, deceptive marketing. I'm not sure what metrics you can have
there. Some of the metrics they use, of course, are graduation
rates, student loan default rates. Completion rate, I understand, is
a different term that’s used. So those are the metrics that are used.
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And these schools we went to, the graduation rates varied from
single digits to 80 percent. So it was kind of all over the board. And
the default rates are very, very high in this industry.

But on the fraud, hopefully the metric is none. You know, hope-
fully, you don’t have your employees telling people to lie about Pell
grants, but that’s in fact what we found. So to me, the metric there
is zero is the right metric.

Senator MIKULSKI. Well, schools operate on a broad range. I have
an online university called Walden, and the default rate is less
than 3 percent. That’s better than the University of Maryland. And
also, I have another school, where the default rate is 48 percent.
That’s outrageous.

But I just want to then turn to the Chair, picking up with some
of the issues raised by Senator Isakson. If in fact what you alleged
is that these bounty hunters told students to lie, that means there’s
an intent to defraud the Federal Government. And I think my
question, Mr. Chairman, is should we get this information for Fed-
eral prosecution? You're a good lawyer. I mean, if people are not
only engaging in predatory practices, but also intending to defraud
the Federal Government, I think they need to be prosecuted.

Mr. KuTz. Senator, we've done that. We’ve met yesterday, in fact,
with the investigative side of the Department of Education Inspec-
tor General. And so, those cases are all being referred to law en-
forcement. And whether they can make cases and take to a U.S.
Attorney and get something done, I don’t know that, but they are
certainly going to consider them.

Senator MIKULSKI. Well, I would like to know that. When I've got
a school that’s got a 3 percent default rate, you talked about a cul-
inary school, there’s only one culinary school in Baltimore. They
were called back 72 times. It meant that they were cooking up
something else other than steamed crabs. And I'm pretty steamy
about what’s going on here and even crabby about it.

[Laughter.]

Mr. Kutz. I can’t comment on that.

Senator MIKULSKI. So this old song is ready to go. Thank you,
Mr. Chairman.

Mr. Kutz. I'm glad you're not crabby at me, though, at least.
Thank you.

Senator MIKULSKI. Mr. Chairman, just a personal point—Kutz is
my mother’s family name. Are you all from Pennsylvania?

Mr. Kutz. No, actually from Wisconsin, but Kutztown, it’s the
same——

Senator MIKULSKI. Yes, we never made it past Baltimore.

Mr. Kutz. Never made it up there, OK.

Senator MIKULSKI. No, we got to this Polish sausage and opened
a grocery store and there we are.

[Laughter.]

But anyway, thank you for all your good work. I appreciate it.

Mr. KuTz. Thank you, Senator.

The CHAIRMAN. All right, cousins.

Senator Bennet.
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STATEMENT OF SENATOR BENNET

Senator BENNET. Thanks, Mr. Chairman. I may have lost track
of what this hearing’s about.

[Laughter.]

But I'm glad to be here. Mr. Kutz, thank you for your testimony,
which revealed an array of problems, problems that, by the way,
should be of concern and I think are of concern to the taxpayers
and to prospective students and to the private universities them-
selves, at least the ones that are not engaged in the practices like
the ones you saw. They’re very disturbing.

And my first question was, what is your sense about how much
the problem is coming from a lack of enforcement of current rules
versus a need for additional regulation? How is your experience
with this investigation led you to think about that question?

Because there are a lot of things we saw that are clearly—in all
respect—in theory regulated already, but there may be an enforce-
ment problem. I wonder if you could talk about that a little bit?

Mr. KuTtz. Right, well, fraud is fraud. And so we can talk about
that.

Senator BENNET. Right.

Mr. KuTrz. But some of the other regulations, I just wrote down
some just so I have them, but there are certain requirements re-
lated to disclosures with tuition, fees, other costs, accreditation,
completion and graduation rates. We found issues with all of those.

So in those instances, the regulations are there. And it’s a matter
of whether they’re being enforced.

Senator BENNET. Do you think that—and whose job is it to do
that enforcement?

Mr. Kutz. The Department of Education.

Senator BENNET. Do you think they’re resourced adequately to do
that? I know you talked——

Mr. KuTtz. I can’t speak to the resourcing.

Senator BENNET. OK.

Mr. KuTtz. I mean, we met with them. They’re certainly aware of
these. And we're hopeful that they will use these to help improve
their enforcement and oversight.

Senator BENNET. Did you get an impression, having seen the reg-
ulations that already exist, that were clearly being violated, an im-
pression about further work we should do, either statutory or regu-
latory to try to deal with practices that are not yet governed by
these regulations?

Mr. Kutz. We can consider that. We did this in 3 months. And
actually, if you watch the videos, they were all from June and early
July. We scrambled to really work hard. My team did a great job
logistically to pull this off with these undercovers across the coun-
try in a period of just weeks.

Senator, we could certainly consider that and get back to the
committee on any things we see as holes in the regulations, if they
came up. And we may not, but if we see anything, we would cer-
tainly share that with you.

Senator BENNET. One of the challenges, I think, that we are
going to face, and that the DOE is going to face is that it’s so dif-
ficult to monitor every individual transaction that occurs. And that
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probably is not a sensible way to approach this, at least from my
point of view.

And so the question is, how do we have a set of enforcement
mechanisms that really will work?

Mr. KuTz. I think on certain things, like let’s say Pell grants, for
example, you’ve got the FASFA form. There are things you could
do systemically there perhaps, such as looking at other inde-
pendent databases of people who falsified those forms.

If you could have access to IRS database, for example, you could
run a match of IRS against Pell grant recipients, you would likely
find people who were understanding their assets.

Senator BENNET. Well, that was the video where they said you
don’t need to put this on your FAFSA form because that’s what the
income tax form is for?

Mr. Kutz. That’s what they said, yes.

Senator BENNET. Yes.

I wonder—just a last question, Mr. Chairman, how often during
the investigation you found that prospective students were not able
to speak with the tuition counselor until they paid an application
fee? I mean, how common is that? That was one of the more dis-
turbing things that we saw this morning.

Mr. Kutz. They absolutely refused to let us speak to financial aid
without signing enrollment and providing an application fee, 6 out
of 15 times.

Senator BENNET. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Bennet. Senator Kutz, or
Mr. Kutz, thank you very, very much.

Mr. Kutz. Thank you for the promotion.

[Laughter.]

Maybe a demotion around here. But again, thank you and all at
GAO for your outstanding work. And we’ll be interacting with you
as we go ahead with our further investigations. Thank you very
much.

Mr. Kutz. Thank you so much.

The CHAIRMAN. We'd like to now move to our second panel. And
our second panel is: first, David Hawkins, director of Public Policy
and Research at the National Association for College Admission
Counseling, a nonprofit membership organization founded in 1937
by 19 midwestern colleges to create a code of ethics for college ad-
mission counseling. Mr. Hawkins has been at this organization
since 2000. And also recently, he served in the Department of Edu-
cation’s negotiated rule making panel as a representative of college
admission officials.

After Mr. Hawkins, we’ll hear from Michale McComis, who is the
executive director and chief executive officer of the Accrediting
Commission of Career Schools and Colleges. Dr. McComis joined
ACCSC in 1994 and currently oversees the accreditation process for
over 800 schools that enroll more than 250,000 students. He’s also
an adjunct faculty member at the University of Virginia, teaching
graduate courses in education policy.

Finally, we have Joshua Pruyn, who worked as an admissions
representative at Westwood College in Denver from November
2007 through May 2008. Mr. Pruyn now works in development for
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a Colorado-based substance abuse treatment provider. He grad-
uated from Alfred University in 2005.

Again, I welcome our second panel. All of your prepared state-
ments will be made a part of the record in their entirety. I ask if
you could basically sum up in 5 minutes or so. If it goes over a lit-
tle bit, fine, but not too much, I hope. And again, your statements
will be made a part of the record.

And we’ll start, as I said, again, with Mr. Hawkins, director of
Public Policy and Research for the National Association for College
Admission Counseling. Mr. Hawkins, welcome and please proceed.

STATEMENT OF DAVID HAWKINS, DIRECTOR OF PUBLIC POL-
ICY AND RESEARCH, NATIONAL ASSOCIATION FOR COLLEGE
ADMISSION COUNSELING, ARLINGTON, VA

Mr. HAWKINS. Thank you very much, Mr. Chairman, members of
the committee. Thank you for holding this hearing. And thank you
for inviting me to be a part of the testimony here today.

The National Association for College Admission Counseling, as
you said, is a nonprofit association of high school counselors and
college admission officers from across the United States and around
the world. We have a code of ethics that we call our Statement of
Principles of Good Practice that govern admission practice for our
member colleges and universities, as well as high schools. We have
some binding principles that are enforceable within our member-
ship. And we also have best practice principles that guide ethical
practice for admission.

In founding our association, the colleges that developed the idea
of standards for ethical practice realized that it was not in their
best interests to engage in a race to the bottom in terms of uneth-
ical admission practice.

Likewise, perhaps more importantly, it was not in the students
interest because students suffer from the same kinds of informa-
tion asymmetry, frankly, that we see in other situations. The
subprime mortgage industry comes to mind immediately, where
you have the situation in the admission and financial aid process,
where there is an incredible amount of ground to cover if you’re a
prospective student. If its your college, you know the information
backward and forward. So there’s an asymmetry there that leaves
students particularly vulnerable to being misled in the process.

Our founding colleges realized that. And they set forth in an ef-
fort to strive for higher standards for admission practice.

Our involvement in the issue before the committee really stems
back to the 2002 creation of what we are calling the safe harbors
to the incentive compensation ban that is in the Higher Education
Act. And as some of you alluded to earlier, that incentive com-
pensation ban was enacted in 1992 after the Nunn Commission
hearings, which found substantial problems in recruiting and ad-
mission, similar to the ones we’ve seen today. I would also point
out, and have pointed out in our written testimony, that the De-
partment of Education also covered this ground in the 1970s. There
doesn’t appear to have been any statutory result to Congress’ and
the department’s investigation into recruitment practices in the
1970s, but I did include some information in our written testimony,
indicating that it has been a problem that far back.
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Our concern about the safe harbors that were enacted in 2002 is
that they have effectively gutted the incentive compensation ban
that was passed by Congress in 1992. Our concern specifically is
that it’s created a roadmap for institutions to circumvent the law
as it was designed originally by Congress.

We pointed out in 2002 to the department, as we have pointed
out in our written testimony today, that what would result from
the safe harbors was fairly widespread potential for fraud and
abuse, and actual fraud and abuse. And unfortunately, I think
we’ve seen this borne out.

The basic features that—of the practices that the incentive com-
pensation ban was enacted to eradicate on the college side, you see
aggressive boiler room style sales tactics. You see obfuscation of fi-
nancial aid information and costs. You see misinformation about
academic programs accreditation and transfer of credits. You see
false statements or misrepresentations about employment pros-
pects and earnings potential. And in just about every case, what
lies behind a lot of this is the fact that admission officers and re-
cruiters are compensated almost exclusively if not exclusively,
based on whether a student enrolls.

So they do not get paid or they may risk substantial pay reduc-
tion or even firing if students—if they do not actually process stu-
dents through the door.

What results is a cascading series of problems for students, of
course. Theyre pressured into making decisions without accurate
information or being offered an opportunity to consider their op-
tions to comparison shop.

They’re ushered through the enrollment process with no informa-
tion about the amount of debt that they may incur. They’re roped
into programs that may be ill-suited for their needs. And they're
left with a large, large mountain of debt, which is very difficult to
pay off, particularly if you do not improve your employment pros-
pects.

Of course, these are bad enough for the students. And I think
that we have to consider that we are really concerned about the
students here in this discussion, but they are equally concerning
for the taxpayers, because when the students default on their
loans, the taxpayers end up picking up the tab. So I think it’s in
our fiscal health interest to make sure that this problem is cleared
up.
I think in closing, really, I think contrary to what we’ve heard
from the industry, these practices seem to be standard at this
point. These are not isolated incidents. These do not appear to be
isolated incidents of bad actors or rogue officers. This appears to
be a fairly standard practice, which again, has been pretty—the
blueprint for which has been laid out through the safe harbors.

We acknowledge certainly that nonprofit colleges have occasion-
ally run afoul of the incentive compensation ban, just as they some-
times run afoul of our own standards in our association. And for
that reason, we sincerely appreciate the discussion that you, Mr.
Chairman, have started here with this hearing. We certainly ap-
preciate the Department of Education’s effort to tighten up the reg-
ulations and eliminate the safe harbors. We will look forward to
being a part of this discussion moving forward. Thank you.



54

[The prepared statement of Mr. Hawkins follows:]

PREPARED STATEMENT OF DAVID HAWKINS
SUMMARY

The Importance of Ethical Admission Practice as a Student and Taxpayer Protection

This testimony offers the perspective of the National Association for College Ad-
mission Counseling (NACAC), a non-profit association of college admission profes-
sionals that maintains a code of ethics for admission practice in the United States,
on recruitment practices in relation to title IV Federal student aid programs.
NACAC’s ethical code mirrors Federal law in that it prohibits the payment of com-
missions to admission officers based on the number of students recruited or en-
rolled. This testimony discusses how “commissioned sales” as an admission model
leads to harmful consequences for students and taxpayers due to information
asymmetries in the admission and financial aid processes, particularly as they in-
volve Federal financial aid.

The Current Regulatory Challenge

Congress’ 1992 enactment of the ban on incentive compensation for admission and
financial aid officers as a program integrity measure helped curb fraud and abuse
in student aid programs. However, the creation of 12 regulatory loopholes (dubbed
“safe harbors”) to the ban by the previous Administration in 2001-2 substantially
weakened the law. Our objections to the “safe harbors” noted that widespread
abuses would result from the creation of such loopholes. Indeed, the effect of the
“safe harbors” has been to render statute nearly meaningless. We offer evidence of
widespread disregard for the letter and spirit of the law banning incentive com-
pensation, as institutions—particularly those concentrated in the for-profit sector—
appear to have made commissioned sales in admission standard business practice,
with potentially disastrous results for students and taxpayers. Such evidence in-
cludes investigative reporting from news outlets across the Nation, State and Fed-
eral regulatory actions, and lawsuits highlighting the extent to which the ban on
incentive compensation has been diluted.

Recurring Nature of Problems With Incentive Compensation and the Effort to Correct
for the Absence of Regulatory Oversight

Finally, this testimony provides a brief reference to previous congressional efforts
to reign in abusive recruiting practices. Congress was presented with evidence in
the 1970s that commissioned recruiting practices posed a threat to the integrity of
Federal aid programs. The Nunn Commission in the early 1990s offered evidence
of the same abuses, resulting in the enactment of the ban on incentive compensation
in the 1992 Higher Education Act reauthorization. In 2010, after nearly a decade
of a weakened regulatory effort, Congress is faced with yet another abundance of
evidence that abusive recruiting practices pose a threat to title IV program integ-
rity. The Department of Education has issued draft regulations that would restore
the regulatory purpose that Congress intended in 1992, and eliminate the safe har-
bors in favor of tougher regulation to ensure that students and taxpayers are pro-
tected from harmful recruiting practices.

ABOUT NACAC

NACAC is a non-profit association of nearly 12,000 high school counselors and col-
lege admission officers across the United States. The association represents more
than 1,600 high schools and 1,100 not-for-profit public and private colleges and uni-
versities. Founded in 1937, NACAC’s core mission is to provide a code of ethics for
the college admission counseling profession. NACAC’s Statement of Principles of
Good Practice constitutes the guiding principles for professional college admission
practice in the United States.

ETHICAL ADMISSION PRACTICE

NACAC’s Statement of Principles of Good Practice states that members “will not
offer or accept any reward or remuneration from a college, university, agency, or or-
ganization for placement or recruitment of students. Members will be compensated
in the form of a fixed salary, rather than commissions or bonuses based on the num-
ber of students recruited.”

Association members stress that NACAC’s core principles are intended to serve
the student interest in the transition from secondary to postsecondary education.
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Members will readily acknowledge that the number of students enrolled in a given
academic year is a matter of great importance to all institutions of higher education.
However, reducing the basis for compensation to the number of students enrolled in
any circumstance introduces an incentive for recruiters to ignore the student interest
in the transition to postsecondary education, and invites complications similar to
those that preceded the enactment of the ban on incentive compensation in the 1992
Higher Education Act reauthorization.

Our historic concern with the treatment of admission officers as professionals,
rather than salespersons, is rooted in the interest of students in transition to post-
secondary education. Because the transition to higher education is an unsystematic,
often opaque process that individuals possessing varying levels of “college knowl-
edge” must navigate, the information asymmetry between the employees in charge
of recruiting and prospective students is immense. In an unregulated environment,
the potential for misrepresentation and outright fraud is a clear and present threat,
which can result in harm to students and, in the case of Federal aid and loans, to
the taxpayer. Indeed, the recognition of this asymmetrical environment and its po-
tentially detrimental effects on students was the founding purpose for NACAC in
1937.

Examples of such information asymmetry include:

e Lack of access to information about higher education is a well-docu-
mented challenge among under-served populations. The lack of information
about college makes low-income students particularly susceptible to misrepresenta-
tion of information about a college or course of study. Aggressive recruiters whose
livelihoods depend on meeting a weekly quota will have little incentive to accurately
represent the goodness of fit between a potential student’s interests or qualifications
and the institution’s program.

e Lack of information about financial aid is a second well-documented
challenge among under-served populations. Commissioned sales creates an in-
centive to obfuscate the source and nature of the financial means by which prospec-
tive students will pay for their education. The complexity of the modern financial
aid system is indisputable, and unscrupulous institutions and recruiters use this
complexity to their advantage. Indeed, NACAC has long argued for greater clarity
in the presentation of financial aid packages at institutions of all types. In an enwvi-
ronment where commissioned sales is accepted practice, the potential for manipula-
tion and deception of financial aid information is far greater.

e Potential students trust colleges as gateways to certifications, licens-
ing, and professional education. Understanding the level of education that is re-
quired to work in a professional field is a complicated task. A major challenge for
secondary school educators, in fact, is to guide students to the appropriate institu-
tional fit for pursuing careers. Much of the guidance school counselors offer to stu-
dents about where to apply and or enroll in postsecondary education is based on stu-
dents’ career preferences and academic skills. Such guidance can mean the dif-
ference between successful and unsuccessful completion of a postsecondary certifi-
cate or degree. Non-traditional or under-served populations, who may be years re-
moved from the structure of high school and/or whose high schools may not be
equipped for college counseling, are often at the mercy of recruiters or admission
offices for guidance. Most students trust that colleges will steer them in the right
directions. Few seem to be prepared for high pressure sales tactics, and few—as evi-
denced by testimony from the previous hearing—seem aware that a college can be
a for-profit company, or that there may be cause to question what recruiters and
advertisements are telling them. Whereas consumers may be prepared for a high-
pressure sales pitch at a car dealership, home improvement store, or other commer-
cial setting, few are aware that a college recruiter might employ the same tactics.
Taking advantage of this trust enables recruiters to exploit a potential student’s
lack of awareness of the terms of the interaction.

Students trust postsecondary educational institutions and their admission officers
because counseling—as opposed to sales or marketing—has historically been a
prominent part of ethical admission practice at American colleges and universities.
NACAC’s commitment to the counseling component of higher education admission
is contained in the association’s “Statement on the Counseling Dimension of the Ad-
mission Process at the College/University Level.” (See Attachment 1) According to
the statement:

Increased recruitment efforts, the introduction of marketing concepts and the
trend toward enrollment management have led to the perception, real or imag-
ined, that recruitment and marketing techniques are taking the place of coun-
seling. It has been suggested that while encouraging the optimum fit between
student and institution was once considered important, what counts most today
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is using any means possible to attract students to meet enrollment and eco-
nomic targets.

NACAC stands firm in its position that counseling has been and continues
to be an essential, if not the most essential, ingredient in the college admission
process. The development of human resources and the assurance that each stu-
dent will be helped to realize his/her educational potential can only strengthen
and perpetuate the strong democracy we so proudly enjoy—the democracy that,
in turn, encourages and supports our diverse educational system.

NACAC considers the commitment to professional admission practice as an eth-
ical imperative that serves student interests. The additional commitment to uphold-
ing the law constitutes an obligation to protect students and the taxpayers who un-
derwrite the aid system that offers access to the full diversity of postsecondary insti-
tutions and provides an opportunity for a diverse range of institutions to operate.

The ban on incentive compensation is a “front-end” protection for Federal student
aid programs is among the last-remaining Federal protections against waste, fraud
and abuse. Without such a restriction, unscrupulous institutions may:

e Use aggressive and misleading recruiting tactics to bolster enrollment numbers;

e Manipulate the academic program, such as awarding inappropriately high or
passing grades to students who have not successfully completed coursework;

e Manipulate output measures, such as the student loan default rate, to mask se-
rious integrity risks that result from the inappropriate recruitment of students.!

Even in the absence of outright manipulation, the risks incurred by institutions
that use overly aggressive marketing tactics to enroll students who are unable or
unlikely to benefit from an educational program are unacceptable for proper stew-
ardship of taxpayer funds.

FAILURE OF REGULATORY PURPOSE

The Higher Education Act statutory ban on incentive compensation states:

[An] institution will not provide any commission, bonus, or other incentive
payment based directly or indirectly on success in ensuring enrollments or fi-
nancial aid to any persons or entities engaged in any student recruiting or ad-
mission activities or in making decisions regarding the award of student finan-
cial assistance, except that this paragraph shall not apply to the recruitment
of foreign students residing in foreign countries who are not eligible to receive
Federal student assistance. (20 U.S.C. § 1094(a)(20)).

This statute is worded similarly to NACAC’s guidance on the same matter: “Mem-
bers will be compensated in the form of a fixed salary, rather than commissions or
bonuses based on the number of students recruited.” In NACAC’s judgment, the
wording in each instance is sufficiently clear to dictate forms of practice allowable
under both the law and the accepted standards of the college admission profession.

In 2001-2, the Department ostensibly developed the current regulatory “safe har-
bors” to clarify Federal policy toward enforcement of the incentive compensation
statute. In our opinion, as expressed in our comments at the time, most “safe har-
bors” were neither necessary nor appropriate given the clarity of statute. NACAC
also expressed concern that the regulatory safe harbors were enacted despite clear
statements of concern from procedural and substantive standpoints. In the first in-
stance, the Web-based Commission on Education, which issued a report in 2000,
noted that the Department of Education stated that “this [incentive compensation]
provision could only be changed through new legislation.”2 However, the Depart-
ment subsequently embarked on a regulatory change in 2001. In the second in-
stance, the regulations were passed over the objections of the two major associations
representing admission officers (NACAC and the American Association of Collegiate
Registrars and Admission Officers, or AACRAO), as well as members of the nego-
tiated rulemaking committee.

Shortly after the regulations were finalized, the U.S. Department of Education’s
Office of Inspector General noted:

We nonconcurred with one provision to change the incentive compensation
regulations. This provision would allow institutions to pay third parties based
on success in securing enrollment, without limitation on the incentive nature
of those payments. We do not believe that the existing statutory ban on incen-

1See Final Audit Report ED-OIG A02H0007, U.S. Department of Education, Office of Inspec-
tor General, May 19, 2008; See also “Lawsuit Accuses U. of Phoenix of Protecting Its Default
Rate at Students’ Expense,” Chronicle of Higher Education, January 14, 2009.

2“The Power of the Internet for Learning: Final Report of the Web-based Education Commis-
sion,” December 2000.
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tive compensation allows any incentive payments to entities involved in recruit-
ing based on their success in enrolling students. (Semiannual Report to Con-
gress No. 45, U.S. Department of Education, Office of Inspector General, p. 9)

NACAC sought more information about why the Inspector General’s “non-concur-
rence” was overridden by the Administration via the Freedom of Information Act
(FOIA). NACAC’s request for information about the statutory grounds for imple-
menting the safe harbors over the objection of the Inspector General was denied,
as were subsequent appeals.

Despite their ostensible purpose, the safe harbors have failed to (1) provide addi-
tional clarity, and (2) satisfy statutory intent of preventing the use of incentive com-
pensation for admission and financial aid staff. We believe that the regulations,
combined with what appeared to be a de-emphasis of oversight within the Depart-
ment,3 created an environment in which enforcement was effectively gutted.

PRACTICAL EFFECTS OF REGULATORY LOOPHOLES AND DE-EMPHASIS OF REGULATION

In the 8 years since the enactment of the regulatory safe harbors, there is evi-
dence of widespread disregard for the incentive compensation statute. Documenta-
tion of this phenomenon is included in this written testimony as Attachment 2. This
documentation provides what we believe is a critical mass of evidence to suggest
that the practice of compensating admission officers via commission has become
standard practice at many institutions of higher education, particularly in the pub-
licly traded for-profit sector. Our concern for compliance with this long-held ethical
principle and Federal law extends to colleges of all types. Indeed, NACAC’s State-
ment of Principles of Good Practice binds our postsecondary members (all of whom
are not-for-profit public and private institutions) to this principle in addition to their
legal obligation. However, evidence that incentive compensation is more the rule
than the exception in the publicly traded for-profit sector is plentiful. Prominent ex-
amples include:

o “Telemarketing—that’s how enrollment at Lehigh Valley College often begins.
Recruiters must make 125 calls and schedule five appointments a day, and enroll
10 applicants a month. Top performers get vacations to the Bahamas. Those who
fail to sign up enough applicants are asked to resign.” (Allentown Morning Call,
April 24, 2005) Among the Morning Call’s investigative findings were “aggressive
and sometimes misleading sales tactics are at the center of LVC’s recruiting. School
officials give prospective students inaccurate or incomplete information.”

e “Admission counselors [at Career Education Corporation’s Brooks College] . . .
were expected to enroll three high school graduates a week, regardless of their abil-
ity to complete the coursework. And if they didn’t meet those quotas, they were out
of a job. [Admission counselors] all say the pressure produced some very aggressive
sales tactics.” (60 Minutes, January 30, 2005)

e “Many former students say admissions representatives told them whatever they
thought the applicants needed to hear to get them to sign on the dotted line. The
students claim admissions reps said it was a prestigious school that they would be
lucky to gain admission to, when it actually accepts anyone eligible for a student
loan. The graduates say they were misled about the terms of their loans; many have
since realized that by the time they finish making payments, they’ll have paid more
than $100,000 for just 15 months of school. . . . Two former admissions representa-
tives who worked at [California Culinary Academy] confirm that students were mis-
led. . . . The two women describe a high-pressure sales environment where the reps
focused solely on meeting enrollment numbers, not on finding students who would
benefit from the program.” (San Francisco Weekly, June 6, 2007)

e “[A] serious finding regarding the school’s substantial breach of its fiduciary
duty; specifically that the University of Phoenix (UOP) systematically engages in ac-
tions designed to mislead the Department of Education and to evade detection of
its improper incentive compensation system for those involved in its recruiting ac-
tivities.” (U.S. Department of Education Program Review Report, February 5, 2004,
PRCN 200340922254) In the report, the Department unearthed a recruiting strat-

3 An October 30, 2002 memo to the Chief Operating Officer of the Federal Student Aid from
Deputy Secretary William D. Hansen directing that violations of the incentive compensation ban
are punishable by fines, rather than return of title IV funds, stated, “I have concluded that the
preferable approach is to view a violation of the incentive compensation prohibition as not re-
sulting in monetary loss to the Department. . . . Improper recruiting does not render a re-
cruited student ineligible to receive student aid funds for attendance at the institution on whose
behalf recruiting is conducted.” This approach fails to take into account the monetary loss to
the Department incurred by student loan defaults which are likely to occur whether there is
“documented misrepresentation,” as the memo suggests, or simple obfuscation of the terms of
enrollment or repayment of financial obligations.
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egy, operating in plain view, designed to deceive the Department of Education. The
Department’s report found that the admission compensation structure at Phoenix
was exclusively based on success in enrolling students, that methods for enforcing
quotas on admission officers included a high-pressure “red room” strategy, and that
the mantra for recruiters was to get “asses in classes.”

Taken together, the pattern of non-compliance with statute appears to take place
in a systematic fashion, in nearly complete disregard to the statute and the prin-
ciples it embodies.

THE RECURRING NATURE OF CONGRESSIONAL OVERSIGHT ON INCENTIVE COMPENSATION

The detrimental effect of unethical recruiting is a recurring theme in the history
of the Federal financial aid programs. For purposes of this committee hearing, we
believe it is important to note that Congress seems compelled to revisit program in-
tegrity issues—particularly recruitment practices—on a regular basis.

We presently have under consideration—and expect to forward to Congress
soon—proposed statutory language which, if enacted, would (among other
points) strengthen the Office’s ability to review the performance of institutions
relative to student aid programs. The proposed language would also provide for
establishment of appropriate guidelines for institutional financial responsibility
and the maintenance of student records, compliance with ethical standards
for advertisement and recruitment of students, provision for fair and equi-
table tuition refund policies, and public disclosure of institutional performance
statistics. (emphasis added)—Excerpted from the Statement by the Honorable T.
H. Bell, U.S. Commissioner of Education before the Permanent Subcommittee
gn Investigations of the Senate Committee on Government Operations, Novem-

er 20, 1975.

Recognition of the information asymmetry between colleges and students was also
central to the recommendations of the Nunn Commission, whose 1991 report led to
the enactment of additional laws and regulations to protect against waste, fraud and
abuse in the Federal student aid system.

One of the most widely abused areas of those observed during the Subcommit-
tee’s investigation lies in admissions and recruitment practices. Among these
practices three stand out in terms of the adverse effects they generate: false
and/or misleading advertising; unethical and/or illegal recruitment efforts; and,
falsification of information use to satisfy GSLP ability-to-benefit require-
ments.—FExcerpted from “Abuses in Federal Student Aid Programs,” Permanent
Subcommittee on Investigations, Senate Committee on Government Affairs,
May 17, 1991.

CONCLUSION

Despite the ostensible goal of “clarifying” statute, the regulatory safe harbors pro-
mulgated in 2002 appear to have effectively gutted the incentive compensation ban
contained in the Higher Education Act. As history has shown, there is a clear case
for regulating against “commissioned sales” in admission. The Department of Edu-
cation’s recent Notice of Proposed Rule Making (NPRM) would eliminate the safe
harbors and restore the Federal Government’s protection against this persistently
troublesome practice. The two major associations that represent college admission
officers in the United States, NACAC and the American Association of Collegiate
Registrars and Admission Officers (AACRAOQO), are supportive of the Department’s
regulatory language on incentive compensation.

NACAC considers the commitment to professional admission practice as an eth-
ical imperative that serves student interests. We consider the additional commit-
ment to upholding Federal law a logical extension of the ethical imperative, as well
as necessary obligation to protect taxpayers who underwrite the aid system that of-
fers access to the full diversity of postsecondary institutions.

We appreciate the committee’s attention to this matter, and will offer further in-
formation as needed.

ATTACHMENT 1.—STATEMENT ON THE COUNSELING DIMENSION OF THE ADMISSION
PROCESS AT THE COLLEGE/UNIVERSITY LEVEL

The National Association for College Admission Counseling (NACAC) has long
been an advocate of the counseling dimension of the college admission process. The
Association was founded in 1937 to establish a code of ethics that would guide col-
leges and universities in their relationships with students and secondary school
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counselors and, concomitantly, to promote the interests of students over those of in-
stitutions.

As the door to higher education opened wider and greater numbers of students
were encouraged to seek admission, there developed a need to help students under-
stand the differences among the variety of institutions and the array of educational
programs available to them. It also became necessary to determine the quality of
students’ secondary school preparation and to direct them to programs of study that
would enable them to continue to grow both personally and academically.

Because of the increased diversity of the American system of postsecondary edu-
cation, the need continues today for helpful guidance to assist students in making
decisions to best meet their individual needs among the full range of postsecondary
choices. In addition, the cost of higher education today and the heightened concern
regarding families’ ability to pay for it place a high demand on the need for accu-
rate, timely financial aid and planning information. Such guidance and counseling
mlllSt come from both the secondary school counselor and college admission coun-
selor.

While the traditional college-going population remained stable in recent years and
the predictions of dramatically declining numbers remained largely unrealized, we
are now beginning to experience real demographic shifts in the population that may
have a significant influence on college and university enrollment in the coming
years. Increased recruitment efforts, the introduction of marketing concepts and the
trend toward enrollment management have led to the perception, real or imagined,
that recruitment and marketing techniques are taking the place of counseling. It
has been suggested that while encouraging the optimum fit between student and in-
stitution was once considered important, what counts most today is using any
means possible to attract students to meet enrollment and economic targets.

NACAC stands firm in its position that counseling has been and continues to be
an essential, if not the most essential, ingredient in the college admission process.
The development of human resources and the assurance that each student will be
helped to realize his/her educational potential can only strengthen and perpetuate
the strong democracy we so proudly enjoy—the democracy that, in turn, encourages
and supports our diverse educational system.

NACAC believes that precollege guidance and counseling is a developmental proc-
ess that begins early in the educational experience and continues through secondary
school and on into college. College admission counselors stand with school coun-
selors at the juncture between secondary and postsecondary education and together
they play a pivotal role in helping to ease students’ transition from one level to the
next. We also believe in the dignity and worth of every human being and in the
right to develop their full potential. Counseling individual students about postsec-
ondary plans and during the school to college transition is a fundamental aspect of
the admission process of institutions of higher learning.

THE COLLEGE ADMISSION COUNSELING INITIATIVE

The foundation for counseling students for college admission is the emphasis on
meeting students’ needs.

This perspective assumes the availability of individual and group counseling
aimed at helping students understand their personal aptitudes, abilities, interests,
and values in relation to the offerings of a particular college or university. Appro-
priate counseling interventions can occur during college day/night programs, college
fairs, interview sessions, campus tours, and student/parent information sessions on
campus.

Institutions that promote a counseling perspective provide assurance that the ad-
mission staff includes trained professionals with appropriate counseling and related
skills, and there is a willingness to assume responsibility for all institutional per-
sonnel who may become involved in the process of counseling students for admission
(e.g., alumni, coaches, faculty, and students on campus). Further, effective linkages
with secondary schools, community agencies, other campus student services offices,
and the college faculty are developed and lead to open communication, under-
standing, and cooperation. Such programs are also characterized by the following:

e A clearly defined institutional mission, including written goals and objectives of
the admission program, and an evaluation component that seeks to understand
what is being done and that serves as a basis for major institutional decisions.

e Availability of clear, accurate information about the institution, including ad-
mission requirements, educational programs, costs and financial assistance that will
enable students to reach sound decisions.

e Emphasis on equity and accessibility and a commitment to the needs of under-
represented students. This assumes the presence of positive attitudes that promote
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student development regardless of race, sex, or disability and support the inclusion
of role models among the staff and faculty who reflect these characteristics.

e Delivery of services according to ethical practices developed by NACAC and
other similar education groups.

e Referral of students to other institutions when it is determined that students’
needs can be better met elsewhere.

e Emphasis on student retention, including the existence of adequate academic
and other support services to insure the success of admitted students.

e A supportive administration and campus environment that promotes student
growth and development.

NACAC encourages all collegiate institutions to review their admission programs
from this perspective. The entire process is predicated on the ability of professionals
to relate to and respond to student needs. This is done in collaboration with other
counselors and educators who share these beliefs and place the highest value on stu-
dent development and the realization of student potential.

ATTACHMENT 2.—EVIDENCE OF INCENTIVE COMPENSATION BAN VIOLATIONS

Recent evidence suggests widespread disregard for the Federal ban on incentive
compensation by institutions participating in Federal student aid programs, putting
students and taxpayers at risk. In a time of tight budgets, safeguarding the integ-
rity of student aid funds should be the top priority for Congress and the Administra-
tion to ensure the most efficient and effective use of taxpayer funds for student aid.

GOVERNMENT ACCOUNTABILITY OFFICE REPORTS

e Higher Education: Information on Incentive Compensation Violations Substan-
tiated by the U.S. Department of Education. GAO-10-370R, February 23, 2010.

e Proprietary Schools: Stronger Department of Education Oversight Needed to
H%Ip Ensure Only Eligible Students Receive Federal Student Aid. GAO-09-600, Oc-
tober 14, 2009.

FEDERAL INVESTIGATIONS

e On January 17, 2008, an Assistant U.S. Attorney in the Civil Division of the
U.S. Attorney’s Office for the Eastern District of Pennsylvania contacted Kaplan
Higher Education Division’s CHI-Broomall campus and made inquiries about the
Surgical Technology program, including the program’s eligibility for title IV Federal
financial aid, the program’s student loan defaults, licensing and accreditation. The
inquiry is presently proceeding on an “informal, voluntary basis.” (Kaplan Inc., SEC
Form 10-K, Filed 2008)

e The Technical Career Institute has been found to have improperly paid
$440,487 to FFEL lenders to reduce the institutions cohort default rate in order to
continue to participate in the FFEL and Direct Loan programs. To avoid listing stu-
dents as defaulting on their loans, TCI returned all student funds to FFEL lenders
then proceeded to collect debt directly from students with stricter terms than those
under FFEL loans. (United States Department of Education, Office of Inspector
General, Final Audit Report, Technical Career Institutes, Inc.’s Administration of the
Federal Pell grant and Federal Family Education Loan Programs, May 19, 2008)

e The University of Phoenix paid $9.8 million to settle an investigation by the De-
partment of Education into recruiting practices that violate the ban on “commis-
sioned sales” of admissions. The Department found that Phoenix “bases [recruiters’]
salaries solely on the number of students they enroll.” According to testimony in a
later lawsuit by the former CFO, UOP had held back this report because of the fear
of negative news coverage. (U.S. Department of Education, Program Review Report,
PRCN 200340922254, 2004, Inside Higher Ed, January 17, 2008)

e The Securities and Exchange Commission has launched an informal inquiry
into stock-option granting practices at Corinthian Colleges, Inc., the company an-
nounced. (Yahoo! Finance News, August 18, 2006)

e Apollo Group, Inc., was notified in June 2006 that the Securities and Exchange
Commission was conducting an informal investigation relating to the company’s
stock option grants. (APOL Form NT 10-Q, Filed July 10, 2006, p. 2)

e The U.S. Department of Education New York Regional Office (NYRO) has deter-
mined that Interboro, through its parent company to EVCI Career Colleges Holding
Corporation, must reimburse the DOE as a result of the program review pointing
to failure to correctly follow the procedures of the Ability to Benefit admission
exams (ABT) regarding some 79 graduates and liability for TAP grants received by
these students. Also, NYRO has indicated it is referring the program review to the
responsible division in DOE for possible administrative action against Interboro in-
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cluding suspension, fines or termination. Interboro closed on December 21, 2007,
due to comply with the New York Board of Regents regulations regarding ABT.
(Press Release from EVCI Career Colleges, December 17, 2007)

e Federal officials raided the National School of Technology in Miami and two
campuses of Florida Career College in October 2007. Although the Department of
Education would not comment on the substance of the investigation, media reports
noted that 90 percent of National School of Technology’s students are paying for
their education with some sort of loan. The school’s student loan default rates
reached almost 49 percent in 1989 but stands at 12.7 percent in 2005, according to
the Federal Government. (The Sun-Sentinel, October 17, 2007)

e Corinthian Colleges ordered to repay $776,241 to the Department of Education
for violations of student aid procedures at Bryman College (CA). (Chronicle of High-
er Education, May 16, 2005)

e The U.S. Department of Education’s OIG found that seven institutions, working
with the Apollo Group’s Institute for Professional Development, violated the Higher
Education Act ban on “commissioned sales” of admissions from 1999-2001, resulting
in the OIG’s recommendation that more than $70 million in Federal funds be re-
turned. (OIG Semiannual reports to Congress, 2002—3)

e The National Consumer Law Center found that in 2003, the Department of
Education’s Office of Inspector General (OIG) made public seven audits documenting
serious fraud and abuse in school administration of Federal student aid programs.
In decisions that required the return of more than $18 million in Federal student
aid, the Department found widespread evidence of the following: (1) Schools closing
without warning; (2) Routine fabrication of financial aid documents; (3) Falsification
of ability-to-benefit tests; (4) Failure to comply with the 90/10 rule; (5) Overstating
program length; (6) Disbursement of funds to ineligible students.

STATE INVESTIGATIONS

e Career Education Corporation (CEC) was forced to pay $200,000 to the State
of Pennsylvania after the Attorney General reached an Assurance of Voluntary
Compliance with the Lehigh Valley College (LVC) operated by a subsidiary of CEC,
Allentown Business School after a State-led investigation. The investigation finds
LVC guilty of violating the Consumer Protection Law by failing to provide expla-
nation and individual attention as promised to students regarding financial aid re-
payment guidelines and interest rates, using quotas for enrollment as well as incen-
tive-based compensation for admission counselors and steering students towards one
lender. The suit also finds that the students were misled in regards to post-gradua-
tion employment, compensation and transferability of credits to other institutions.
(Assurance of Voluntary Compliance settlement, Court of Common Pleas for Lehigh
County, PA, February 20, 2008)

e The Florida Attorney General’s Office has settled with Florida Metropolitan
University, a for-profit school that was accused of misrepresenting transfer value of
credits to former students. Under the $99,900 agreement, FMU (which changed its
name on November 5, 2007 to Everest University) says it will maintain a “transfer
center” and work out transfer agreements with other colleges and universities. Even
though no wrong doing was admitted, the settlement touched on the students’ main
complaint that they were not clearly told by school officials that credits earned may
not be accepted at other schools. There are still over 100 pending lawsuits by former
FMU students. (S¢t. Petersburg Times, November 5, 2007)

o Texas Attorney General filed suit under the Texas Deceptive Trade Practices
Act against Kaplan Higher Education Corp. which operates Career Centers of Texas
alleging that the “electricians” program being offered by this school misled students.
Allegedly, the school was claiming in market and recruitment material that the stu-
dents could obtain a full license to conduct a range of resident and commercial elec-
trical work with a 900 hour course for a fee of $10,000.00. Texas claims, however,
that this program is not at all in line with the actual regulations to get an elec-
tricians license which requires testing under the Texas Electrical Safety and Licens-
ing Act and a specified number of hours of on-the-job training with a licensed elec-
trician rather than coursework at a college. The court asks to halt the misleading
promotion, refund tuition paid by the students who were misled and request civil
penalties of $20,000.00 per violation of the law. (Attorney General of Texas press
release, October 16, 2006)

e The New York State Education Department ordered Taylor Business Institute,
a commercial 2-year business college, to close as of January 2007. The school was
highly criticized for its poor curriculum, absence of leadership, high staff turnover,
and high attrition rate of 80 percent. The Department also mentioned that more
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than 90 percent of students at Taylor had never received a high school degree. (New
York Times, September 28, 2006)

e The Florida Attorney General’s Office widened its investigation of Florida Met-
ropolitan University in June 2006, seeking school records involving job-placement
rates, grading, instructor qualifications, financial aid and course prices. The AG Of-
fice had announced in November 2005 that it was investigating FMU, owned by Co-
rinthian Colleges, over the company’s “advertising and marketing practices.” At that
time, the Florida AG subpoenaed documents from the last 5 years related to adver-
tisements, training of FMU admissions officers, complaints, compensation and iden-
tity of admission representatives, and other documents. (Tampa Bay Business Jour-
nal, November 22, 2005; Wall Street Journal Online, June 22, 2006)

e In June 2006, California legislators considered a bill that would require for-
profit institutions to report graduation and job-placement rates to the State. This
bill was introduced after activists argued that weak reporting rules give for-profit
colleges an open door for false advertising practices. The reporting bill, however,
was amended so that it will merely establish a working group on the issue. This
legislation follows an earlier law, the Private Postsecondary and Educational Re-
form Act, that required non-Western Association of Schools and Colleges accredited
institutions to report program data to the California Bureau for Private Postsec-
ondary and Vocational Education. A law passed in 2003, however, weakened that
act by e))(empting regionally accredited institutions. (Inside Higher Education, June
22, 2006

e In New York, investigations into for-profit college activities led to a moratorium
on the establishment of new programs by for-profit colleges while policymakers ex-
amined ways in which rules protect against fraud and abuse. The New York State
Board of Regents has approved new regulations on for-profit institutions, including
a transition period before new for-profit colleges are authorized to award degrees
and a requirement that institutions enact stronger and more transparent admis-
sions policies. (Inside Higher Education, May 24, 2006)

e Kentucky’s Attorney General has asked a court to strip Decker College, a for-
profit institution, of its charter, thus prohibiting it from doing business in Kentucky.
Investigations by Kentucky officials revealed widespread fraud and abuse, forcing
the institution to close temporarily. The investigation and court procedures in this
case are ongoing. (Louisville Courier-Journal, November 5, 2005)

e The New Jersey Department of Labor and Workforce Development issued a let-
ter to the Sanford Brown Institute-Iselin, owned by Career Education Corporation,
expressing concerns regarding allegations against SBI-Iselin raised in the January
2005 CBS News 60 Minutes report on for-profit colleges. DLWD requested that the
school provide justification for continued operation of the school in light of the alle-
gations raised in the report. SBI-Iselin submitted a written explanation in July
2005, and school administration met with DLWD officials in September 2005. At
this meeting, SBI-Iselin received confirmation that it could continue with the sub-
mission of its license application, a process which had been delayed by DLWD.
(CECO SEC Form 10-Q, Filed November 2, 2005, p. 20)

e In January 2003, the New York State Comptroller’s Office began an audit of
DeVry New York’s compliance with the New York State Tuition Assistance Program
grant (“TAP”) requirements for the 3-year period ending June 2002. Fieldwork was
completed in June 2003 and a preliminary report was issued in July 2003. The
Company responded to the preliminary report, disagreeing with some of the findings
in the report. Subsequently, the Company received an amended report and re-
sponded again. In the first quarter of fiscal 2005, the Company received the final
report and determination of disallowance that resulted in financial liability to the
Company. The final liability was in an amount for which the Company had pre-
viously accrued. The Company has remitted the required claim of disallowance and
the matter is now closed. (DeVry, Inc., SEC Form 10-Q, Filed May 11, 2005, p. 35)

o The Washington State Higher Education Coordinating Board required the Busi-
ness Career Training Institute (BCTI) to repay $63,000 in State need grants for low-
income students after the school admitted falsifying enrollment tests to admit un-
qualified students. (Portland Oregonian, March 15, 2005)

e The Oregon Department of Education placed the Business Career Training In-
stitute (BCTI) on probation after it found that the school was “unfair and deceptive”
in how it recruited, admitted, and enrolled students. (Portland Oregonian, February
5, 2005) The State found that recruiters were paid on the basis of the number of
students enrolled, which is a violation of the Higher Education Act. (OAR-581-045—
0061, “Private Career School Agents,” February 2005, Oregon Department of Edu-
cation) BCTI subsequently suspended classes with no warning to students or State
administrators. (Portland Oregonian, March 15, 2005) The Accrediting Council for
Continuing Education and Training revoked the Business Career Training Insti-
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tute’s accreditation on March 15, 2005. In April 2005, the Council barred two BCTI
presidents, Tom Jonez and Morrie Pigott, from ever again operating a school accred-
ited by that council. BCTI had closed just days before, on March 11, 2005, after
years of allegations of non-compliance with Federal education and auditing regula-
tions and several student lawsuits.

e The California attorney general’s office examining allegations of fraud against
a number of for-profit institutions, including ITT and Corinthian. (Chronicle of
Higher Education, October 1, 2004)

MEDIA REPORTS

e In a Good Housekeeping report, former students share stories of “stressful” loan
debt, feeling “defeated,” and program “realit[ies] [that] didn’t match the promises”
at Sanford-Brown in White Plains, NY (owned by Career Education Corp.); Brown
Mackie College in Merrillville, IN; and American Intercontinental University in Los
Angeles (owned by Education Management Corp.); respectively. A former president
of Sanford-Brown College’s Hazelwood, MO campus discussed “unqualified” faculty
and meetings about money, never academics. (Good Housekeeping, June 2010)

e According to Securities and Exchange Commission filings by Education Manage-
ment Corporation, attorneys general in Illinois and Oregon are investigating the for-
profit college’s Art Institute schools for their relationships between the schools and
the providers of loans to students at those schools. In addition, a lawsuit against
EMC’s Argosy University in Texas filed by former students who claim the college
misrepresented the importance of its accreditation, the availability of loan repay-
ment options, and the quantity and quality of career options. (The Milwaukee Wis-
consin Journal Sentinel, May 5, 2010)

e According to a regulatory filing from Corinthian Colleges, Inc., the U.S. Depart-
ment of Education found that the company’s Everest College Phoenix division mis-
represented costs and aid eligibility, which the Department called “intentional eva-
sion of the 90/10 requirements,” as noted in the SEC filing. (Corinthian Colleges,
Inc. SEC Form 10-Q, Filed March 31, 2010, p. 22; Associated Press, May 4, 2010)

o Bloomberg News Service reported that Drake College of Business recruits at
homeless shelters and 5 percent of students at its Newark, NJ campus is homeless.
In 2008, the college began offering a biweekly stipend of $350 to students who at-
tended at least 80 percent of classes and maintained a C average. A case manager
at a Newark rescue mission, from which 20 clients over 2 years enrolled at Drake,
told Bloomberg, “It’s basically known in the community: If you’re homeless, and you
need some money, go to Drake.” The Accrediting Council for Independent Colleges
& Schools reportedly opened an investigation of Drake’s recruitment tactics, which
could lead to the revoking of its accreditation making it ineligible for title IV aid.
According to the report, Cleveland’s Chancellor University and University of Phoe-
nix also recruit at homeless shelters; this practice helps Phoenix recruiters meet
their em;ollment quota of five students per month. (Bloomberg News Service, April
30, 2010

o The St. Petersburg Times revealed that for-profit companies are working to keep
taxpayer dollars flowing to their revenues by opposing proposed regulations by the
U.S. Department of Education that would tie student debt to future income. The Ca-
reer College Association, the for-profit education group, has donated over $150,000
to congressional candidates and parties in just this 2010 election cycle; only Harvard
and Stanford have donated more. Arthur Keiser, owner Keiser Career Colleges and
Keiser University, has donated more than $66,000 to congressional candidates since
2009, ma)lking him one of the top 12 donors nationwide. (St. Petersburg Times, April
11, 2010

e In a complaint filed in Maricopa County Court, a former Grand Canyon Univer-
sity enrollment counselor seeks punitive damages for being fired for refusal to “call
and threaten” a prospective student regarding a $100 non-existent application fee,
to shred records of calls to members of the Do Not Call registry daily, and to use
sales scripts copyrighted by the University of Phoenix. (Courthouse News Service,
April 9, 2010)

e Ohio State Representative Clayton Luckie (D-Dayton) called for an investigation
of Miami-Jacobs Career College saying he will hold hearings on the college’s prac-
tices and propose legislation requiring companies notify students of accreditation
during the admission process. Miami-Jacobs has been accused of not meeting accred-
itation standards and was sued by its students in 2008 for claiming accreditation
that did not exist. (Dayton Daily News, April 9, 2010)

o A report from Smart Money pointed out that Education Connection, with its en-
ticing television commercials, sells names and contact information of potential stu-
dents to a select group of for-profit education companies and non-profit postsec-
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ondary education institutions. The article reveals that schools then call students di-
rectly or hire a third party referral business with a call center and that this recruit-
ing process is much like “dialing-for-dollars” with companies making hundreds or
thousands of calls per day. (Smart Money, April 7, 2010)

e In a report from the Sun Sentinel, a consumer alert urges prospective students
to do research before enrolling in for-profit education. The report notes that costs
for associate degrees can exceed $30,000 leaving students with loan debt and pos-
sibly a diploma that future employers and potential transfer institutions of higher
education do not recognize. (Sun Sentinal, March 29, 2010)

e The New York Times featured a front-page article about a beneficiary of this
economic recession: for-profit higher education companies. The article revealed that
some companies require students to borrow for tuition that can exceed $30,000 per
year. Also noted is that upon program completion, many students have acquired un-
manageable debt and little training for gainful employment. (The New York Times,
March 13, 2010)

o After ITT Educational Services, Inc. purchased Daniel Webster College in June
2010 for $20.8 million, Bloomberg News Service revealed how the company obtained
accreditation it would not have earned itself. “Now [for-profit higher education com-
panies are] taking a new tack in their quest to expand. By exploiting loopholes in
government regulation and an accreditation system that wasn’t designed to evaluate
for-profit takeovers, they're acquiring struggling nonprofit and religious colleges—
and their coveted accreditation. Typically, the goal is to transform the schools into
online behemoths at taxpayer expense.” (Bloomberg News Service, March 4, 2010)

e The Denver Post discussed the consequences of high tuition costs at for-profit
colleges. Twenty-three percent of students attending Colorado for-profit institutions
defaulted on their Federal student loans in the first 3 years of repayment; that com-
pares to a 15 percent default rate at Colorado 4-year public colleges. In addition to
burdening taxpayers, defaulting on Federal student loans causes ruined credit rat-
ings for students. (The Denver Post, January 24, 2010)

e The University of Phoenix has campuses in 29 of the 30 most populated States;
one State blocking Phoenix’s bid for a campus is New York. A State review team
of University of Phoenix’s general education courses found that “First-year algebra
‘is not a college-level mathematics course’ and ‘does not demand as high a level of
critical thinking as the high school curriculum’ in New York. . . . Courses in human
nutrition and in environmental issues and ethics lacked basic science, and instruc-
tors were unqualified.” (Bloomberg News Service, January 19, 2010)

e The Denver Post notes that for-profit higher education i1s a business “in which
the Federal Government guarantees up to 90 percent of revenue, sales are reces-
sion-proof and profit margins regularly run in the double digits.” A professor of edu-
cation who studies for-profit education companies observes that it is easy to gen-
erate revenue in this sector: “You have a limited set of courses, a standardized cur-
riculum and a teaching staff of working professionals. Then you recruit like hell.
R The) more enrollments, the more money you make.” (The Denver Post, January
18, 2010

e The Denver Post reports that along with growth in for-profit education comes
an increase in complaints and lawsuits over recruiting practices, levels of debt, and
employability. Colorado has received 164 student complaints about for-profit schools
in the last 3 years and it has revoked authorizations of two for-profit schools and
one for-profit vocational school since September 2009. According to loan data from
the U.S. Department of Education, last year Colorado students received $1.6 billion
in Federal loans and Pell grants, of which $690 million went to for-profit companies.
(The Denver Post, January 17, 2010)

e In an article about the recruitment of military personnel by for-profit colleges,
Bloomberg News Service revealed that for-profit online colleges “are lured by a De-
fense Department pledge of free schooling up to $4,500 a year for active members
of the armed services. . . . Taxpayers picked up $474 million for college tuition for
400,000 active-duty personnel in the year that ended Sept. 30, 2008, more than tri-
ple the spending a decade earlier, Defense Department statistics show.” One Camp
Lejeune director said some schools prey on Marines, calling and emailing them day
and night. An executive at a search firm specializing in the placement of military
personnel notes that Fortune 500 firms are reluctant to hire service members with
degrees from online for-profit companies. (Bloomberg News Service, December 15,
2009)

e Apollo Group paid $78.5 million, of which $67.5 million will go to the Federal
Government and $11 million will go to plaintiffs, in a whistleblower lawsuit filed
by two former employees who said the University of Phoenix paid recruiters based
on the number of students they enrolled. (Bloomberg News Service, December 14,
2009)
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o A report from The Wall Street Journal reveals students using Federal student
loans to cover costs of for-profit education have a 21 percent default rate in the first
3 years of repayment; about three times the rate of 4-year public and non-profit
postsecondary education institutions. (The Wall Street Journal, December 14, 2009)

e An Associated Press analysis of for-profit colleges reveals that an increasing pro-
portion of Federal student aid dollars are going to the sector. In 2008, the top five
institutions receiving the most Pell grants were all for-profit companies. (USA
Today, November 30, 2009)

o American Public Media’s Marketplace reported on admission practices experi-
enced by current and former students and former recruiters at the University of
Phoenix, exposing abuses in the enrollment process. Three students interviewed ex-
perienced hard-sell tactics that included being hounded by for-profit college recruit-
ers. Former recruiters cited deception in the process, including lying about space
availability to create urgency and demand, winning a prospective student’s trust
through lengthy personal phone calls, and claiming regional accreditation. (Amer-
ican Public Media’s Marketplace, November 4, 2009)

e In a report about featuring statements from current and former University of
Phoenix students, American Public Media’s Marketplace notes that recruiters are
paid based on the number of students they enroll, which can create a deceptive and
high-pressure admission process. Students cite receiving loans without their knowl-
edge and attending courses that provide no valuable training. (American Public Me-
dia’s Marketplace, November 3, 2009)

o After the U.S. Department of Education’s regulatory investigators cited the Uni-
versity of Phoenix with enrollment abuses in 2004, the Apollo Group paid nearly
$10 million to resolve the allegations. However, some of Phoenix’s recruiters still use
high-pressure and deceptive tactics, according to current and former students and
former recruiters interviewed by ProPublica and American Public Media’s Market-
place. Recruiters disclosed they were required to display what they felt to be high-
pressure sales tactics and misleading techniques. Students shared they were de-
ceived about the transferability of credits and types of financial aid such as receiv-
ing loans after being promised grants and scholarships. (ProPublica, November 3,
2009)

e Thirteen students brought a suit against Corinthian Colleges Inc. alleging Co-
rinthian, Rhodes, and Everest Colleges in Dallas, Fort Worth, and Arlington, TX did
not deliver on promises made during the recruitment process and are focused only
on revenue. Students say advertising claims about job placement rates and the
transferability of credits to other colleges were false. (NBC Dallas-Fort Worth, Au-
gust, 28, 2009)

e In Atlanta, a lawsuit alleges American InterContinental University enrolled
students who were unable to read and lacked a high school diploma and that it
fraudulently attained accreditation. In addition, the college also rewarded recruiters
with bonuses based solely on the numbers of students they enrolled. (The Atlanta
Journal-Constitution, August 24, 2009)

e A wrongful termination lawsuit against the University of Phoenix revealed evi-
dence of the continuing use of recruiting practices in violation of the incentive com-
pensation prohibition. Although the university claims to use an intricate system for
evaluating recruiters taking into account enrollment numbers, but not solely using
these numbers as a measure of performance, several documents surfaced suggesting
that enrollment numbers were the key factor in determining job performance. A re-
cruiter received credit for an enrolled student only if that student attended at least
three classes or 3 weeks. In addition, failure to meet certain quotas set for a month
would result in decreases in salary and possibly termination. (New America Founda-
tion, February 19, 2009)

e In an article dated July 14, 2007, The Kansas City Star pointed to many strug-
gles University of Phoenix is having regarding increasing its profits. Among the
quotes, Trace Urdan, a senior analyst with the investment bank Signal Hill, says
that the parent company, Apollo, is sending a message that they are “chasing after
growth for growth’s sake” in order to increase their stock value. (The Kansas City
Star, July 14, 2007)

e In interviews with both former admission officers and students, San Francisco
Weekly pointed out the deceptive practices of the California Culinary Academy
(CCA) since Career Education Corporation took ownership of the school in 1999.
These anonymous former admission officers tell the paper that they would tell the
applicants anything they needed to hear to sign on the dotted line and admits any-
one eligible for a student loan and a pulse. The students said that they were misled
with high placement rates and unattainable salaries in the application material and
conversations with admission officers. (San Francisco Weekly, June 6, 2007)
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e In early February 2007, the New York Times ran a story chronicling the latest
troubles for the University of Phoenix. According to the article, current and former
students of the university both online and on campuses in Arizona, California, Colo-
rado, Florida, Michigan, Texas, and Washington have complained of recruiting
abuses, unqualified professors, and low academic standards. The university’s stock
fell greatly at the end of 2006 amidst resignations of top officials at Apollo Group.
The article mentions a 16 percent graduation rate among all Phoenix students, and
4 percent rate among online students. About 95 percent of Phoenix instructors are
part-time. (New York Times, February 11, 2007).

e Lehigh Valley College, owned by Career Education Corporation, is reported to
have practiced illegal recruiting, enrollment, and grade reporting in Pennsylvania.
Five complaints were submitted to the Pennsylvania Department of Education,
which did not act on the complaints as they were “out of its purview.” (Allentown
Morning Call, April 25, 2005)

e 60 Minutes’ report resulted in a hearing of the House Education & Workforce
Committee on March 1, 2005, during which evidence of continued improprieties
were provided by a former admission officer at one of Career Education Corpora-
tion’s campuses.

e In Oregon, former employees of American InterContinental University Online
(owned by Career Education Corporation) described the institutions “admission” tac-
tics as little more than “high pressure sales,” as recruiters were dogged by super-
visors with constantly escalating enrollment targets, misleading sales scripts, and
the belief that managers wanted enrollees regardless of their ability to pay tuition.
(Portland Oregonian, February 20, 2005)

e CBS News reported that recruiters for Career Education Corporation’s (CEC)
Brooks College employed high pressure sales tactics, and were expected to meet
quotas of enrolled students. At other CEC campuses, reporters revealed that recruit-
ers admitted clearly unqualified students, presumably to meet sales quotas. (60
Minutes, January 30, 2005)

LAWSUITS

e In a Federal lawsuit against Education Management Corp., a former employee
of South University Online cites he observed violations of title IV Federal statute
and regulations: paying salaries based on the number of students recruiters signed
up for courses; submitting fake proctor forms for ability to benefit tests; allowing
students to take ability to benefit tests repeatedly until they passed; and offering
free trips, iPods, and gift cards to representatives who enroll the highest number
of students. (The United States District Court Western Pennsylvania. Brian T. Bu-
chanan vs. Education Management Corp., Filed July 2007; Pittsburgh Tribune-Re-
view, May 7, 2010)

e In a lawsuit against ITT Educational Services, Inc., a plaintiff who was hired
as director of ITT’s Lathrop, CA campus cites he observed violations of State and
Federal laws and regulations to benefit from Federal subsidized financial aid: staff
changing failing scores to passing scores on placement tests, staff inflating and al-
tering attendance records and grades, inaccurate job placement figures, and recruit-
ers being compensated based on the number of students they convinced to enroll.
In addition, he observed staff alter and destroy files required to be maintained by
State and Federal law. (The United States District Court Southern District of Indi-
ana. Jason Halasa vs. ITT Educational Services, Inc. Filed April 15, 2010)

e A class action suit was filed against Apollo Group Inc. and The University of
Phoenix alleging that they artificially deflated their cohort default rates in order to
remain eligible for title IV funds. By returning students’ Federal loan money to
lenders once they had withdrawn from classes during the first term, UOP avoided
listing these students as defaulting on their loans. UOP then proceeded to collect
the debt directly from the students under more rigid terms, devoid of a 6-month
grace period and low interest rates, than those agreed upon between the student
and the original lender resulting in debt being passed on to collection agencies and
adversely affecting students’ credit. (The U.S. District Court Eastern District of Ar-
kansas. Shawn Martin, Angela Russ and Nitisha Ingram vs. Apollo Group, Inc. and
University of Phoenix. Filed December 9, 2008)

o Three former academic officers at Kaplan University have filed a wide-ranging
lawsuit alleging the for-profit institution of defrauding the U.S. Government of more
than $4 billion. The lawsuit alleges that Kaplan enrolled unqualified students, in-
flated their grades so they could stay enrolled and falsified documents for accredita-
tion purposes. They also accuse the company of paying its own employees to enroll
in classes so they meet the requirement of 10 percent of revenue coming from
sources other than Federal loans and grants. In addition, the complaint also accuses
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Kaplan of providing incentives to its college recruiters based on the number of stu-
dents they enroll, in violation of Federal regulations. (The Chronicle of Higher Edu-
cation, March 13, 2008)

e The Apollo Group was forced to pay an estimated $277.5 million to shareholders
who sued for securities fraud alleging that the company officials withheld a harshly
critical U.S. Department of Education report in February 2004 that accused the
company of violating a Federal prohibition against paying recruiters based on the
number of students they enrolled. Former CFO Kenda Gonzalez, also a defendant
in the case, admitted in testimony that they did hold the report back out of fear
of negative news coverage. (Inside Higher Ed, January 17, 2008)

e A class action suit was filed against Career Education Corporation alleging that
their California Culinary Academy misrepresented that its admissions were selec-
tive, its program elite and its degree prestigious. Also, alleging CCA was erro-
neously saying that upon graduation well-paying jobs would be waiting and stu-
dents’ education loans would be readily repayable. The plaintiffs allege that none
of this information was true when they were informed of it or even when they went
to look for jobs. They also seek to prove that CEC, or CCA, accepted undisclosed
benefits from lenders to place students in loans that exceed market rates. (Chronicle
of Higher Education, October 1, 2007)

e In December 2005, former students commenced a putative class action against
DeVry University and DeVry Inc. (“Defendants”) in Los Angeles Superior Court, al-
leging that the defendants failed to comply with disclosure requirements under Cali-
fornia Education Code relating to the transferability of academic units earned. This
case was settled in 2007. (DeVry, Inc., SEC Form 10-K, Filed August 24, 2007,
p- 36)

e Chubb Institute, a chain of career schools owned by High Tech Institute, has
lost its accreditation in Chicago by the Accrediting Council for Continuing Education
and Training (ACCET) and is being sued by former students in New Jersey and
Pennsylvania alleging they misrepresented job placement figures. A branch of
Chubb is also closing in Virginia due to financial problems due to alleged mis-
management and an unresponsive administration. The ACCET claims the Chicago
school did not have “required prerequisite courses” and instructors adjusted test
scores by deleting questions that were not covered so that most students in the class
had an “A”. (The Washington Post, August 13, 2007)

e Corinthian Colleges, a large vocational school chain based in California, has
agreed to pay $6.5 million to settle a lawsuit alleging they engaged in unlawful
business practices by exaggerating their record of placing students in well-paying
jobs and forcing their recruiters to meet a pre-set quota of new enrollments. (LA
Times, August 1, 2007)

e Oakland City University, a nonprofit college in Indiana, agreed to pay $5.3 mil-
lion to settle a complaint by a whistle blower that maintained the institution offered
improper incentives to student recruiters. The former admissions director at Oak-
land City claimed that he and others were paid in commissions and bonuses based
on their ability to enroll students. (Chronicle of Higher Education, July 31, 2007)

e An insurance company for the Business Computer Training Institute, which
closed in July amidst allegations of Federal student-loan fraud and other improper
practices, has agreed to pay $9 million to former students in a class action lawsuit.
The students had accused the institute of fraud, breach of contract, and of breaking
Washington State’s consumer-protection laws. The settlement could benefit as many
as 28,000 students, and negotiations were underway for a second settlement in the
amount of $55 million. (Chronicle of Higher Education, May 14, 2007)

e On September 6, 2006, the Ninth U.S. Circuit Court of Appeals reinstated a
lawsuit against the University of Phoenix that alleges the institution obtained Fed-
eral funds under false pretenses by paying recruiters on the basis of how many stu-
dents they enrolled. The case, brought against the University of Phoenix by two
former recruiters, was dismissed by a U.S. District Court in California in 2004.
(Chronicle of Higher Education and Inside Higher Education, September 6, 2006) In
May 2007, The U.S. Supreme Court declined a request from University of Phoenix
to intervene in this lawsuit, letting the lawsuit proceed despite the institution’s ob-
jections. (Chronicle of Higher Education, May 4, 2007)

e On August 25, 2005, a class action was filed against Career Education Corpora-
tion (CEC) through its subsidiaries by eight former students allege that defendants
made fraudulent misrepresentations and violated the Missouri Merchandising Prac-
tices Act by misrepresenting or failing to disclose, among other things, details re-
garding instructors’ experience or preparedness, estimates for starting salaries of
graduates and curriculum, that credits earned were transferable at Sanford-Brown
College (subsidiary of CEC). The plaintiffs also allege that admissions representa-
tives had sales quotas for enrolling new students, directly in opposition to the High-
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er Education Act. The plaintiffs, through the complaint, accuse the defendants of
failing to provide the promised instruction, training and placement services. This
matter has been settled as of May 2007. (Career Education Corporation, SEC Form
10-Q, Filed May 3, 2007)

e On March 21, 2005, a class action complaint was filed in the Superior Court
for the State of California against Brooks College, a school owned by Career Edu-
cation Corporation. The complaint alleges that the college violated California Busi-
ness and Professions Code and Consumer Legal Remedies Act by allegedly mis-
leading potential students regarding the admission criteria, transferability of credits
and retention and placement statistics as well as engaging in false and misleading
advertising. (Career Education Corporation, SEC Form 10-K, Filed May 3, 2007)

e Former students of the Sanford-Brown Institute in Landover, MD issued a com-
plaint in March 2006 alleging that SBI broke the Maryland consumer fraud act by
“misrepresenting or failing to disclose,” among other things, details regarding in-
structors’ experience or preparedness, availability of clinical externship assign-
ments, and estimates for the dates upon which the plaintiffs would receive their cer-
tificates. The complaint also states the institution failed to provide promised in-
struction, training, externships and placement services. (Career Education Corpora-
tion, SEC Filing 10-Q Form, November 7, 2006, p. 76)

e A class action lawsuit has been filed by Kahn Gauthier Swick, LLC in the U.S.
District Court for the District of Arizona on behalf of shareholders who acquired
Apollo Group stock and securities between November 28, 2001 and October 18,
2006. The suit charges violations of Federal securities laws, including backdating of
stock options.

e The University of Phoenix has been sued by the Equal Employment Oppor-
tunity Commission for employment discrimination. The EEOC charged the Univer-
sity of Phoenix preferred hiring admission counselors who belonged to the Church
of Jesus Christ of Latter-day Saints over those who did not. The suit was filed on
behalf of four current or former non-Mormon University of Phoenix enrollment offi-
cers. It alleges that after these four men complained internally, the University of
Phoenix transferred all of them and terminated one of them. The suit was filed as
a class action. (Inside Higher Ed, September 29, 2006)

e The Seattle Times reported in early August 2006 that Crown College of Tacoma
would pay over $87,000 to settle claims by six students who alleged the school mis-
led them about whether their credits would transfer to other colleges or universities.
The settlement involved the third such lawsuit against the school. In January 2006,
Crown College was ordered to pay almost $77,000 in a case that involved a student
who said the college had told her she could transfer her credits to Gonzaga Univer-
sity. (Seattle Times, August 5, 2006)

e On July 21, 2006, a class-action securities fraud complaint was filed in Federal
District Court in the Southern District of New York against EVCI Career Colleges
Holding Corporation, parent of Interboro Institute. The complaint alleged that the
company had cheated in determining whether students were eligible for Federal and
State financial aid and had fired employees for failing to meet enrollment quotas.
The complaint indicated that unethical practices at the corporation went even fur-
ther than those outlined in a 2005 NY State Education Department investigation.
(New York Times, July 24, 2006)

e A group of students have filed suit against the ECPI College of Technology in
Greenville, SC, alleging that the school is a “fraud and a sham,” and alleging that
training at the school is “severely deficient.” (Greenville News, August 11, 2005)

e A wrongful termination suit by a former professor and “educator of the year”
at American InterContinental University (AICU) against Career Education Corpora-
tion in Los Angeles indicates that fraudulent enrollment practices enabled that in-
stitution to receive Federal student aid funds. According to the lawsuit, AICU en-
rolled clearly unqualified students, enrolled “imaginary” students, falsely advertised
job placement rates, and falsified reports to sustain enrollments. (New York Times,
May 15, 2005)

e In January 2002, a graduate of one of DeVry University’s Los Angeles-area
campuses filed a class-action complaint on behalf of all students enrolled in the
post-baccalaureate degree program in Information Technology. The suit alleges that
the program offered by DeVry did not conform to the program as it was presented
in the advertising and other marketing materials. In March 2003, the complaint was
dismissed by the court with limited right to amend and re-file. The complaint was
subsequently amended and re-filed. During the first quarter of the Company’s fiscal
year 2004, a new complaint was filed by another plaintiff with the same general al-
legations and by the same plaintiff’s attorneys. Discovery continues but there is no
determinable date at which this matter may be brought to conclusion. (DeVry, Inc.,
SEC Form 10-Q, Filed May 11, 2005, p. 25)
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e In November 2000, three graduates of one of DeVry University’s Chicago-area
campuses filed a class-action complaint that alleges DeVry graduates do not have
appropriate skills for employability in the computer information systems field. The
complaint was subsequently dismissed by the court, but was amended and re-filed,
this time including a then-current student from a second Chicago-area campus. Dis-
covery continues but there is no determinable date at which this matter may be
brought to conclusion. The Company has accrued $0.5 million representing the esti-
mated minimum amount to resolve the two class-action claims. (DeVry, Inc., SEC
Form 10-Q, Filed May 11, 2005, p. 25)

e Institutions owned by Corinthian Colleges and Career Education Corporation
face lawsuits across the country from current and former students. Lawsuits present
allegations of “systemic deceptive trade practices,” including: (1) Falsification of
grades to maintain enrollment; (2) Misleading information about transferability of
credit; (3) Illegal recruiting and compensation practices (Chronicle of Higher Edu-
cation, October 1, 2004; Miami Herald, March 11, 2005; Tacoma News-Tribune,
April 12, 2005)

e Shareholders of ITT and Career Education Corporation are attempting to file
class action suits against the companies for allegedly using misleading financial in-
formation to artificially inflate the value of their stock. (Chronicle of Higher Edu-
cation, October 1, 2004)

OTHER

e Career Education Corporation’s American InterContinental University was re-
cently placed on a 1-year probation by its accrediting agency, the Southern Associa-
tion of Colleges and Schools. If AIU’s accreditation is withdrawn, students attending
would no longer be able to receive Federal financial aid. The latest action has
prompted shareholders to again question the commitment to regulatory compliance
on the part of the company’s governing board. (Wall Street Journal, December 12,
2005)

o For-profit college activities in Canada have recently prompted the Canadian leg-
islature to consider legislation tightening rules for private career colleges. Com-
plaints have been submitted by students from across Canada against institutions
such as CDI College, owned by Corinthian Colleges. (Canadian Press (via Can-
ada.com), November 5, 2005)

The CHAIRMAN. Thank you, Mr. Hawkins. Now Dr. McComis. Dr.

McComis, welcome. Please proceed.

STATEMENT OF MICHALE S. McCOMIS, Ed.D., EXECUTIVE DI-
RECTOR, ACCREDITING COMMISSION OF CAREER SCHOOLS
AND COLLEGES, ARLINGTON, VA

Mr. McComis. Mr. Chairman, members of the committee, thank
you for the opportunity to testify. My name is Michale McComis,
and I'm the executive director of the Accrediting Commission of Ca-
reer Schools and Colleges or ACCSC.

Let me state at the outset unequivocally, that any student re-
cruiting or advertising practice that unduly induces students to en-
roll in an institution is anathema to the mission of the organization
that I represent and tarnishes the entire higher education commu-
nity.

ACCSC works diligently to enforce its standards in the areas
being addressed by this hearing, and looks forward to exploring
with this committee and Congress how oversight of the student re-
cruitment experience might be strengthened.

The role of accreditation is important as a means to ensure that
only the highest level of integrity is injected into the student re-
cruitment and admissions process, and to connect these processes
to student achievement outcomes. It is essential to the success of
our triad system that accreditors and their Federal and State part-
ners work together to stem any institutional abuses, such as those
presented here today.
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Unlike their Federal and State partners, accrediting agencies are
private, independent entities, focusing on establishing standards
and assessing their members and institutions in relation to those
standards on a peer review basis.

As such, they are the best resource to make determinations re-
lated to educational quality. Institutions eligible for title IV funds
must be accredited by an agency recognized by the U.S. Depart-
ment of Education. And the Higher Education Act creates the rig-
01c"ﬁlus regulatory structure to which all accrediting agencies must
adhere.

The Federal regulations require that all agencies, regardless of
the types of institutions that they accredit, have and enforce stand-
ards in the areas of recruitment, admissions, and advertising. The
ACCSC standards of accreditation create a whole school assess-
ment process whereby an institution’s operational and education
inputs can be evaluated in the context of student achievement out-
comes. Each of a school’s practices including recruitment, adver-
tising, and admissions can impact its overall success and the suc-
cess of its students. ACCSC has more than 50 standards that ad-
dress these areas directly.

Equally important to these standards are our processes to evalu-
ate an institution’s compliance. We have a multi-step process,
which includes a self evaluation, onsite visits, and determinations
of compliance. There’s ample evidence that the commission holds
its institutions accountable to its standards. In the last 2 years, ap-
proximately 8 percent of our findings resulted from site visits per-
taining to the areas of recruitment, advertising, and admissions.

Another indicator is provided from analysis of our student sur-
veys. Results from surveys during 69 onsite evaluations between
April and May of this year showed very high rate of student satis-
faction in areas related to admissions and financial aid processes
of their institutions, a rate high enough to support the conclusion
that the problems that do exist are not widespread amongst our ac-
credited institutions.

Between accreditation cycles, ACCSC relies on an interim review
and a robust complaint process to monitor potential violations of
standards. If a student believes that he or she has been misled in
the recruitment or admissions process, that student can forward a
complaint to the commission for investigation.

Pursuant to Federal regulations, and in keeping with best prac-
tices, we review every complaint received for compliance with ac-
creditation standards. The commission has received complaints re-
garding recruitment and advertising practice, as I outlined in my
written testimony. And those complaints are always troubling.

When findings of noncompliance do occur, we are diligent in re-
quiring institutions to take corrective action. And when none oc-
curs, we take adverse action. ACCSC has a number of actions at
its disposal to ensure compliance with the standards ranging from
reporting to revocation. And the commission can provide examples
of when it has taken those actions.

I also want to explain the important connection between the
issues discussed here today and student achievement. ACCSC re-
quires its institutions to submit a report annually of all pro-
grammatic graduation and employment rates and monitors any in-
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stitution falling below that commissions establish benchmarks. We
view these benchmarks as tools by which an institution can im-
prove its own success and the success of its students, but these out-
comes also help us to identify related problems at an institution,
including an appropriate recruitment, advertising, or admissions
practices.

If students are lured to an institution or induced to enroll when
those students may not be a good fit in relation to program objec-
tives, then that institution will likely have difficulty demonstrating
competency achievement by its students and acceptable rates of
graduation and employment.

Overall, I believe that ACCSC has demonstrated its commitment
to establishing and enforcing standards related to recruitment, ad-
vertising, and admissions. And I also believe that accreditors can
in all instances be expected to uncover every instance of noncompli-
ance.

However, the unacceptable and abhorrent activities presented for
this hearing do indicate that more vigilance amongst all accrediting
agencies with regard to all institutions is necessary.

To that end, here are a few final thoughts. ACC will continue to
assess its standards and practices and policies in these areas and
commit to strengthening its accreditation practices even further.

Second, it is important that the department and ACCSC provide
the appropriate oversight for all accreditors and create a level play-
ing field, holding all accreditors accountable to establish and en-
force rigorous and effective standards.

Finally, ACCSC is committed to working with Congress should
it decide that accreditors need to do more in this area, and to en-
sure sound policy to protect the integrity of our higher education
students and the higher education system and its students. Thank
you.

[The prepared statement of Mr. McComis follows:]

PREPARED STATEMENT OF MICHALE S. McCowmis, ED.D.

Thank you for the opportunity to testify. My name is Michale McComis and I am
the executive director of the Accrediting Commission of Career Schools and Colleges
(ACCSC). I am honored to appear before the committee this morning to discuss the
important issue of student recruitment by higher education institutions. I hope to
provide the committee information about ACCSC’s accreditation standards and proc-
ess in this area, but also to provide our perspective on the role of accreditation in
higher education more generally. Let me state unequivocally at the outset that any
form of student recruiting or advertising practice that unduly induces students to
enroll in an institution is anathema to the mission of the organization that I rep-
resent. As I outline in more detail below, ACCSC works diligently to enforce its
standards in the areas being addressed by this hearing and is committed to eradi-
cating inappropriate recruiting practices in its accredited institutions. In addition,
ACCSC looks forward to exploring with this committee and Congress how oversight
of the student recruitment experience might be strengthened through the accredita-
tion process.

By way of introduction, ACCSC is a private, non-profit independent accrediting
agency recognized by the Secretary of Education continually since 1967. ACCSC is
national in scope and currently accredits 789 institutions with over 250,000 stu-
dents throughout the country. These institutions are predominantly private sector,
career-oriented institutions, offering programs at the non-degree, Associates Degree,
Bachelors Degree, and Masters Degree levels. Institutions accredited by ACCSC pre-
pare students for trade and technical careers in many areas including allied health,
nursing, information technology, automotive technology, commercial art, and unique
areas such as horology, luthiery, and yacht building and restoration.
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ACCSC’s primary mission is to serve as a reliable authority on educational quality
and to promote enhanced opportunities for students. To meet its mission, the Com-
mission has a values-based framework for accrediting focused on integrity, account-
ability, continuous improvement, open communication, and teamwork. My tenure
with ACCSC began in 1994, becoming its executive director in 2008. I have recently
served on two of the Department of Education’s negotiated rulemaking panels—the
2009 Accreditation Panel and the 2010 Program Integrity Panel. I also recently tes-
tified before the House Committee on Education and Labor at a hearing regarding
program length and credit hour definitions.

SUMMARY OF TESTIMONY

My testimony is divided into two primary parts. First, I will place the issue of
recruitment in the broader context of our higher education system and regulatory
structure. It is important to provide a bit of background regarding the need for con-
tinued reliance on the regulatory “triad” that provides the student funding and
quality-assurance mechanisms for our institutions of higher education and to dis-
cuss ways in which that structure might be strengthened.

The second part of my testimony will provide the committee with a summary of
ACCSC’s standards on student recruiting and advertising and its process for review-
ing institutions generally, and with regard to recruitment and advertising in par-
ticular. Developed based on four decades of experience in the accreditation of career-
oriented institutions, ACCSC believes that its standards on recruiting and adver-
tising are amongst the most rigorous in the higher education community and can
serve as a model for accreditors’ assessment. I also would like to discuss with the
committee how ACCSC’s standards on recruitment and advertising directly relate
to our assessments of student achievement at our institutions.

THE BROADER CONTEXT OF HIGHER EDUCATION POLICY, ACCREDITATION,
AND THE EVALUATION OF RECRUITMENT AND ADVERTISING PRACTICES

As higher education continues to take a more diverse shape, ensuring the quality
and integrity of higher education institutions and their programs continues to be a
paramount concern, and historically, the primary responsibility of accrediting agen-
cies and the schools they accredit. Unlike Federal and State governments, accred-
iting agencies are private, independent entities, focused on establishing standards
and assessing their member institutions in relation to those standards on a peer-
review basis. As such, they are the best resource for making determinations related
to educational quality.

Despite the independent, private nature of accreditation, accrediting agencies
have been linked to the Federal student financial aid program since the Congress
established the Higher Education Act 45 years ago. Institutions eligible for title IV
funds must be accredited by an accrediting agency recognized by the U.S. Secretary
of Education and the Higher Education Act creates a structure for this recognition
process. Included in the act and regulations are criteria which all accrediting agen-
cies must include in their accreditation standards. In this manner, accreditation has
played an essential role in institutional and programmatic quality assurance, an es-
sential component of the regulatory “triad” with Federal and State governments in
overseeing higher education.

The Federal regulation of criteria for accreditation standards set forth the expec-
tation that accrediting agencies have standards regarding recruitment, admissions
practices, and advertising (section 602.16(a)(1)(vii)). It is, therefore, paramount that
all agencies adopt and enforce such standards—regardless of the types of institu-
tions the agency accredits. All regulatory and oversight agencies in the triad must
work together to stem abuses in these areas. For example, if an institution is found
by the Federal Government to have violated Federal regulations regarding recruit-
ment practices, then there should be an expectation that a State would also conduct
a review to determine if State law or regulation was violated and accreditors should
investigate to determine as to whether the agencies standards were violated. This
is a primary purpose of the triad and one that the Congress should expect to occur.
To that end, I am hopeful that the GAO will supply my organization with informa-
tion from its recent report on recruiting activities regarding any institution accred-
ited by ACCSC so that we can conduct our own investigation into these matters.

The role of accreditation, in particular, is an increasingly important one. Given
the growing diversity of higher education institutions and the growing demographic
of career-focused, adult learners, coupled with the growth of education access and
opportunity, accreditors must hold institutions accountable to ensure that only the
highest level of integrity is injected into the student recruitment and admissions
process. Moreover, all higher education institutions and their accreditors must un-
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derstand the connection between recruitment and admissions processes and student
achievement outcomes.

As I demonstrate in the next section of my testimony, ACCSC has established rig-
orous standards in the areas of recruiting, advertising, and admissions, intended to
help ensure that institutions recruit and admit only those students who are accu-
rately and fully informed about the institution’s program and who are qualified and
capable of completing the program in which they intend to enroll.

ACCSC’S STANDARDS AND PROCESSES REGARDING RECRUITMENT, ADVERTISING,
AND ADMISSIONS

The ACCSC Standards of Accreditation and accreditation process emphasize edu-
cational quality by focusing on outcomes. Essentially, the Commission evaluates an
institution’s educational objectives and assesses the institution’s success in meeting
those objectives. This assessment process includes a review of an institution’s com-
pliance with input standards and the institution’s ability to demonstrate acceptable
output results in terms of student achievement outcomes, specifically student learn-
ing assessment and rates of graduation and employment.

ACCSC’s Standards

In addition to having standards and processes to examine institutional inputs,
ACCSC has outcomes-based standards, including graduation and employment rates,
which the agency uses in its assessment process. Specifically, the Commission is
concerned about institutional operations and how those operations contribute to stu-
dent achievement outcomes and the application in the workplace of skills, knowl-
edge, and competencies.

ACCSC’s standards on recruitment, advertising, and admissions are necessarily
linked to its standards on student achievement; none of the standards are viewed
in isolation from another. ACCSC strives for a “whole school” assessment process
whereby the appropriateness of an institution’s operational and education inputs
can be evaluated in the context of student achievement outcomes. Each component
of the school (e.g., recruiting, advertising, admissions requirement, program design
and curriculum, student services, the quality of the administration and faculty, the
inclusion of the employment community in curriculum development and assessment,
etc.) has an impact on the overall success of an institution and the success of stu-
dents. ACCSC has more than 50 standards that address the areas of recruitment,
advertising, and admissions directly (see Appendix I) and several more that do so
tangentially.

ACCSC’s primary standards require institutions to operate in an ethical manner
with regard to recruitment practices and to demonstrate that:

e The institution describes itself to prospective students fully and accurately;

e The institution follow practices that permit prospective students to make in-
formed and considered enrollment decisions without pressure;

e The institution’s recruitment efforts attract students who are qualified and like-
ly to complete and benefit from the training provided by the school, instead of sim-
ply obtaining enrollments;

e The institution observes ethical practices and procedures in the recruitment of
its students in areas including the following:

e Only using school employees for recruitment;
e No making of false or misleading statements;
e No recruiting at or near welfare offices, unemployment centers, or homeless
shelters;
No promises (explicit or implicit) of employment;
No inducements to enroll;
No recruiters involved in admissions decision;
Allowarace for a “cooling off” period and implementation of cancellation poli-
cies; and,
e No discrediting others schools or influencing prospective students to leave an-
other school.

e The institution provides prospective students with a copy of the catalog prior
to enrollment for the purpose of full disclosure; and
e The institution provides prospective students with a copy of the enrollment
agreement (i.e., contract) prior to and after signing, which sets forth clearly the
obligations of the school and the student.

ACCSC’s primary standards in the area of advertising require institutions to dem-
onstrate that:
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e All advertising and promotional materials are truthful and accurate and avoid
leaving any false, misleading, or exaggerated impressions with respect to the school,
its location, its name, its personnel, its training, its services, and its accredited sta-
tus;

e Advertising and promotional materials clearly indicate that education, and not
employment, is being offered and that no overt or implied claim or guarantee of in-
dividual employment is made at any time;

e Employment or Help Wanted classifieds are not used for any form of student
recruitment;

e Endorsements used in school catalogs, literature or advertising are used only
with the written consent of the authors and are kept on file and subject to inspec-
tion and that under no circumstances may currently enrolled students provide en-
dorsements on behalf of the school;

e Advertisements and literature do not quote salaries for an occupation unless
they also accurately indicate the normal range or starting salaries in the occupation
for which training is provided and include the source of this information;

e Scholarships are not used as a recruiting device; and

e Advertising of accredited status also indicates by what agency or organization
the institution is accredited and advertising of financial aid includes an eligibility
phrase (e.g., financial aid available for those who qualify).

ACCSC’s Process

Equally important to ACCSC’s standards are the processes used by the Commis-
sion to evaluate an institution’s compliance with those standards. ACCSC, therefore,
has a multistep process by which the Commission evaluates an institution’s compli-
ance with accrediting standards. To prepare for the re-accreditation process, institu-
tions are required to prepare a Self-Evaluation Report (SER),! which requires insti-
tutions to demonstrate how their programs meet ACCSC’s standards. For example,
institutions must explain how the institution has determined that its recruitment
practices are ethical and appropriate, show that advertising in use is appropriate
and not misleading, and demonstrate the appropriateness and implementation of
admissions criteria.

ACCSC staff and peer-review evaluators then visit an institution and make deter-
minations regarding an institution’s compliance with standards based on the infor-
mation presented in the SER and assessments made during the on-site evaluation.
If there is an area of non-compliance cited by an on-site evaluation team, an institu-
tion has the opportunity to demonstrate compliance to the Commission. If an insti-
tution fails to make such a showing, ACCSC will take action measured appropriate
to the level of the offense.

ACCSC has ample evidence to show that the Commission holds its institutions
accountable to its standards to include, among many others, those related to recruit-
ment, advertising, and admissions practices. Over the prior 2 years, ACCSC con-
ducted 629 on-site evaluations for a variety of purposes (i.e., initial and renewal of
accreditation, substantive changes reviews, and directed investigations on an an-
nounced and unannounced basis). During those 629 on-site evaluations, approxi-
mately 8 percent of our findings pertained to the areas of recruitment, advertising,
or admissions practices. Within those findings, 70 percent were in the area of adver-
tising, 25 percent were in the areas of admissions practices, and 4 percent were in
the area of recruitment practices. Examples of these findings range broadly from
less severe non-compliance such as stating correctly that the school is accredited
without also stating that ACCSC is the accrediting agency to more serious non-
compliance. Examples of more serious noncompliance include, in the area of adver-
tising the use of a subjective statement or other information that an institution
might not be able to fully support (e.g., “state-of-the-art”), in the area of admissions
not collecting sufficient documentation to demonstrate that admissions criteria were
fully met prior to matriculation for all students, and in the area of recruitment not
sufficiently removing recruitment personnel from the admissions decision process.
While the statistics show that findings related to recruitment, advertising, and ad-
missions practices are not indicative of substantial noncompliance by our institu-
tions, ACCSC does take each and every instance of noncompliance seriously and the
Commission is diligent in requiring institutions to take corrective action necessary
to demonstrate that they achieve compliance.

Another indicator that the issues addressed herein are not widespread among
ACCSC-accredited institutions is the results of student surveys that the Commis-
sion conducts during the on-site evaluation. An analysis of student survey results

1Institutions seeking initial accreditation are also required to complete a detailed SER, which
would include a demonstration of compliance with our advertising and recruitment standards.
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from 69 on-site evaluations conducted in April 2010 through May 2010 shows the
following:

Student Survey Results

Survey question respToor}glents Nuvngger Nu’r\?ober Perc;agstage Perc?\lr;tage
Were all entrance requirements explained to you before
you enrolled? 6,091 5817 274 95.5 45
Were all costs that you are required to pay to attend this
school explained to you? 6,070 5,668 402 93.4 6.6
Did you receive a copy of the school catalog before you
enrolled? 6,073 5,539 534 91.2 8.8
Did you receive a signed copy of the enrollment agree-
ment? 6,067 5,962 105 98.3 1.7
Did a school representative accurately provide you with
all necessary facts and details about the school? ........ 6,057 5,456 601 90.1 9.9
Did the school explain your loan payment responsibilities? 5,893 5518 375 93.6 6.4
Are you clear about the size of your loan and what your
repayment plan will be? 5,890 5,060 830 85.9 14.1
Did the financial aid representative appear knowledge-
able and helpful? 5,927 5,289 638 89.2 10.8
Do you feel good about your decision to attend this
school? 5,920 5,413 507 914 8.6

While the results of the surveys do not show 100 percent student satisfaction,
they certainly show a very high rate of student satisfaction in areas related to the
admissions and financial aid processes of their institutions—a rate high enough to
support a conclusion that the problems that do exist are not widespread amongst
our accredited institutions.

With regard to enforcement, ACCSC has a number of programmatic and institu-
tional actions at its disposal to ensure compliance with its standards and rules. As
stated previously, when non-compliance with a standard is found, the institution
has an opportunity to demonstrate corrective action and that the institution has
achieved compliance. If the Commission determines that an institution has not fully
or sufficiently made such a showing, the Commission can defer final action, direct
a school to show cause why accreditation should not be revoked, place an institution
on probation, direct a school to cease enrollment in a program, or take an adverse
action such as accreditation revocation. Which action the Commission takes will
often depend on the severity of noncompliance or the amount of time that has tran-
spired where the school over time has failed to demonstrate compliance. In at least
one instance, ACCSC denied a school’s application for initial accreditation solely on
grounds that the institution did not meet the Commission’s advertising standards.
To reiterate an important point regarding accountability, all accreditors should have
rigorous standards in the areas of recruitment and advertising practices and enforce
those standards, regardless of the types of institutions accredited, insofar as all stu-
dents must be protected from inappropriate recruiting practices or misleading ad-
vertising.

Between accreditation cycles, ACCSC relies on both its interim monitoring process
and its robust complaint process to monitor potential violations of recruitment, ad-
vertising, and admissions standards. With regard to interim monitoring, the Com-
mission can direct an institution to submit reports to demonstrate on-going compli-
ance over time. This function is used when a school has demonstrated corrective ac-
tion, but the Commission wishes to monitor the institution’s implementation of that
corrective action and compliance with applicable accrediting standards over time.
ACCSC also requires its institutions to submit a report annually of all pro-
grammatic graduation rates and employment rates and will place an institution into
a monitoring phase should any reported rate of graduation or employment fall below
the Commission’s benchmarks.

With regard to ACCSC’s complaint process, if a student believes that he/she has,
for example, been misled in the recruitment or admissions process, that student can
forward a complaint to the Commission for investigation. Pursuant to Federal regu-
lations and in keeping with best practices, ACCSC reviews every complaint received
and investigates those that raise a reasonable doubt as to an institution’s compli-
ance with accrediting standards. The Commission believes that this is a crucial com-
ponent of its interim monitoring and therefore requires every institution to publish
in its catalog the ACCSC Student Complaint/Grievance Procedure that provides stu-
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dents with detailed information regarding how to file a complaint with the Commis-
sion.

In the prior 2 years, ACCSC has received 411 complaints from students, parents,
school employees, other accredited institutions, and members of the public.2 Of
those 411 complaints, 50—12 percent—included at least one allegation regarding re-
cruitment, advertising, or admissions practices. Generally, these complaints allege
issues such as the use of misleading advertisements or that school personnel made
statements that the complainant believed to be inaccurate. Again, this statistic indi-
cates that while problems associated with recruitment, advertising, and admissions
practices exist and are troubling, the instances do not appear to be widespread
among our schools. This notwithstanding, ACCSC takes all complaints seriously and
in instances where a complaint investigation has uncovered an area of noncompli-
ance, the Commission has required the institutions to demonstrate corrective action
necessary to achieve compliance. ACCSC has had instances where an investigation
predicated on a complaint ultimately led to a Show Cause Order, Probation Order,
or the revocation of an institution’s accreditation (although, not always for the same
reasons set forth in the original complaint).

Connection to Student Achievement

ACCSC believes that the evaluation of recruitment, advertising, and admissions
practices is linked to our evaluation of student learning and outcomes at institu-
tions. ACCSC therefore tightly aligns its student achievement standards to institu-
tional operations and input standards. ACCSC views its graduation rate and em-
ployment rate benchmarks as tools to identify issues, such as inappropriate recruit-
ment, advertising, or admissions practices, and to develop institutional improvement
objectives as a means to enhance institutional and student success. In the area of
student learning and achievement outcomes, ACCSC requires that:

e Student learning outcomes for each program are consistent with the program
objectives and meet any relevant academic, occupational, or regulatory require-
ments;

e Student learning outcomes for each program are aligned with the program’s ob-
jectives, the occupational area of study, and with the level of education intended
(e.g., non-degree, degree, degree level);

e Student learning outcomes for each program reflect the necessary occupational
and academic knowledge, skills, and competencies as applicable;

e The school has a developed and structured process to assess and evaluate the
defined student learning outcomes;

e The school must demonstrate successful student achievement by documenting
through its assessment practices that students are acquiring the knowledge, skills,
and competencies intended by the program objectives; and

e The school must demonstrate successful student achievement by maintaining
acceptable rates of student graduation and employment in the career field for which
the school provided education.3

If students are lured to an institution and induced or encouraged to enroll when
those students may not be a good fit in relation to program objectives, then that
institution will likely have difficulty demonstrating competency achievement by its
students and acceptable rates of graduation and employment. These are the types
of assessment that are key and I have seen, anecdotally, where an institution’s
graduation rates decreased in direct correlation to more aggressive marketing
schemes. In such instances, ACCSC has required an institution to make a showing
of corrective action in a manner that positively affected student achievement out-
comes.

Overall, I am proud of the Commission’s diligence in enforcing its recruitment, ad-
vertising, and admissions standards and while I believe that the unacceptable and
abhorrent activities presented for this hearing are not in evidence for an entire sec-
tor of the higher education community, I am aware that more vigilance among all
accrediting agencies, with regard to all institutions is necessary. To that end,
ACCSC will continue to assess its standards in these areas and look for opportuni-
ties to strengthen its accreditation practices. It is also important that the oversight
of all accreditors through the NACIQI process creates a level playing field and holds
all accreditors accountable to establish and enforce rigorous and effective standards
in the areas of recruitment, advertising, and admissions practices.

2Total enrollment in ACCSC-accredited institutions was 257,954 as of June 30, 2009.
3 Appendix II includes further detail of ACCSC’s student learning and achievement outcomes
standards.
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CONCLUSION

ACCSC believes that its standards represent exemplary practices in the areas of
student recruitment, advertising, admission practices, and student achievement out-
comes measures for the kinds of institutions it accredits. ACCSC also believes that
accreditation has a significant role to play in institutional assessments regarding re-
cruiting, advertising, and admissions practices and believes that all accreditors, re-
gardless of the type of institution accredited, should establish and enforce similar
rigorous standards in these areas. ACCSC’s standards work because they have been
developed in a peer review environment—an environment of for-profit institutions
that are committed to best practices and institutional and student success.
Accreditors can and should continue to be relied upon to establish these standards
in conjunction with their institutions keeping in mind the best interest of students.
Thus, Federal law and regulation should also continue its historical reliance on pro-
fessional accreditors to make the appropriate assessments of its accredited institu-
tions. Accreditors, however, also must be committed to enforcing accountability
measures with their institutions and also must uphold their role in the triad to en-
sure that students are always a paramount consideration of our actions.

APPENDIX I
ACCSC RECRUITING, ADVERTISING, AND ADMISSIONS STANDARDS

Schools must describe themselves to prospective students fully and accurately and
must follow practices that permit prospective students to make informed and consid-
ered enrollment decisions without undue pressure. The school’s recruitment efforts
must attract students who are qualified and likely to complete and benefit from the
training provided by the school and not simply obtain enrollments.

A. Recruitment

Schools must observe ethical practices and procedures in the recruitment of its
students. Ethical practices and procedures include, at a minimum, the following:

1. A school shall use only its employees to conduct student recruiting activities,
except outside the United States, its territories, or its possessions, where a school
may use third-party agents for recruiting.

2. Schools under common ownership may employ a single recruiter.

3(.1A school is prohibited from using employment agencies to recruit prospective
students.

4. A school is responsible to its students and prospective students for the actions
and representations of its recruiters and, therefore, selects recruiters with the ut-
most care and provides adequate training and proper supervision.

5. Each school complies with applicable State laws and regulations on student re-
cruitment.

6. A school that authorizes its recruiters to advertise, to prepare advertising, or
to use promotional materials must approve the materials in advance and accepts
full responsibility for the materials used.

7. A school shall ensure that its recruiters do not make false or misleading state-
ments about the school, its personnel, its training, its services, or its accredited sta-
tus.

8. A school shall not permit its recruiters or other school personnel to recruit pro-
spective students in or near welfare offices, unemployment lines, food stamp centers,
homeless shelters, or other circumstances or settings where such persons cannot
reasonably be expected to make informed and considered enrollment decisions.
Schools may, however, recruit and enroll prospective students at one-stop centers
operated under government auspices, provided that all other recruitment and ad-
missions requirements are met.

9. A school may not make explicit or implicit promises of employment to prospec-
tive students.

10. A school shall not permit the payment of cash or other consideration to any
student or prospective student as an inducement to enroll.

11. A school shall not permit its recruiters to assist prospective students in com-
pleting application forms for financial aid.

12. A school shall not permit its recruiters to become involved in admission test-
ing or admission decisions.

13. The school must be clearly identified in all contacts with prospective students.

14. Cancellation Policies:

(a) Applicants who have not visited the school prior to enrollment will have the
opportunity to withdraw without penalty within 3 business days following either the
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regularly scheduled orientation procedures or following a tour of the school facilities
and inspection of equipment where training and services are provided.

(b) All monies paid by an applicant must be refunded if requested within 3 days
after signing an enrollment agreement and making an initial payment. An applicant
requesting cancellation more than 3 days after signing an enrollment agreement
and making an initial payment, but prior to entering the school, is entitled to a re-
fund of all monies paid minus a registration fee of 15 percent of the contract price
of the program, but in no event may the school retain more than $150.

15. A school must provide the applicant with a receipt for any money collected.

16. A school must provide the applicant with a copy of the completed enrollment
agreement.

17. When engaged in recruiting activities, a recruiter is not permitted to use any
‘(ciitle, such as “counselor,” “advisor,” or “registrar,” or credential that implies other

uties.

18. School personnel do not discredit other schools by: falsely imputing to them
dishonorable conduct, inability to perform contracts, or questionable credit standing;
making other false representations; falsely disparaging the character, nature, qual-
ity, value, or scope of their program of instruction or services; or demeaning their
students.

19. School personnel do not knowingly influence any student to leave another
school or encourage a person to change plans after signing an enrollment application
and paying the registration fee of another school.

B. Catalog

1. A school’s catalog must accurately portray the school; its educational programs,
resources and facilities; and policies and procedures and include, at a minimum, all
items listed on the Catalog Checklist. (See also Section I (D)(6), Substantive Stand-
ards, Standards of Accreditation.)

2. A school’s catalog must be designed and written, to convey an accurate and dig-
nified impression of the school. The catalog’s illustrations, photos, and narrative
must pertain directly to the school and sources of illustrations and photos must be
clearly identified.

3. A school must provide each applicant with a current and complete catalog prior
to signing the enrollment agreement so that each potential student may make an
informed decision relative to the school’s educational programs, institutional poli-
cies, and procedures. A school may provide either a printed and bound copy of the
catalog or a read-only format electronic copy that cannot be altered (e.g., portable
document format (PDF), etc.). In either case, all versions of the catalog must be
identical and students that receive an electronic copy of the catalog must also be
able to receive a printed and bound copy of the catalog upon request.

C. Enrollment Agreement

1.The enrollment agreement must include, at a minimum, all required items list-
ed on the Enrollment Agreement Checklist. (See also Section I (D)(6), Substantive
Standards, Standards of Accreditation.)

2. The enrollment agreement must clearly state the obligations of both the stu-
dent and school.

3. The school must ensure that each applicant is fully informed of the rights, re-
sponsibilities, and obligations of both the student and the school under the enroll-
ment agreement before it is signed by the applicant.

4. A complete enrollment agreement is furnished to the applicant at the time the
applicant signs.

5. No enrollment agreement is binding until it has been signed by the student and
accepted by the appropriate school official. A copy of the fully signed enrollment
agreement is furnished to the student.

D. Advertising and Promotion

1. All advertising and promotional materials are truthful and accurate and avoid
leaving any false, misleading, or exaggerated impressions with respect to the school,
its location, its name, its personnel, its training, its services, and its accredited sta-
tus.

2. A school may use the term “University” in its name only when such use has
been approved by the Commission and appropriate State authorities.

3. The school’s advertising and promotional materials must clearly indicate that
education, and not employment, is being offered. No overt or implied claim or guar-
antee of individual employment is made at any time.

4. A school may not use the Employment or Help Wanted classifieds for any form
of student recruitment.
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5. Endorsements used in school catalogs, literature or advertising are used only
with the written consent of the authors and are kept on file and subject to inspec-
tion. Such endorsements are used only when they are a bona fide expression of the
author’s opinions and are strictly factual and portray currently correct conditions or
facts. Under no circumstances may currently enrolled students provide endorse-
ments on behalf of the school.

6. School literature and advertisements may not quote salaries for an occupation
unless they also accurately indicate the normal range or starting salaries in the oc-
cupation for which training is provided and include the source of this information.

7. Scholarships are not used as a recruiting device.

8. A school may use the term “accredited” only if it indicates by what agency or
organization it is accredited. Publication of accreditation must comply with the Ad-
vertising of Accredited Status form.

9. Advertising of financial aid includes an eligibility phrase (e.g., financial aid
available for those who qualify).

10. A school may describe in its catalog, advertise, or promote new programs, sub-
stantive changes, or degree programs only after receiving Commission approval.

ADMISSION POLICIES AND PRACTICES

Schools may only admit those students who are capable of successfully completing
the training offered. Admission decisions must be based on fair, effective, and con-
sistently applied criteria that enable the school to make an informed judgment as
to an applicant’s ability to achieve the program’s objectives.

A. General Requirements

1. The school must inform, prior to admission, each applicant for enrollment of
the program’s admission requirements, process, and procedures; the nature of the
training and education provided; and the program’s responsibilities and demands.

2. The school must:

(a) Consistently and fairly apply its admission requirements;

(b) Determine that applicants admitted meet such requirements and are capable
of benefiting from the training offered;

(c) Determine that applicants rejected did not meet such requirements;

(d) Ensure that each applicant admitted has the proper qualifications to complete
the training; and

(e) Secure documentation to demonstrate that each applicant meets all admission
requirements.

3. Documentation must exist, covering the last 5 years, that demonstrates that
admission requirements have been met or explains the basis for any denial of ad-
mission.

4. The school determines that each applicant has no disabilities, physical or other-
wise, that would prevent use of the knowledge or skill gained from the training of-
fered for successful on-the-job performance after completion of the training.

5. No school denies admission or discriminates against students enrolled at the
school on the basis of race, creed, color, sex, age, disability, or national origin.
Schools must reasonably accommodate applicants and students with disabilities to
the extent required by applicable law.

6. Schools may not accept any enrollment from a person of compulsory school age
or a person attending a school at the secondary level, unless it has established
through contact with properly responsible parties that pursuit of the training will
not be detrimental to the student’s regular school work.

7. The Commission, at its discretion, may require a school to conduct a study to
document the effectiveness of its admission requirements for all students.

B. Non-Degree Programs

If the school enrolls a person who does not possess a high school diploma or recog-
nized equivalency certificate (non-degree programs only):

1. The determination of the applicant’s ability to benefit from the training offered
must be confirmed by documentation of the applicant’s achievement of an approved
score on a test or tests that have been reviewed by a qualified, independent third
party for appropriateness of the instrument and specific score levels required for ad-
mission.

2. The acceptable score ensures that students will benefit from the training pro-
vided and that a substantial number of students will complete the training and be
employed in the field for which training was provided.
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C. Degree Programs—Undergraduate

The school must use appropriate techniques to assess whether applicants have the
skills and competencies to benefit from the training provided at the undergraduate
level. Students admitted to associate or baccalaureate degree programs must have
earned at least a high school diploma or recognized equivalency certificate prior to
starting class.

D. Degree Programs—Graduate

1. The school must use appropriate techniques to assess whether applicants have
the skills and competencies to benefit from the training provided at the graduate
level. A student admitted to a master’s degree program must possess an earned bac-
calaureate degree from a recognized higher-education institution (e.g., accredited by
an agency recognized by the U.S. Department of Education or the equivalent). All
admission criteria, to include evidence of an earned baccalaureate degree, must be
met prior to matriculation.

2. For graduate level courses or master’s degree programs, standardized or na-
tional examinations may be required (e.g., GRE or GMAT). The school may utilize
other entrance tests that have been reviewed by a qualified, independent third party
for appropriateness of the instrument and specific score levels required for admis-
sion. In any case, the school must disclose the type and nature of examination and
the acceptable score and/or range of scores applicants must receive to be admitted.

E. ESL Programs

1. Students enrolled in ESL programs must meet all other admission require-
ments applicable to students enrolled in the school’s career or occupational pro-
grams, which may be established through testing in the student’s native language.
During the enrollment process, adequate translation resources must be available to
assist students in their comprehension of the process and all program requirements.

2. The school must demonstrate that, with appropriate teaching, the students en-
rolled in front-loaded and integrated ESL programs can qualify for specialized train-
ing or continue their occupational education.

3. The school must demonstrate that students enrolled in stand-alone ESL pro-
grams possess job skills, as evidenced by documentation of credentials or test scores,
and that proficiency in English is needed by the student in order to obtain employ-
ment in the field for which trained. The school must also document that students
enrolling in a stand-alone program have previously obtained occupational licensure
or document that the students possess educational experience that is sufficient to
obtain a job in the field for which trained.

APPENDIX II
ACCSC STUDENT LEARNING AND ACHIEVEMENT STANDARDS

Student learning outcomes for each program are consistent with the program ob-
jectives defined by the institution’s program design and development process and
meet any relevant academic, occupational, or regulatory requirements (Section VII
(A)(1)(a), Substantive Standards, Standards of Accreditation).

Student learning outcomes for each program are aligned with the program’s objec-
tives, the occupational area of study, and with the level of education intended (e.g.,
non-degree, degree, degree level) (Section VII (A)(1)(b), Substantive Standards,
Standards of Accreditation).

Student learning outcomes for each program reflect the necessary occupational
and academic knowledge, skills, and competencies as applicable (Section VII
(A)(1)(c), Substantive Standards, Standards of Accreditation).

The school has a developed and structured process to assess and evaluate the de-
fined student learning outcomes of the education and training and established com-
petencies (e.g., the application of knowledge and skills to the standard of perform-
ance articulated in the program objectives and as expected in the workplace). This
process may include a variety and combination of methods such as grading, portfolio
assessment, and criterion referenced testing based on developed and appropriate ru-
brics (Section VII (A)(2)(a), Substantive Standards, Standards of Accreditation).

The school demonstrates successful student achievement by documenting through
its assessment practices that students are acquiring the knowledge, skills, and com-
petencies intended by the program objectives (Section VII (B)(1)(a), Substantive
Standards, Standards of Accreditation).

The school demonstrates successful student achievement by maintaining accept-
able rates of student graduation and employment in the career field for which the
school provided education. The school supports these rates through student tran-
scripts, the school’s verifiable records of initial employment of its graduates, or other
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verifiable documentation (Section VII (B)(1)(b), Substantive Standards, Standards of

Accreditation).
ACCSC STUDENT ACHIEVEMENT BENCHMARKS
Established Benchmark Graduation Rates
Average rates of Established
graduation
Program length demonstrates gt;,?fﬁgg b?;gﬂg{?gﬁ
in months acceptable student g *
achievement [In percent] rates
[In percent] [In percent]
1-3 92 8 84
1-6 82 13 69
7-9 69 14 55
10-12 69 15 54
13-15 61 16 45
16-18 59 17 42
19-24 56 20 36
25-35 55 22 33
36+ 47 15 32
*|f a school reports a lower graduation rate for a program, that program will be subject to additional monitoring or reporting as deemed
appropriate.
Established Benchmark Employment Rate
Average rate of
employment Established
demonstrg‘tes g};,?:t?ég blenchmark
acceptable employment rate*
student achievement [In percent] [In"percent]
[In percent]
All Programs 82 12 70

*If a school reports a lower employment rate for a program, that program will be subject to additional monitoring or reporting as deemed
appropriate.

The CHAIRMAN. Thank you very much, Dr. McComis. Now Mr.
Pruyn, welcome. Please proceed.

STATEMENT OF JOSHUA PRUYN, FORMER ADMISSIONS
REPRESENTATIVE, ALTA COLLEGE, INC., DENVER, CO

Mr. PrRUYN. Thank you for inviting me today and for conducting
hearings on this issue. My name is Joshua Pruyn. I'm a former ad-
missions representative for, as Senator Mikulski might have re-
ferred, a bounty hunter for Westwood College. Westwood is a for-
profit school with 17 campuses around the country, an online divi-
sion, which is where I worked. I applied to be an admissions rep-
resentative at Westwood, because of my experience with my college
hockey team.

As captain of the team, I would talk with prospective students
about the team and the university. I got satisfaction on the experi-
ence and thought I'd feel the same about my role as an admissions
representative when I accepted the position at Westwood in No-
vember 2007.

It didn’t take long before I realized my new job was essentially
a sales job. During training, admissions representatives learned
sales techniques, a seven step sales process in the cookie close. We
were given a script that told us to tell potential students that they
can go and get accepted into Westwood by interviewing with and
securing a recommendation from an admissions representative.
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In reality, there’s no recommendation process and no standard
for enrollment into Westwood. The interview process, which is the
psychological game to enroll students.

I finished the training, feeling ill prepared in my knowledge
about the programs, the classes, the instructors, and the support
systems the school offered.

After my initial training, the real training on the boiler room
sales floor began. Prospective students are referred to as leads. I
remember talking to one student shortly after he requested infor-
mation. When I called him the very next day, he said he was put
off by the whole experience because he received 34 voice messages
from various online schools attempting to recruit him, which
doesn’t stop just after 1 day.

In the location where I worked, there are well over 100 admis-
sions representatives divided into about 10 teams. The directors
keep the teams in constant competition for prizes with one another.
Every time a team signed up a student, they’d set off their signa-
ture sound effect, bang a drum, ring a bell, or blow a whistle. An
email was also sent out to the entire admissions department to an-
nounce their latest enrollment. All of this was designed to keep the
energy high and the phones dialing.

In addition to the hyped up atmosphere, representatives were
also kept motivated by the promise of rewards. Each representative
had a quota of two students to enroll per week. An enrollment was
nothing more than a completed and electronically signed applica-
tion. Individual enrollments could be paid time off or gift cards. In
a successful year, the top representatives, an all expenses paid trip
to Cancun.

Most importantly, each term, representatives needed to return at
least six of their enrollments into starts. A start consisted of a stu-
dent who completed all of their financial aid requirements and at-
tended classes for the first 14 days. Fourteen was the magic num-
ber. I was told after 14 days, Westwood could keep the student’s
Federal financial aid money, even if the student dropped out.

It was this start number that determined salary and promotions.
It was all about the numbers. With high numbers, the most suc-
ceTsful representatives could earn about three times their starting
salary.

The emphasis on starts was brought home for me when I en-
rolled a student named Jeffrey. In Jeffrey’s 13th day of school, he
was called up from the Army Reserves into active duty. He called
me to tell me he withdrew from college. I spoke to him and deter-
mined he was unable to attend school. I told my director and she
was furious. On her orders, I spoke to Jeffrey again and reached
the same conclusion.

My assistant director and then my director both called Jeffrey
and was pushing him to stay enrolled. She wasn’t willing to lose
this start, despite the fact that it was clearly in Jeffrey’s best inter-
est to withdraw before he was on the hook for his student loans.

I was disgusted by such a flagrant disregard for the student, es-
pecially someone who’s called on to serve in the military. Deception
was built into the admissions department. To avoid reviewing the
full $75,000 price tag for the online bachelors degree, some rep-
resentatives would simply lie about the total cost. I overheard rep-
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resentatives say the final cost of education at Westwood was less
than half the actual price.

More often, representatives would tell the students the per term
cost of approximately $4,800. And the student incorrectly assumed
there were two or three terms per year, like most traditional col-
leges. There was actually five terms per year.

I constantly overheard representatives promise that Federal
grants would cover almost the entire cost of education and even
make up or cite misleading salary information.

To my knowledge, none of these lies were ever discouraged. And
at times, they were even encouraged. The most appalling example
I can think of was when my assistant director of admissions on my
team was presented with a best liar award at a team celebration.
In training, we were told that from the student’s perspective,
there’s no significant difference between national and regional ac-
creditation. I started investigating and discovered there’s actually
a big difference.

Not only was there a higher standard of education for regionally
accredited schools, but there’s also a huge issue with transferring
credits. Yet for months, I'd worked under the impression that there
WaSﬁ’t much difference between national and regional accreditation
at all.

One last example where students were often misled had to do
with Westwood’s internal loans program, which we called Student
Supplemental Financing, which is basically a private loan from a
college that we were told not to call a loan.

We were told to tell students if their financial aid didn’t cover
all the costs, Westwood would step in to help. Representatives told
students all they’d have to do to cover the balance was pay a max-
imum of $150 a month while they’re in school.

Probably when I began enrolling more students, a financial aid
advisor eventually told me more about that loan. I was told that
monthly payments hardly put a dent in the amount a student
owed, and that the students would have to pay 12 percent on what
they owed after graduation.

I had no plan to quit Westwood as I drove to work on what be-
came my last day. Sitting at my phone, I just finally accepted that
I could no longer tell myself it was possible to work for Westwood
and consider myself to be working within any degree of ethical
standard.

When I left, I had no expectation or reasonable prospect for find-
ing another job quickly. I didn’t really think about that. I just
thought about how naive I'd been, hoping to help students make
a better future for themselves through college.

Instead, I left fearing the students I enrolled would end up with
a mountain of debt, and little or nothing to show for it.

Thank you.

[The prepared statement of Mr. Pruyn follows:]

PREPARED STATEMENT OF JOSHUA PRUYN

Thank you for inviting me today and for conducting hearings on this issue.

My name is Joshua Pruyn. I'm a former admissions representative of Westwood
College. Westwood is a for-profit school with 17 campuses around the country and
an online division, which is the division I worked for. The parent company for
Westwood College Online is Alta Colleges, Inc.
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I applied for the admissions representative position at Westwood because of my
experience with my college hockey team. As captain of the team, I would periodi-
cally speak with prospective students about the team and the university. I got satis-
faction out of this experience, and I anticipated that I would feel the same in my
role as an admissions representative when I accepted the position at Westwood in
November 2007.

I remember the training for the position. It was essentially training for a sales
job. We learned sales techniques such as “the seven-step sales process” and “the
cookie close.” We were told how enrolling a student was a psychological game. We
were given a script that told us to tell potential students they could only be accepted
into Westwood by interviewing with and securing a recommendation from an admis-
sions representative. In reality, that was not true. There was no recommendation
process and absolutely no standard for enrollment into Westwood. A student only
needed a high school diploma or GED and $100 for the application fee. During the
interview, we were taught to portray ourselves as advisors looking out for the stu-
dents’ best interests and ensuring they were a good fit for the school. This fake
interview would allow the representative to ask students questions to uncover a stu-
dent’s motivators and pain points—their hopes, fears, and insecurities—all of which
would later be used to pressure a student to enroll. For example, if a lead told you
they wanted to go to school because they hated their minimum wage job as a cash-
ier, we were taught how to remind the lead of the dead-end job if he or she later
declined to enroll.

I remember finishing the training feeling ill-prepared in my knowledge about the
programs, the classes, the instructors, and the support systems the school offered.
I did, however, learn a lot about sales tactics.

After the official training, my real training on the boiler-room sales floor began.
Prospective students were referred to as “leads.” Leads came mostly from the Inter-
net. Sometimes the student wouldn’t even know their information was sent to
Westwood. They may have just registered with a job Web site or contest that auto-
matically sold their information. The lead’s phone number and other personal infor-
mation would immediately appear on our desk. We were urged to rush and call the
students immediately, because quite a few other schools would get the same infor-
mation and were also trying to call them right away. I remember talking to one stu-
dent for more than an hour shortly after he requested information. When I called
him the next day, he said he was put off by the whole experience because he re-
ceived 34 voice messages from various online schools attempting to recruit him. This
doesl?’t stop after just 1 day. We’d continue to call leads several times a day for 2
weeks.

In the location where I worked there were well over 100 admissions representa-
tives divided into about 10 teams. Each team had a name, like “the drivers” or “so-
pranos.” Teams consisted of 10-15 reps and were supervised by a director of admis-
sions and one or two assistant directors. The directors kept the teams in constant
competition with one another. At any given time, multiple contests for gift-cards,
paid time-off and other incentives were offered in order to motivate representatives
to enroll as many students as possible. Every time a team signed up a student, they
would set off their signature sound effect—bang a drum, ring a bell, or blow a whis-
tle. An email was sent out to the entire admissions department to announce our lat-
est enrollment—all of this was designed to keep the energy high and the phones
dialing.

I remember one email in particular (which has been provided to you). It was sent
out after a sales representative signed up his second student of the day. A picture
showed gangsters hanging out a car window with assault weapons. The comment

illustrates, many recruiters looked at students as just another target to nail to help
meet their quotas. And that attitude was not isolated. It was part of the corporate
culture. I was taken aback by the general disdain for prospective students. They
were often characterized and described among admissions staff as stupid, lazy, and
generally unaware of what was in their own best interest.

In addition to the hyped-up atmosphere, representatives were also kept motivated
by the promise of rewards. Each representative had a quota of two students to en-
roll per week. An “enrollment” was nothing more than a completed and electroni-
cally-signed application. Individual enrollments could mean paid time-off or gift
cards, and when I was there, a successful year earned the top representatives an
all-expenses-paid trip to Cancun. Most importantly, each term representatives need-
ed to turn at least six of those enrollments into “starts.” A start consisted of a stu-
dent who completed all of their financial aid requirements and attended classes for
2 weeks. I was told that after 2 weeks Westwood could keep the student’s Federal
financial aid money, even if the student dropped out. It was the start that deter-



85

mined most rewards including salary and promotions. It was all about the numbers.
With high numbers, the most successful representatives could earn about three
times their starting salary.

But rewards were not the end of the story. If a representative was not meeting
their numbers, supervisors would apply constant pressure. If you fell behind in your
enrollments or start quotas you’d be expected to make at least 150 calls a day if
you didn’t want to be harassed and threatened by your supervisor. If my super-
visor’s monitoring system showed me slowing down on calls for a few minutes, I'd
receive an email with a computer screen shot showing my inactivity. When I strug-
gled to enroll students, I received more and more direct coaching. I was told to rep-
licate how various representatives talked about financial aid or generated excite-
ment for a program. The representatives I was told to emulate would exaggerate
expected salary data, present misleading tuition information, and fabricate the cre-
dentials of faculty members. Of course, at the same time I was being constantly re-
minded that my job was on the line if I didn’t hit the quotas, whether through hints,
blunt statements, or the sudden absence of a co-worker.

Not surprisingly, this type of environment led to abuse. To avoid revealing the
full $75,000 price tag for a bachelor’s degree, some representatives would simply lie
about the total cost. I overheard representatives say the final cost of the education
at Westwood was less than half the actual price. More commonly, representatives
would tell students the per term cost of approximately $4,800 and let the student
incorrectly assume there were two or three terms per year, like most traditional col-
leges. There were actually five terms each year. I also overheard representatives
promise that Federal grants would cover almost their entire education. They’d make
up or cite misleading salary information, leading potential students to believe that
they could leave Westwood Online with a job that pays over $100,000 and at their
choice of employer. There simply were no boundaries. The most troubling part about
the job was that, to my knowledge, none of these lies were ever discouraged. I
worked on two different teams and under three different directors of admissions.
Our supervisors recorded every call and listened to many of them, but not once did
I witness any supervisor step in to discourage any of the lies or deceptive state-
ments. In fact, lying was often implicitly or explicitly encouraged. The most appall-
ing example was when the assistant director of admissions on my team was pre-
sented with a “Best Liar” award at a team celebration.

For months, I was able to convince myself that I wasn’t like my supervisors, or
any one of the majority of representatives who lied and deceived prospective stu-
dents and mastered the art of pushing on pain points and emotional triggers to
pressure students into attending school, regardless of what was in their best inter-
est. But, eventually, all the coaching I received started working, and I began enroll-
ing more students. I was becoming a better salesman. I was taken off probation.
My job was now safe, because, as my supervisor put it, I was “fulfilling my poten-
tial.” And I continued to convince myself I could work this job ethically.

Sadly, when I started to see how students were treated after enrollment, I became
even more disillusioned with the company I worked for. I learned that the lies don’t
stop at enrollment. The next important thing was to make sure that students didn’t
drop out—at least during the first 14 days of classes. Fourteen was the magic num-
ber. After a student attended for 14 days, the school was allowed to keep any finan-
cial aid it received as a result of enrolling that student. I remember one particular
student I enrolled named Jeffrey. He was in the Army Reserves. On Jeffrey’s 13th
day of school, he was called up from the Army Reserves to active duty to serve as
a drill sergeant, so he called in to withdraw from school. I spoke to him and deter-
mined he was completely unable to attend and succeed in school. I told my director,
and she was furious. She ordered me to call him back. I spoke to Jeffrey again for
more than an hour and reached the same conclusion. My director then had my as-
sistant director call Jeffrey and, not surprisingly, he reached the same conclusion:
Jeffrey was simply unable to go to school with his schedule. But my director still
wasn’t satisfied. She called him and tried to pressure him for yet another hour. I
remember her saying she might even have my executive director call. Jeffrey was
just 1 day away from the deadline, and she wasn’t willing to lose the “start” regard-
less of the fact that it was clearly in his best interest to withdraw before he was
on the hook for his Federal loans. I was disgusted by such a flagrant disregard for
the student and a member of the military.

The more I learned about the school’s programs and operations, the more it be-
came clear that it wasn’t just a few rogue representatives under pressure lying to
students. It was institutional, systematic and often hidden from the representatives
themselves, who often didn’t realize the information they shared with students was
not true. Three examples in particular stand out in my memory.
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In training we were told that, from the student’s perspective, there was no signifi-
cant difference between national and regional accreditation. When Westwood an-
nounced they had applied for regional accreditation, I started investigating and dis-
covered there was a big difference. Not only was there a higher standard of edu-
cation for regionally accredited schools, but there was also the huge issue of trans-
ferring credits. Since Westwood was not regionally accredited, most traditional
schools would not accept the school’s credits or allow students to pursue an ad-
vanced degree. This meant that most Westwood students would not be able to trans-
fer their credits to other colleges. Yet, for months I worked under the impression
there wasn’t much difference between regional and national accreditation.

A second falsehood that started in training was the fictitious but impressive
sounding credentials of Westwood College’s gaming programs. They were the
school’s most popular programs, the easiest to get students excited about, and the
“most prestigious.” Representatives often referred to Westwood as the “Harvard” of
gaming schools. Virtually every representative, encouraged by supervisors and rein-
forced by training, would tell students about the endorsements the gaming pro-
grams received from respected companies in the industry, the sterling credentials
of the faculty, and the promising prospects for a graduate with a gaming degree
from Westwood. But as I found out, the endorsements did not exist. The credentials
were fabricated, and the prospects were dim for graduates. When I spoke with the
career center, which was supposed to help students with job placement, I learned
they only had a small staff of two or three, compared to the 200-plus admissions
representatives. It didn’t seem like the school was equipped to provide the incredible
career assistance we had been promising students. Even more disturbing, I was told
the two gaming programs had only been around for about 3 years. And in fact, we
didn’t have any graduates working for the major gaming companies at all. In re-
ality, we only had three students total who had graduated from our gaming pro-
grams. I found out that of the three graduates, one had an interview with a gaming
company, one was unemployed and the other was working as a truck driver.

One last example where students were often misled had to do with Westwood’s
internal loan program, which we called “student supplemental financing.” It was ba-
sically a private loan from the college that we were told not to call a loan. We were
told to tell students that if their financial aid didn’t cover all their costs, Westwood
would step in to “help.” Representatives told students all they would have to do to
cover the balance was pay $150 a month while they were in school. However, when
I began enrolling more students, a financial aid advisor eventually told me more
about the loan. I learned that the monthly payments hardly put a dent in the
amount a student owed. It was only a couple of weeks before I left Westwood when
I learned students would have to pay an oppressively high interest rate of 12 per-
cent on what they owed after graduation.

I began to realize that many of the things I accepted and told people on the phone
about Westwood were based on falsehoods. I had graduated magna cum laude from
my college, and yet I proved to be embarrassingly naive, foolish and trusting about
the school. I started wondering how a student was supposed to navigate through
these tricky waters. How could they be expected to know they were being misled?

I quit my job at Westwood on a Monday morning. I had no plan to quit as I drove
to work that day. But I came across a quote by Hannah Arendt that I had slipped
under my keyboard months earlier while thinking of one of my supervisors—some-
one who I thought was a fairly likeable guy but didn’t seem to have any sense of
morality. As I read that quote about how evil isn’t conducted by people who are per-
verted or sadistic, but by people who are terrifyingly normal, I started admitting
things to myself that I'd been avoiding for almost 6 months. I accepted that I could
no longer tell myself that it was possible to work for Westwood and consider myself
to be working within any degree of ethical standards. That Monday morning, I
walked out of the building and never returned.

When I left I had no expectation or reasonable prospect for finding another job
quickly. I didn’t really think about that. I just thought about how naive I was when
I applied for the job—hoping to help students make a better future for themselves
through college. Instead, I left fearing the students I enrolled would end up with
a mountain of debt and little or nothing to show for it.
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Attachments—Westwood Online Admissions Department Emails
Attachment 1

FW: R

Subject: Are you r for s basebali????

From: _ westwood.edu>

Date: Mon, 24 Mar 2008 14:34:11 -0600

To: "WOLCRAdmissions” <WOLCRAdmissions@westwood.edu>, "WOLCOS" <WOLCOS@westwood.edu>
Batter up,

Champions we have an exciting challenge for those of you that
step up to the plate and hit the home run.

The April start is around the corner and the last day to write
business is April 6th. Our budget is to start 300 students and
we only have 332 gross volume now. Now's the time to write
many more quality students, work on transfer-ins and have a
fantastic start ratfe.

So, in order to kick up some dust, any rep with 4+ starts
in April and a 45%+ start rate will be invited To a Rockie's

game in April or May.

So it's root, root, root for the Champions, if we don't win it's a
shame, so it's FAA, Orientation, and POG, to win the gamelll

31172009 11:11 AM



88

Howdy Champions!

We're havin' a Round Up!!!’mﬁ

-4 During the next 2 weeks we heed to lasso 600
¥ more quality May enrollments. That's just 300 this week
and 300 next week.

So Saddle up and hit the trail for our May Enroliment Drive
Challenge that will go until May 3rd.

I know its hard work riding the trail, so like any good
round up, we're fixin' to have a BBQ to celebrate
bringing all those enrollments home.

So, grab your hat, put on your boots and round up
those enrollments.
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Attachment 2

Fw: wowting|

Date: Thu, 3 Apr 2008 11:31:08 -0600
To: "wold800" <wold800@westwood.edu>, "WOLCRAdmissions" <WOLCRAdmissions@westwood.edu>

Everyone Hit the DECK

unny

A Drive BY JUST Occurred!

Thanks to SNNG—GG.

112009 11:42 AM
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Attachment 3

RE: ADA Challenge

Subject: RE: ADA Challenge
From: #@wcstwmd.edp
Date: Mon, 3 | Mar2008 13:41:36 -0600

To: . j@westwood cdu>, CNNNNNEENINNNNS @ v cstwocd.cdu>) ’
@westwood.edu>, "WOLCRAdmissions" <WOLCRAdmissions@westwood.edu>

We are all ready for this......

Admissions Representative
Westwood}College Online
Direct:(303)4 1NN

Toll Free(877)817-9523 Ext I

3/11/2009 11:48 AM
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RE: ADA Challenge

Fax:303)99 1R

From;,

Sent: Monday, March 31, 2008 1:27 PM

To: Steve Moore; Manuel Martinez; WOLCRAdmissions
Subject: RE: ADA Challenge

We're ready... Jet’s do this!!!

Froi

Sent: Monday, March 31, 2008 11:38 AM
To:* WOLCRAdmissions
Subjeet: RE: ADA Challenge

3/1172009 11:48 AM
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RE: ADA Chalfcnge

end of being one prize. Which onewill it be??? YOU control the outcome!!

rron WY
Sent: Monday, Marc! ,2008 11:14 AM
-

To:j WOLCRAdmissions
Subject: ADA Challenge

The ADA Challenge

The ADA ’s would like for formally challenge each and every team at Church Ranch. They believe that they
can collectively write more apps than any other team this week.

At stake:

Pride & food : 1fthe ADA 's win ~ their next ADA meeting will include dinner and drinks

Or

Humiliation : Ifthe ADA s lose — they have to sing a song (TBD) in front of the rest of CR Admissions

3/11/2009 11:48 AM



93

RE: ADA Challenge

Time frame:

This week

To make it fair:

The contest will be based on productivity per rep not overall apps

M i'i be kecping tally — thanks SR

Remember — only ONE team needs to beat the ADA *s — which tecam will it be? (and what song do you want
them to sing?)

C—

Director of Admissions

Westwood College Online

Direct: (720) 887-8852

Toll free: §77-817-9525 x_
Fax: (720) 208\

email: Bwestwood.edu

www.westwoodonline.edu

3/11/2009 11:48 AM



Attachment 4

From:
Sent:
To:
Subject:

Follow Up Flag: Faoliow up
Flag Status: Flagged

| thought this was the Westwood bus.....
EMPIRE AT 10

From !

Sent: Thursday‘,‘Aprll 17, 2008 1:51 PM

Subject: Westwood Be back Bus

pa—
w—
w—
o
-
———
—
——
—
—
w——
-
—

Sopranos just got a hit!!!!
We’'re all on board!
Who else is getting on the bus?
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hank

Enroliment Support Specialist
Westwood College Online

WWW.

Fax: 1-8

Hours: Monday, Tuesday, Friday 8am-5pm MST
Wednesday, Thursday 11am-8pm MST

Important Numbers For Financial Aid
Financiat Ald Fax Number 1-866-617-9530
Financial Aid Email fawcl@westwood.edu

You can also contact:

W support specialist hotline:

The CHAIRMAN. Thank you, Mr. Pruyn. Senator Enzi has to leave
to go to the White House. I'm going to yield to him first for ques-
tions.

Senator ENZI. Thank you, Mr. Chairman. I appreciate that. And
I'd also ask permission to put a series of charts of information that
we gathered on schools and dropout rates in the record.

The CHAIRMAN. OK. Do we have them?

Senator ENzI. I don’t think so. I just got this, so.

The CHAIRMAN. They’re without

Senator ENzI. Yes. I'll begin with Mr. Hawkins. What discipli-
nary actions would the National Association of College Admission
Counseling take if one of its members was found to be engaging in
a type of behavior revealed by the GAO investigation?
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Mr. HAWKINS. Typically, our enforcement is that we could, if our
internal admission practices committee found that there was a vio-
lation, could censure the member who was in violation. If it was
a violation of our ethical principles, could censure them and pro-
hibit them from participating in certain programs, pending a
change in the practices or if they deemed it appropriate according
to our bylaws, could expel the institution from membership.

Senator ENzI. OK. Now the GAO investigation shows admissions
representatives refusing to allow perspective students the oppor-
tunity to speak with the financial aid office, how does that differ
from admission counseling practices at public and nonprofit
schools? Are there legitimate reasons why a school would not pro-
vide access to financial aid offices to the students who've either ap-
plied, neither applied nor enrolled?

Mr. HAWKINS. I can’t think of a reason why an admission officer
at a not-for-profit college would not let a prospective student talk
to someone in the financial aid office. If no one was in the financial
aid office that day would be one thing, but our standard practice
for our institutions is to allow students to ask the kinds of ques-
tions that they feel they need about financial aid. And many admis-
sion officers are prepared to answer those questions. And if they
can’t, again, standard practice is to walk them over to the financial
aid office.

Senator ENzI. OK, thank you. What role do the incentive com-
pensation safe harbors play in encouraging the behavior revealed
in that GAO investigation? How will the department’s proposed
elimination of the safe harbors impact recruiting practices at for-
profit schools?

Mr. HAWKINS. The safe harbors carved out a number of excep-
tions to the original incentive compensation ban. And in our asso-
ciation’s opinion, each one of those safe harbors chipped away at
the law’s ability to be enforced. So the first safe harbor is the one
I think is probably the most to blame here. And that is that they
poked a little hole in the statute by saying you couldn’t base the
salary solely on the number of students enrolled.

So if you put some minimal evaluatory criteria out for 10 percent
of the—or whatever percent you want to call it—of the admission
officer’s salary, you could base the other 90 percent on whether
they enrolled the student or not. That is essentially commission
sales. And that is what Congress sought to outlaw in 1992.

To answer the second question, I feel like the department’s pro-
posed rule that would eliminate the safe harbors would really put
the teeth back into that statute, and in our opinion, would go a
long way toward providing enforceability. And a number of you
have mentioned enforceability and how the department can do
that. I think this puts the teeth back into it. And combined with
greater oversight, it would really tighten things up.

Senator ENzI. Thank you. Mr. McComis, what role do a school’s
recruiting practices have in the accreditation process? Is there any?

Mr. McCowmis. Senator, as I outlined in my written and oral tes-
timony, we have several standards that address recruiting, adver-
tising, and admissions practices.

The goal of those standards is to ensure that the activities that
are engaged in by institutions lead to fully informed students, who
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are able to make enrollment decisions without any pressure, and
that they are fully informed before they choose to do so. And it’s
something that we look at very closely.

Senator ENzZI. What actions would the ACCSC take if one of the
schools it accredited was found to be engaging in the behavior that
was revealed in the videos that we saw in that GAO investigation?

Mr. McCowmis. Clearly, based upon the information that was pre-
sented there, I'm confident that our board would go into a full in-
vestigatory process to try and find out from the institution what
were the specific instances and occurrences that went with that.
And there are a range of actions that the commission can take with
regard to findings. And they range with the severity of the actions.
So some of the issues that were presented in the GAO report are
certainly more severe than others, particularly with regard to
fraud. And the commission has actions ranging from sanctions on
programs, up to revocation of accreditation.

Senator ENzI. Thank you. And Mr. Chairman, I thank you for
letting me go first so that I can make it to the White House. I ap-
preciate it. I yield.

The CHAIRMAN. Thanks, Senator Enzi. Mr. Hawkins, in your tes-
timony—both written, which I read last night and perused again
this morning, but also in your verbal presentation—I made note of
the fact that you said that there’s enough evidence to suggest that
compensating admissions officers based on the number of students
enrolled is standard practice. First of all, why do you think that?
And what’s wrong with that? What’s wrong with paying people an
incentive for enrolling low-income students?

Mr. HAWKINS. Mr. Chairman, to answer your first question, since
the safe harbors have been passed, we've been collecting stories
that are readily available in news accounts, State, Federal regu-
latory actions, and in lawsuits that have proceeded through the
courts. We have in our written testimony 10 pages of bullet sum-
maries of this kind of evidence. Combined with what we saw from
the GAO today, there’s no doubt in my mind that because of the
safe harbors, and because of what we see in front of us, there is
a preponderance of evidence, in fact, that this practice is pervasive,
that it’s not one or two rogue people here and there, that this is
in fact industry practice.

And of course, the question that I ask is how much more evi-
dence do we need? How many more students are going to have to
go through this for us to take some action? So all of that leads me
to believe that this is a standard practice.

To answer your second question, we feel strongly that whenever
you reduce the basis for compensation for admission officers to a
simple commission, you are effectively boiling the students inter-
ests out of the equation. Our principles for practice suggest that
there is a significant need for counseling. When it comes to low-
income students, that need for counseling has never been greater.
And that when you do not provide that counseling, the students are
starting off at a disadvantage. And worse yet, when you give them
n}llisinformation, you are really, really stacking the deck against
them.

So we feel very strongly that admission officers should not be
compensated based on the commission.
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The CHAIRMAN. Thank you very much, Mr. Hawkins. Mr. Pruyn,
a couple of preliminary questions. I understand there is a lawsuit
by Westwood students being handled by a Florida law firm. Are
you personally suing Westwood or seeking money from the school?

Mr. PRUYN. I’'m not, no. After I left Westwood, I had obvious eth-
ical concerns about them and reached out to a friend of mine, who’s
a freelance journalist. And during the course of his research, had
uncovered a law firm that was investigating the school. And
through him, they had contacted me, but I'm not suing Westwood,
and nor do I have plans to.

The CHAIRMAN. If you left Westwood 2 years ago, why are you
willing to take the time off of work and from your life to come and
tell us about your experiences?

Mr. PRUYN. I would say that it’s a minor inconvenience to try to
help inform people about what goes on there. I mean, it’s so egre-
gious. And personally—I graduated from my undergraduate college
with a lot of student debt. So I have a firsthand experience with
that. And I guess it makes me a little bit more acute to what it
can actually do to a student who graduates with significant student
debt. And so, I think it’s obviously something that needs to be ad-
dressed.

The CHAIRMAN. Mr. Pruyn, we hear a lot of rhetoric about bad
recruiting practices being asked of rogue recruiters, the sort of bad
apples. Did you ever hear other recruiters say misleading or inap-
propriate things? And what was the disciplinary policy? Was there
any reprimand or discipline for an employee who lied to a student
on the phone?

Mr. PRUYN. I never once witnessed anybody be reprimanded or
disciplined at all. And supervisors monitored a lot of calls. Every-
one was recorded. And you’d match up with your supervisor at
least once or twice a week to go over calls and so forth.

And we've also, I mean, it’s very much in the open. I remember
one person in particular who in my mind was probably the most
rogue of anybody, who'd just stand up, and who’s very loud, and
would just spout off whatever came into his head. He'd tell stu-
dents they could make over $100,000 at their choice of a video
game company after they graduated.

And he would do this and everybody would hear him. But as far
as I know, he’s never been disciplined, because he never stopped.

The CHAIRMAN. Again, 'm reading some of the feedback from
some of the for-profit schools and their representatives, who are
saying that basically we have 200,000 people that work in this in-
dustry. Of course there’s going to be a few out there that do these
bad things. So it gets to the issue of, is this coming from the em-
ployees or is this something that’s coming from the top down?
What do you think? Is it just a few bad managers out there? Or
is this something higher up coming down through the system
itself?

Mr. PRUYN. There’s certainly a range of ethics among admissions
representatives. There’s certainly ones that try to do a good job and
are ethical. And there’s certainly ones that don’t seem to care.

I worked for at least 4 months when—and I had been trained by
multiple directors, multiple assistant directors—in my initial train-
ing, about how wonderful our gaming program was.
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I was told about how we had all these wonderful graduates that
went to these different major gaming companies, and these wonder-
ful salaries they’re making. And I believe the number was about
85 percent of the students that graduated from the program had
a job there and in a video game company.

I assumed these things were true, because they're being taught
to me during training and reinforced through coaching for several
months. And then one day, I decided to get more specific informa-
tion. So I went to the career center. And I talked to the woman
that ran this little career center with about two or three people.
And she told me that, in fact, one of our two gaming programs
didn’t have a single student that had graduated from it. And the
other had three. One of them was a truck driver, one of them was
unemployed, and the other did have an interview with a gaming
company.

And so, for several months, I was lying to students, telling them
that our program was very successful. We used to say it was the
Harvard of gaming schools. And, in the end, it was—there was
nothing behind it. And that’s something that every representative
is taught and every representative says. And that’s not rogue rep-
resentatives. That’s institutional.

The CHAIRMAN. Thank you very much, Mr. Pruyn. I will come
back to this during our second round.

Senator Alexander.

STATEMENT OF SENATOR ALEXANDER

Senator ALEXANDER. Thanks, Mr. Chairman and thank you for
the hearing. Mr. Hawkins, as I understand your testimony, if the
things that you saw that the GAO presented were brought to you
about a specific institution, you said that that might result in any-
thing from censure to expulsion, is that correct?

Mr. HAWKINS. Yes, sir.

Senator ALEXANDER. Dr. McComis, you've got a fairly rigorous
set of recruiting, advertising, and admissions standards for your
commission. Did I understand you to say that if the information
that the GAO discovered was brought to your attention, that that
might result in a investigation of that institution, which could lead
to a variety of things, including a withdrawal of accreditation?

Mr. McCowmis. That is correct, Senator.

Senator ALEXANDER. Mr. Hawkins, you recommend as Secretary
Duncan does, reinstating the safe harbor or removing the safe har-
bor exception to the reform that was made in 1992. I was Edu-
cation Secretary in 1992 when that was done. What happened be-
tween 1992 and 2002? Did it pretty well dry up the practice of in-
centive compensation?

Mr. HAWKINS. My experience in admission policy at that time is
limited. I was not at the association during that time, but my un-
derstanding of the issue, and I'm sure the Department of Education
would be able to give a better answer, my understanding is that
practice did in fact improve, and that the number of actions that
the department had to take went down fairly substantially.

Senator ALEXANDER. But it would take us back to the position of
there can’t be incentive compensation. That would be the rule,
right?



100

Mr. HAWKINS. That’s correct.

Senator ALEXANDER. That’s your recommendation?

Mr. HAWKINS. Exactly, yes, sir.

Senator ALEXANDER. Dr. McComis, you accredit institutions,
more than 800? What percent of the for-profit institutions of the
country does your organization accredit?

Mr. McCowmis. I don’t have that percentage precisely.

Senator ALEXANDER. Most of them or?

Mr. McCowmis. I would say, well we accredit 800. So whatever the
total population of that is.

Senator ALEXANDER. Well, there are 3,000. You know the num-
ber, don’t you?

Mr. McCowmis. About a third or so.

Senator ALEXANDER. Yes. And what percent of the students at-
tend those institutions?

Mr. McComMis. Our census count is about 250,000 as of June
2009.

Senator ALEXANDER. For all for-profit institutions or just the
ones you accredit?

Mr. McCowmis. Just for our accredited institutions.

Senator ALEXANDER. Yes. So generally speaking, for-profit insti-
tutions are a large number of institutions—about 3,000 of the post-
secondary institutions we have in the country, but a relatively
small part of the students, about 9 or 10 percent of all the students
in postsecondary education in the United States are in for-profit in-
stitutions? And is it correct that most of them are low-income or
they're predominantly low-income, minority students and some-
what older than other postsecondary students?

Mr. McCowmis. Our demographic data that we collect would sup-
port that.

Senator ALEXANDER. Is it your impression, Dr. McComis, that the
problem here is a lack of rules or a lack of enforcement of the
rules?

Mr. McCowmis. Most likely it’s a lack of enforcement, but it could
be a combination of both. I don’t know the accreditation standards
for every agency. I know that many agencies like my own have
very rigorous standards, particularly those that have a predomi-
nance of for-profit institutions within their membership. But it’s
likely a combination of both of those.

Senator ALEXANDER. Are there other accreditation agencies other
than yours that accredit for-profit institutions?

Mr. McCowmis. Yes.

Senator ALEXANDER. How many others?

Mr. McCowMmis. Six others at the national level. And then, each
one of the regional accreditors also have some population of for-
profit institutions.

Senator ALEXANDER. But the way I read your standards, they’re
pretty tough about recruitment. And if any of the things that we're
talking about were done, a school where they violate it, the school
could have a tough time keeping its accreditation?

Mr. McCowmis. That is correct, Senator.

Senator ALEXANDER. Yes. Mr. Chairman, if I could get your at-
tention just for a moment. I'm going through the accreditation. I
found something out, when I was Education Secretary 20 years
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ago, in that the Education Secretary accredits the accreditors basi-
cally. In other words, Dr. McComis was saying there are six or
seven accrediting institutions that are for-profit institutions. And
there are 3,000 for-profit institutions you might choose among. And
here, standards looks to me like they are pretty tough.

So, one avenue for dealing with the problem you’ve outlined, Mr.
Hawkins has suggested one. Go back to the 1992 ban on incentive
compensation. But another one is to go to work on the accrediting
agencies a little bit. Secretary Duncan may very well choose to do
so, and say we’re going to rely more on you. I think you almost in-
vited that in your comments. You said you'd be willing to work
with us if the committee and the Congress is worried about this,
that we could work with the accrediting agencies, tighten up the
rules and prove investigations have more enforcement. Is that cor-
rect?

Mr. McCowmis. Yes, Senator.

Senator ALEXANDER. My time is up, Mr. Chairman, but as I
think about this in this light, We've got 6,000 higher education in-
stitutions in the country. Together, they’re the best system in the
world. I mean, we altogether. That’s one of the things the United
States does well. I think one reason is because they’re autonomous.
People have a choice of those institutions. They can go to a national
auto diesel college, or they can go to Harvard, or they can go to
University of Iowa, or wherever they choose to go. And the money
follows them.

Now whenever that happens, though, you’re going to have some
problems. And we’ve seen some today. So I think as almost every
Senator has said, we want to make sure when we do something
about this, that we separate those who are doing the job of helping
achieve the President’s goal of increasing the college graduation
rate. And we don’t shoot quail with a cannon, in other words, and
miss the quail and hit some innocent people.

Or to use another analogy, if you have somebody singing out of
tune on the Grand Ole Opry, you don’t cancel the Opry. You cancel
the act. So in looking for a way to cancel the act, 'm thinking that
working with the accreditors is a very promising opportunity, be-
cause we really rely on them to make sure that the institutions are
right. And if they’re looking at things like graduation rates, stu-
dent loan default rates, job placement rates, even passage into pro-
fessional exams, and if theyre enforcing the recruitment efforts,
and we also go back to the 1992 rule on compensation incentive
that Secretary Duncan has recommended, that those would be two
steps that could make a big difference in achieving the goal that
I think you set out for the hearing. Thank you for your attention
and for your time.

The CHAIRMAN. Thank you, Senator.

Senator Franken.

Senator FRANKEN. Thank you Mr. Chairman. Mr. McComis, in
your testimony you say that your agency has established “rigorous
standards” to ensure the schools you accredit “recruit and admit
only those students who are accurately and fully informed about
the institution’s programs and who are qualified and capable of
completing the program in which they intend to enroll.”
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Yet three of the schools found to be engaging in deceptive re-
cruitment in the GAO report are accredited by your agency. And
also Westwood is accredited by your agency. There seems to be a
discrepancy here.

What are these rigorous standards that you use to ensure that
schools that you accredit, recruit and admit only students who are
accurately and fully informed about the institutions?

Mr. McCowmis. Senator, as I provided in the written testimony,
the list of standards that you have there are the actual standards
that we require of our institutions—that they only engage in eth-
ical practices and ensure that they do not make misstatements to
students.

They require that institutions only engage in ethical practices
and ensure that they do not make misstatements to students. That
they do not make guarantees. That they ensure that students are
provided with sufficient information such that they understand the
program requirements.

Senator FRANKEN. I don’t think you’re quite answering my ques-
tion. You say that you have rigorous standards to ensure that the
schools you accredit, recruit and admit only those students who are
accurately and fully informed. I understand that the fact that they
have to be accurately and fully informed is one of your standards.

I'm asking you what your rigorous standards are to ensure that
the schools you accredit, recruit and admit only those students who
are accurately and fully informed about the institutions when we’ve
seen that three of the schools that you have accredited were in-
volved in giving false information and inaccurate information to
prospective students who were not fully informed about the institu-
tions, or the institution.

Mr. McComis. So the processes that we use then for that
assurrance process is one whereby through a very high touch ac-
creditation onsite evaluation requirements that we have within our
institutions. Annual reporting of student achievement outcomes, ro-
bust complaint processes, robust interaction in the triad are all
methods that we use to find out whether or not any of those rig-
orous standards have been violated.

Senator FRANKEN. And why do you believe—how do you explain
the discrepancy then? That these three schools, that you accredited,
were misleading to the GAO prospective students that came in? In
other words, rigorous means rigorous. And yet, to me, this doesn’t
seem like there was much rigor in your process.

Mr. McCowmis. So certainly I think it’s fair to say that our agency
is, I guess to quote Senator Mikulski, a bit crabby about this. That
we would find institutions that are engaged in activities that might
look like clear violations of our standards. And the important part
of that process now is that we investigate that fully and that we
sanction the institutions appropriately.

Senator FRANKEN. Do you think perhaps that maybe your rig-
orous standards aren’t rigorous enough?

Mr. McCowmis. I don’t think that’s the case Senator. I think that
the standards themselves are——

Senator FRANKEN. OK, to me there is a real discrepancy here.
Because you describe saying in your testimony, the rigorous stand-
ards to ensure that the schools accredit only those schools that re-
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cruit and admit students who are accurately and fully informed.
And yet, we see that the 3 schools that you accredited in this group
of 15 didn’t do that.

So what I'm saying to you is, I think that your rigorous stand-
ards aren’t rigorous enough. But you think they are. And I don’t
know how you think they are. Doesn’t this industry—what bothers
me—I know my time is up, but let me ask one last question.
Doesn’t this industry have any interest in self-policing itself?

Mr. McCowmis. I believe that it does Senator and I think that ac-
creditation——

Senator FRANKEN. Is there any evidence that you can provide
me, that your industry has any interest in self-policing itself?

Mr. McCowmis. The best evidence that I can provide to you is my
16 years of experience in working in the accreditation industry,
particularly with for-profit institutions and seeing rigorous self-
policing through that process.

Senator FRANKEN. And yet, what clearly was not rigorous you de-
scribed as rigorous.

You said that you have rigorous standards to ensure that schools
you accredit, recruit and admit only those students who are accu-
rately and fully informed about the institution’s programs. And we
saw that the three schools that you accredit misled the people that
came in there.

I asked you about that, and you said that you were satisfied with
the rigor of your standards. That just seems to be, on its face,
clearly wrong. And I'm sitting here—I have a responsibility to the
taxpayer, OK? I have a responsibility to the taxpayer.

And I'm supposed to take solace from you from your experience
in this business when you're the one that just told me that what
was clearly not rigorous is rigorous enough? Explain to me why I
should believe you?

Mr. McCowmis. I believe that the standards themselves are rig-
orous. In these particular instances, the schools’ compliance with
those standards certainly fell short.

Senator FRANKEN. You don’t understand what the standards are.
You are saying you have rigorous standards to ensure that the
schools you accredit recruit honestly. I'm not talking about the
standards you have that they do recruit honestly. It’s your stand-
ard to ensure that they recruit honestly. That’s the standard I'm
asking you about. And you said you were satisfied with the rigor
on that. I don’t know how you can be.

Mr. McCowmis. Yes, as I indicated in the conclusion of my oral
statement. You know certainly our Commission and hopefully other
accreditors will certainly look at this and find whether or not there
can be greater vigilance put forth. I agree with that.

Senator FRANKEN. Thank you. I'm sorry to go over.

The CHAIRMAN. Thanks Senator Franken.

Senator Bennet.

Senator BENNET. Thank you Mr. Chairman. Mr. Pruyn I want to
start with you by first saying thank you for coming all this way
from Colorado for this testimony and for your courage in speaking
out. I wanted to ask you a question that has been asked of other
panel members. Which you talked about the effect of the training
on your pitch and so forth.
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I wondered whether you’d share with the committee your view
about whether the incentive structure, the way you were paid and
others were paid, contributed or didn’t contribute to the pitches
that were made. Would changing the incentive structure have
made a difference do you think? What are your thoughts on that?

Mr. PRUYN. It would help to a degree for sure. But, there’s a lot
that goes in to why the culture is there. Certainly the incentives
motivate some people. But as theyre dangling a carrot with one
hand they have the axe in the other. I mean for quite a while I
wasn’t enrolling many students at all.

And, I was on probation and threatened with my job on a regular
basis. So there’s that piece. A lot of it is just lies that are withheld
from the representatives themselves. You know there were pro-
grams at Westwood that were not—while the school was accred-
ited, the program itself wasn’t accredited.

One example is our paralegal program. I didn’t know that for
months of working there. I could give examples like that where I
found something out close to the time I quit, all day. And that, that
sort of information isn’t provided to the representative. So changing
the way a representative is compensated I don’t think will have
any effect on that, on that portion of the problem.

Senator BENNET. Just to go back to the incentive for a second.
When you said it would help, it might help a bit.

Mr. PRUYN. Yes.

Senator BENNET. Why would it help? And if you really don’t
think it would help to change it, to tell me that too. I want to hear
your honest thought about it.

Mr. PRUYN. It would help, but I don’t think it would fix the prob-
lem.

Senator BENNET. OK.

Mr. PRUYN. I think it would help because some of the representa-
tives that are more—rogue, I guess you could say, are really moti-
vated by that piece. And so I think it would help rein in some of
the more egregious claims. But I still think the fundamental prob-
lem is still going to be there.

Senator BENNET. Thank you. Thanks again for being here. Dr.
McComis, do you think, just to pick up on where Mr. Pruyn took
my question, which was—rather than the direction I was headed
which is always a good thing because you learn things. To what ex-
tent can some of the issues that he’s raising be solved through bet-
ter public disclosure of these issues that we’re confronting?

For example, the idea that they’d have programs, his testimony
would suggest, that were not accredited even though the school is
accredited. Is that sort of information publicly available and widely
available?

Mr. McCowmis. The differences between programmatic and insti-
tutional accreditation

Senator BENNET. As an example.

Dr. McCowMis [continuing]. As an example?

Senator BENNET. I mean of the kind of information that anybody
would want to know before they even picked up the phone to call
Westwood and say, “you know, I'm thinking about your program.”
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Mr. McCowmis. It would likely take a little bit of digging by a con-
sumer or prospective student to get to that. I don’t know that I
would say that it’s necessarily readily available.

Senator BENNET. Would you say that it’s as readily available as
the equivalent information for public institutions?

Mr. McCowmis. Yes. In either instance it’'s—in this particular
case, what you're referring to, is to what degree does the institution
itself decide to disclose that information.

So if I wanted to know about whether or not a gaming program
or some other kind of program was programmatically accredited,
the institution’s lack of disclosure has to lead the student to as-
sume that it’s not accredited.

What we’re mainly focused on is when the school does use claims
of accreditation that they accurately describe that status and the
agency by which its institution or program is accredited.

Senator BENNET. I think I'd make the opposite assumption prob-
ably, as a student. That if the school were accredited that that
meant that the programs were accredited. But it doesn’t matter.
The question is, it seems to me it’s in everybody’s interests, the
students, the schools, the taxpayers certainly, that people have ac-
cess to this kind of information.

It just feels to me, in these hearings, as though it’s not out there
in a way that makes sense to people. And it would have, I would
think, based on what Mr. Pruyn and others have said, have the ef-
fect of making it harder to do the kind of stuff we were watching
on the television earlier.

One last question Mr. Chairman, thank you so much. I just
wanted for you, Doctor, to describe—just to come back to something
that Senator Franken was talking about. Can you tell the com-
mittee a little bit what the onsite part of your accreditation process
looks like? What does it look like when you’re on the ground at a
Westwood or any of the other schools that you accredit?

Mr. McCowmis. The process begins through the attendance at an
accreditation workshop whereby then the applicant to agency or in-
stitution submits a self-evaluation report. Which is essentially our
standards of accreditation in a question format. Then the institu-
tion will need to go through and answer those questions and pro-
vide documentation and description about how they comply with
those standards.

The role of the onsite evaluation team is to go through and
evaluate the information that’s provided in that self-study, do some
sampling and some testing to ensure its veracity to the extent that
they’re able to. The team is comprised of subject matter specialists
for each one of the program areas, education specialists and man-
agement specialists for that kind of institution.

The self-evaluation report is the key document that they use in
going through that process as well as reviews and interviews, on-
site. A report is then generated from that. We'll list any findings
of noncompliance and the institution will have an opportunity to
respond to that. All that information then goes in front of our
Board and they make a final decision relative to the application.

Senator BENNET. How long—Mr. Chairman, thank you. Can you
give me a sense, I've seen this in the K-12 context, not in a higher
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education context, the length of time that that onsite visit takes
place generally?

Mr. McCowmis. Generally the average enrollment in our school is
under 300 students. So we can typically do an onsite evaluation in
about 2 days.

Senator BENNET. OK. And then just by order of magnitude in
terms of the process of gathering the accreditation information that
you have and then responding to the institution saying, we’ve de-
tected the following problems before you take it to recommend it
to the Board.

Can you just give us a sense, by order of magnitude of how often
you actually do go back and say, we've got this list of issues that
have concerned us and then you're not satisfied by the response
that comes back from the institution and therefore you can’t rec-
ommend the accreditation?

Mr. McCowmis. Well we've taken 12 adverse actions in the last 2
years against institutions. But that’s the most extreme. So if an in-
stitution goes through and submits a response to a team report
that has findings on noncompliance, they’ll have an opportunity to
respond to that.

The Board could take a variety of actions. They could defer final
action on that and try to get more information. They could place
the school into a probation phase, again, through investigation.

Senator BENNET. How many have been put on probation over the
last 2 years?

Mr. McCowmis. Oh I think we, on average, have somewhere be-
tween 6 and 10 institutions on probation at any time.

Senator BENNET. And this is out of a total of how many?

Mr. McCowmis. Eight-hundred institutions.

Senator BENNET. And how often are they reviewed?

Mr. McComis. The maximum accreditation cycle is 5 years. It’s
3 years maximum for schools that are receiving their first
grant

Senator BENNET. I'll stop you, but the 12 and the 6, if you look
at—well let’s stick with the 12. The 12 that lost their accreditation
over the last 2 years, that’s out of how many accrediting examina-
tions that you did over that period of time? Because it’s not 800,
right?

Mr. McCowmis. No, we don’t do 800 a year.

Senator BENNET. Right.

Mr. McCowmis. So we would probably do somewhere in the neigh-
borhood of 125 renewal onsite evaluations. And approximately an-
other 150 or so of other kinds of evaluations for substantive change
or unannounced or other investigations.

Senator BENNET. I'd like to thank the panel and thank you Mr.
Chairman for letting me go over.

The CHAIRMAN. All right Senator Bennet. Dr. McComis, let me
follow-up on that a little bit. When you do these onsite evaluations,
as you said to Senator Bennet, and you take action on 6 to 10 over
the last couple of years or something like that—was the figure I
heard. Six to ten?

Mr. McCowmis. No, he asked me how many were on probation.
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The CHAIRMAN. Yes. And then you said on others that you take
action against them. And let’s just take the probation. That’s not
the entire school, that’s just the site, is it not?

In other words, if you went to a location for the University of
Phoenix and you found an offense and you put them on probation,
you don’t put the whole University of Phoenix on probation, you
just do that one site? Is that correct?

Mr. McCowmis. That is correct.

The CHAIRMAN. OK, so it’s the location. So whatever you put
them on probation for might be going on someplace else but you
just put that site on probation.

Mr. McComis. We have instances, however Senator, where we
have put entire systems on probation.

The CHAIRMAN. And you’ll provide that to this committee?

Mr. McCowmis. Yes sir.

The CHAIRMAN. I'd appreciate that. Now Mr. Hawkins, I heard
Dr. McComis say something that caught my attention on a ques-
tion I believe that was asked by Senator Franken. That the same
information is provided to prospective for-profit students and other
college students.

Is that what you said Dr. McComis? I think Senator Franken
asked you, he said do you feel that the same kind of information
is provided to prospective for-profit students as other college stu-
dents. And I believe your answer was, yes.

Mr. McCowmis. I thought that what the Senator was asking me
was regarding disclosures relative to accreditation status in pro-
grammatic versus institutional. Regardless of the institution you go
to it depends on what that institution chooses to disclose and how
they choose to disclose it.

There’s no requirement in our standards that you have to dis-
close programmatic accreditation. Although, I can’t imagine why
you wouldn’t as long as you did it truthfully and accurately.

The CHAIRMAN. Mr. Hawkins, what happens when a student
wants to go to a private or nonprofit college, one of the ones that
you are involved in and they ask for that kind of information about
finances and accreditation and all that. What does the school say?
Do they say you have to sign up first?

Mr. HAWKINS. No, that information is supposed to made readily
available. Particularly about financial aid and the cost. Admission
officers from the very junior admission officers, that we call our
“road warriors”—they go to high school and visit students, all the
way up to the Dean and VP of enrollment—are pretty well versed
in all the types of information that a student and their family
might ask for.

So that information is generally readily available. And as I said
earlier, if they have questions that the admission office can’t an-
swer, standard practice again is to forward those types of questions
to the people on campus who might be able to answer them, such
as the financial aid office.

The CHAIRMAN. So Dr. McComis, I see a clear delineation here
between what the for-profit schools are doing and the schools that
Mr. Hawkins covers in terms of how they answer student inquiries
into finances, accreditation, and all other information. It seems to
me a lot different.
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They seem to have a set of standards that they follow. And what
I hear from you is, well each school kind of does it differently.

Mr. McCowmis. Senator I was only referring to whether or not
they choose to disclose accreditation status or not. With regard to
all of the other instances that you've laid out, certainly it is our ex-
pectation that students are fully informed of all obligations prior to
signing any kind of enrollment agreement.

And that would include tuition, fees, all of the policies, the pro-
gram objectives, the opportunities that the program leads to. Ev-
erything that we require to be disclosed to students through the
catalogue and through the enrollment agreement.

The CHAIRMAN. We had in our last hearing, a young woman who
had gone to a for-profit school, spent a lot of money, went quite a
bit into debt. She was told it was accredited but when she grad-
uated she couldn’t find a job because the for-profit school was ac-
credited but the program that she was in was not, and she was not
told that. And so a student goes to a school, they call up and say
“are you accredited”, and they say, “sure”. But they don’t give them
all the information.

Mr. McCowmis. You know in that particular case Senator I think
that if there needed to be disclosure about the need to graduate
from a programmatically accredited program in order to obtain em-
ployment, that institution had an obligation to inform the student
as such.

The CHAIRMAN. Well they had an obligation, but they didn’t do
it. Dr. McComis again, your written testimony focuses extensively
on your use of student outcomes to judge school quality.

According to calculations by my staff, you accredit more than 41
institutions with 3-year cohort default rates of 30 percent or high-
er. That means that at 41 schools, where you evaluate quality,
more than 3 in 10 students default within 3 years of leaving school.

That includes ATI Technical Training Institute of Dallas, where
the default rate was 49.5 percent. I have a whole list of them here.
At Lincoln Technical Institute of Philadelphia, 42.2 percent de-
faulted within 3 years. And yet these are accredited by you. So
what does that say about the quality of these schools?

Mr. McComis. We certainly have standards relative to student
loan repayment. And we don’t just apply those standards in terms
of Federal financial Aid. Our standards apply to any kind of loan
repayment obligations that students receive, should receive a fair
amount of counseling that goes along with that to ensure the re-
payment of those loans.

We also monitor student loan defaults at our institutions and
place them into monetary mechanisms if they reach certain thresh-
olds. We don’t necessarily look at default rates, themselves, as a di-
rect indicator of the quality of education that’s provided by that in-
stitution.

The CHAIRMAN. So you don’t look at default rates as an indica-
tion of the quality of the education? Is that right? Is that what you
just said?

Mr. McCowmis. That is correct. We use other metrics such as
graduation rates, employment rates, where applicable passing
exams for State—for certification, other indices of student learning.
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The CHAIRMAN. So student default rates, let me get this straight,
just don’t factor into your accreditation process?

Mr. McCowmis. I didn’t say that Senator.

The CHAIRMAN. What did you say?

Mr. McCowmis. I said that we have standards that deal with stu-
dent loan repayment, but we don’t use it as a primary indicator of
quality of education.

The CHAIRMAN. Well is it a secondary or a tertiary indicator?

Mr. McCowmis. We have standards that deal with it. And we look
at whether or not institutions are fulfilling their obligations to as-
sist students and providing them with information about their loan
repayment obligations.

The CHAIRMAN. So this doesn’t seem to bother you and your asso-
ciation that you have 41 schools here that have default rates of
over 30 percent in the first 3 years? Would that require you to look
at these schools or maybe go out and do some more evaluations?
Or do you just sort of look at that and say, “Well that’s what they
say it i1s?”

Mr. McCowmis. Those rates would certainly put them into a moni-
toring mechanism.

The CHAIRMAN. Are you monitoring these schools? Are you moni-
toring ATI Technical Training Institute of Dallas?

Mr. McCowmis. I don’t think that those rates are the official rates
that have been distributed as of yet.

The CHAIRMAN. I'm told by my staff that these rates came from
the Department of Education last fall.

Mr. McCowmis. The way that the rates——

The CHAIRMAN. But if they came out last fall, you’ve had since
last fall to look at them. Now I'm asking you, have you taken any
action or investigated or done something about these 41?

Mr. McCowmis. Those are based on, I believe, the 3-year default
rates.

The CHAIRMAN. Yes.

Mr. McCoMmis. Now we're currently still using the 2-year default
mechanism for our monitoring.

The CHAIRMAN. So you only do 2-year?

Mr. McCowmis. Currently, because that’s what the law has been
up to this point.

y The CHAIRMAN. Yes, because it’s going up to 30 percent as you
now.

Mr. McCowmis. Exactly, and so we've already looked at and our
Board has already begun to talk about, as the law changes and the
regulations change, we will change our monitoring mechanisms to
accommodate that.

The CHAIRMAN. So again, this doesn’t say anything to you about
the educational quality of those schools?

Mr. McCowmis. In our data, we found no correlation necessarily
to indicate that it is a—default rates are directly, statistically cor-
related to the quality of education. We find there to be a much
more substantial connection between graduation rates and employ-
ment rates.

The CHAIRMAN. Dr. McComis, in your written testimony, again
you make note of the fact that you have standards on recruitment,
admission processes, and advertising. Again, I'm interested in how
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you uphold those standards. The numbers that you provide dem-
onstrate that over the prior 2 years you conducted 629 onsite eval-
uations.

And that was also in response to Senator Franken’s question,
629 onsite evaluations. You did not find any “substantial non-
compliance by our institutions.” That’s in your written testimony.
GAO randomly sampled three of your institutions and had adverse
findings at all of them.

How am I supposed to reconcile those two different versions? You
visit them, you say you didn’t find any substantial noncompliance.
GAO randomly sampled three and had adverse findings at all of
them. How do I reconcile those two facts?

Mr. McCowmis. The process that we use for onsite evaluation I
think is different from the way that the GAO has investigated. I'm
not sure that our standard process would find substantially the
kinds of fraud that the GAO has alleged has occurred.

The onsite evaluation process through accreditation starts from
a vantage to work with those institutions to understand their prac-
tices and for them to describe those practices and give us an oppor-
tunity to see those occur. We don’t secret shop our institutions to
see what they’re recruitment practices are. And so in the normal
course of an onsite evaluation I'm not sure that we would find
those particular occurrences.

Now having said that, the findings that we do have, particularly
with respect to advertising and recruitment come to us from a vari-
ety of sectors, as I've indicated. So we rely not only upon what the
school tells us but hopefully what we find out from our member
partners in the triad, States and Federal Government, and also
through student complaints.

And use that information quite rigorously to understand the ac-
tivities that occur at our institutions in those interim periods be-
tween our onsite evaluations. As I believe all accreditors should.

The CHAIRMAN. So Dr. McComis if your process, and I say this
by the way, as the Chairman of this committee I think it’s become
I think apparent to me that we need a hearing on accreditation and
what that means.

But if your process doesn’t detect readily apparent fraud, who’s
protecting the students and the taxpayers? We rely upon the ac-
creditation people, that’s what I thought. So if your evaluations
don’t even uncover fraud, who can we go to to protect the taxpayers
and the students?

Mr. McCowmis. I think the Congress purposefully set up a triad
system because accreditation first and foremost, is a system de-
signed to evaluate quality of education, not to detect fraud. There
are other opportunities within the triad for that to occur.

The CHAIRMAN. I beg your pardon, quality education has nothing
to do with fraud? It seems to me that fraud has a lot to do with
a quality education.

Mr. McCowmis. Senator, what I meant to say is

The CHAIRMAN. Maybe I'm wrong.

Mr. McCowmis. The first and foremost goal of accreditation is the
evaluation of the educational quality at the institution. Certainly
if we find fraud within that process we’re going to act upon it.
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The CHAIRMAN. But again, your onsite evaluations didn’t detect
one. You said we had no substantial noncompliance. GAO sampled
three and found adverse findings at all three of them. I'm still try-
ing to understand.

Mr. McCowmis. We survey findings of noncompliance.

The CHAIRMAN. I’'m getting the sense you don’t do the kind of in-
vestigations that GAO does.

Mr. McCowmis. That is correct.

The CHAIRMAN. You kind of go to the school and ask them what
they’re doing and they tell you and you just say fine. It seems like
you accept the school’s word on what they’re doing.

Mr. McComis. We look at other evidence points as well to sup-
port that information through, again student surveys. As I've indi-
cated, the surveys that we did just over the last 2 months indicated
a very high rate of student satisfaction within those processes. We
rely heavily on that kind of information that we receive.

The CHAIRMAN. Again I saw that. I read that in your testimony
last night when I was going through it on these student surveys.
But I didn’t see how those students were picked and whether or
not those students also included students who had dropped out. Or
are these just students who successfully completed the program?

Mr. McCowmis. They are students

The CHAIRMAN. I need to know what the mix of those students
are.

Mr. McCowmis. Those are students that are currently enrolled at
the time of the onsite evaluation. They are conducted in-person at
the time that we are there.

The CHAIRMAN. OK. So no students that dropped out were inter-
viewed?

Mr. McCowmis. That is correct.

hThe CHAIRMAN. In your written testimony Dr. McComis, you say
that,

“accreditors must hold institutions accountable to ensure
that only the highest level of integrity is injected into the stu-
dent recruitment and admissions process.

“Moreover, all higher education institutions and their
accreditors must understand the connection between recruit-
ment and admissions processes and student achievement out-
comes.”

Llet me repeat that because it gets to what we were talking about
earlier.

You said that accreditors, that’s you,

“must hold institutions accountable to ensure that only the
highest level of integrity is injected into the student recruit-
ment and admissions process. Moreover, all higher education
institutions and their accreditors must understand the connec-
tion between recruitment and admissions processes and stu-
dent achievement outcomes.”

That seems to me to have something to do with the quality of
the education about which you just spoke.

Can you explain how the practices observed by GAO in schools
you accredit are consistent with the highest level of integrity in the
student recruitment and admissions process? How are they con-
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sistent with what you just said? Accreditors must hold institutions
accountable to ensure that only the highest level of integrity is in-
jected into the student recruitment and admissions process. Well
how can these practices observed by GAO be consistent with the
highest level of integrity?

Mr. McCowmis. Clearly, the GAO report puts forth some troubling
practices. And I believe that those institutions need to be inves-
tigated and held accountable. There are findings of non-compliance
with standards, non-compliance with law, violation of regulation,
those institutions must be held accountable.

The CHAIRMAN. Dr. McComis, how many accrediting institutions
are there in the United States that accredit for-profit schools? How
many different accrediting agencies accredit for-profit schools?

Mr. McCowmis. I believe there are 13.

The CHAIRMAN. Thirteen. Thirteen. And Mr. Hawkins, how many
accreditors are there for the private, the nonprofit and the public
schools?

Mr. HAWKINS. That’s a question I actually don’t know the answer
to sir.

Mr. McComis. And Senator, just to make clear the issue there
of when I gave you the number 13, there are some that do predomi-
nately for-profit and then the regional accreditors do both not-for-
profit and for-profit.

The CHAIRMAN. Six of the twelve companies that were visited by
GAO have some campuses accredited by the ACCSC. Three of these
companies were visited twice. Anthem College in Springfield, PA,
ATTI Career Training Center in Dallas, Everest College in Mesa and
Dallas, Kaplan College, Riverside and Pembroke Pines, West Tech
College in Ontario, Westwood in Dallas.

Seven other Westwood campuses are accredited by you. Thirty-
eight other Everest College Campuses are accredited by you. Three
other Anthem Colleges are accredited by you. Twenty-seven Kaplan
College campuses are accredited by ACCSC. So what are you going
to do about these?

Mr. McCowmis. Certainly as I've already expressed, we're very in-
terested in finding and gathering additional information from that
GAO report, looking at ways that we can begin an investigation
now that the disclosure of the institutions has been brought for-
ward. We will certainly be forwarding this information to our
Board to begin the processes that we have for these kinds of com-
plaint reviews.

I think it’s important to know, and I'll go back, we have in the
past taken action that began at a single campus or a number of
campuses, and when we’ve seen that there seems to be a systemic
problem we have placed the entire system on probation. I think
largely if we were to find something similar in these instances our
Board would look to take a similar kind of action.

The CHAIRMAN. How old is ACCSC? How old is your institution?
How long has it been in existence?

Mr. McCowmis. Since 1967 as an accrediting body recognized by
the Department.

The CHAIRMAN. Since 1967. How many people work for ACCSC?

Mr. McCowmis. I think currently we have 32 full-time employees.
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The CHAIRMAN. Thirty-two? There are 32 employees, you accredit
629 schools, you do onsite evaluations. Do you contract that out or
something?

Mr. McCowmis. No Senator.

The CHAIRMAN. You do all of these evaluations with 32 employ-
ees?

Mr. McCowmis. And a cadre of volunteers as well.

The CHAIRMAN. Pardon?

Mr. McCowMmis. A cadre of volunteers as well.

The CHAIRMAN. Volunteers?

Mr. McCoMis. Yes.

The CHAIRMAN. From where?

Mr. McComis. As with most accrediting bodies the volunteers
come from the education sector, they come from the employment
sector for subject matter specialist, and they come from other ac-
crediting institutions.

The CHAIRMAN. So you might get volunteers from the institution
that you are evaluating?

Mr. McCowmis. No Senator. You would never send anybody that
had any kind of conflict of interest with the institution that you are
evaluating.

The CHAIRMAN. So no volunteers would come from an institution
that you were evaluating?

Mr. McCowmis. No Senator.

The CHAIRMAN. They would come from someplace else?

Mr. McCowmis. Yes, and typically we try to bring them from out
of State so that there is no conflict with regard to competition, try
not to find volunteers that would have any other kind of a conflict
that might exist along those lines.

The CHAIRMAN. I think that we need to look into it more. Now
ACCSC, you receive your income how? How do you pay for what
you do? Where do you get your money?

Mr. McCowis. The sustaining fees of our organization come from
the member institution and from user fees.

The CHAIRMAN. From where?

Mr. McCowmis. User fees. Those are fees that are paid to us when
an institution applies for a new program or a new branch campus,
there’s a fee that’s associated with that application. The sustaining
fees are based upon gross tuition revenue, annually.

The CHAIRMAN. So the institutions you accredit pay for you to do
their accrediting?

Mr. McCowmis. That is correct.

The CHAIRMAN. I do think we need to look into that some more.
Mr. Pruyn, what did it cost to go to Westwood?

Mr. PRUYN. An Associates Degree was approximately $40,000, a
Bachelor was approximately $75,000 depending on the program.

The CHAIRMAN. What portion of the students that were paying
those higher amounts, say $75,000 were attending online?

Mr. PRUYN. All of the students that I helped enroll were online
students.

The CHAIRMAN. What were you trained to tell people about the
cost at Westwood? And how did the people you worked with handle
the cost issue?
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Mr. PRUYN. Our official training would have us tell students that
the cost were, we would phrase it in terms of per term. So we
would say the cost per term is approximately $4,800 per term.

The problem with that is that often times the student will auto-
matically assume there’s only two or three terms like a traditional
school, and there is in reality, five per year. And so it can mislead
the student on the total cost.

Representatives each had their own methods of explaining the
cost. And there was no—I've never seen—the method on telling you
is how we were initially trained. Once you get into individual
coaching and you’re on the sales floor, that deviates widely.

And when I struggled to enroll students, one of the things I was
told was that the way I explained the cost of the school and finan-
cial aid wasn’t very effective. Because I was saying that the school
costs $75,000 for a Bachelors Degree. I was told to emulate other
representatives who had various tricks or would just straight up lie
about the cost of the education.

The CHAIRMAN. What did you do if a student asked to speak with
someone in financial aid?

Mr. PRUYN. They were absolutely not allowed to speak with
someone in financial aid. What you saw in the video is pretty much
identical. Because that would come up fairly frequently and our re-
sponse was that, this is step one of the process, you can’t jump to
step two.

We would absolutely not let them talk to someone in financial
aid. The reason I was given for that policy was that we just simply
can’t overburden our financial aid staff. And when that happens,
what you saw in the video is basically them pressuring the student
into making that up front commitment with the application fee and
signing their enrollment documents.

What we would have done is use information about that student
to use back at them. So you heard them say—I can’t remember
what exactly that director of admissions said, but we would say
similar things like, “well I thought you wanted to make a change,”
I think is actually the phrase they use in the video, and we would
use that same terminology or that same methodology to push a stu-
dent to first sign their enrollment documents before they had a dis-
cussion with financial aid.

The CHAIRMAN. Dr. McComis hearing this, I understand that you
accredit Westwood.

Mr. McComis. We do have some Westwood campuses that we ac-
credit, yes.

The CHAIRMAN. Do you accredit this one in Colorado?

Mr. McCowmis. We do.

They have chosen to leave my agency. They are currently accred-
ited though they’re in a deferral status with us. They’ve chosen to
make an application with another agency.

The CHAIRMAN. But during the time that Mr. Pruyn was there,
you did accredit them?

Mr. McCowmis. We do—we still do accredit them.

The CHAIRMAN. You still do accredit them.

Mr. McCoMis. Yes.

The CHAIRMAN. I guess I'm still a little concerned that you do on-
site evaluations. This seemed to be pervasive at this campus. I
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mean it wasn’t just one person, it was everyone. And you said, as
I kept repeating, that in your written testimony you said that, “the
highest level of integrity injected into the student recruitment and
admissions process.” How could you do onsite evaluations at
Westwood when this was so pervasive and not see it?

Mr. McComis. We had that campus operating under a Show
Cause Order. We were very concerned about the outcomes at that
institution. We placed them on Show Cause. They responded by in-
dicating that they were going to cease enrollment in six of the eight
programs that we had identified as being low outcomes. I believe
that the low outcomes were indicative of the kinds of practices that
are being discussed here.

After that action was taken, Westwood indicated to us that they
had chosen to make application to another agency. They told us di-
rectly that it was because they were unable to meet our standards
particularly with regard to student achievement. I think that’s in-
dicative of a problem throughout with regard to accreditation shop-
ping and the opportunity for that to occur. And I would encourage
the committee to look at this as a particular issue.

I'd also like to just follow-up on the last point that you had made
with regard to membership dues. All accreditors receive their sus-
taining fees, membership dues from their accredited institutions. It
is an opportunity for that self-policing peer review evaluation proc-
ess to ensue. It doesn’t matter whether you're a for-profit or not-
for-profit.

The CHAIRMAN. Yes, I'm going to look into that. That seems to
me to be a situation that would be rife with a kind of a conflict
if 'm inspecting somebody and they’re paying me to inspect them
and they can leave my organization and go someplace else and take
their money someplace else.

Mr. McCowmis. Well I think that accreditation shopping is a—I
mean there are very legitimate reasons why it happens, particu-
larly with regard to transfer of credit. Because, as we've even
talked about here today, that there are some discriminatory prac-
tices with regard to transfer of credit.

The CHAIRMAN. I guess I still come back to the fact that with all
of this stuff going on at Westwood, you still accredit them. Why
didn’t you just see this during an onsite evaluation and say, “we’re
taking your accreditation away.” Bang, just like that. Why can’t
you do that? You can’t do that?

Mr. McCowmis. I don’t know that we identified the specific in-
stances, nor did we have evidence of the specific instances that
were brought forward in this particular hearing. We certainly have
identified issues that have led us to have concerns about their out-
comes.

The CHAIRMAN. Well I'd be wondering why your onsite evaluation
didn’t pick that up. Just like the other 41 that I mentioned here
that have a high cohort default rate.

Mr. Pruyn, again I just wanted to get back to one other thing
here. And that is, this idea that there are just a few bad apples
out there. I keep hearing that all the time, that you have to sepa-
rate the bad actors from the good.

I asked you a question earlier about whether this was just at the
managerial level at a site, or was it something higher up that was
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filtering down through the organization. And the reason why I
focus on that is to help us determine whether or not there is a sys-
temic problem in the for-profit situation. Or is it really just a few
bad apples?

I'm going to show this chart right here because this just came
in to us yesterday from the largest for-profit school in America.
And we all know which one that is, University of Phoenix. This is
a copy of the instructions, I had it put on a chart so people could
see it, it came from the University of Phoenix to their recruiters
and their people that sign up students.

“Creating urgency, getting them to apply now. Remember
students don’t buy benefits, they buy to ease or avoid pain.
Finding and burrowing into that pain moves the sale to a close.
Also the close of the sale is really just the beginning.”

That doesn’t come from some employee. That comes from the top,
the University of Phoenix, the largest of the for-profit colleges.

That’s why I keep wondering about whether or not we are talk-
ing about a few bad apples or are we talking about the entire or-
chard being contaminated by a business model that churns stu-
dents, that provokes the kind of recruitment and unethical conduct
that we saw through the GAO because of the need, both to increase
profits, to answer to Wall Street and expectations for earnings, and
also the easy availability of taxpayer money.

Now my generation, when I was a young man we had a lot of
for-profit schools. The 1950s, 1960s, 1970s, these schools provided
an avenue for kids who didn’t want to go to a 4-year college to get
an engineering degree or a liberal arts degree, but they wanted an
occupation.

We had these schools that at that time, taught women to be sec-
retaries and stenographers and nurses assistants, and taught men
to be welders and truck drivers. That’s sort of blended now, but
that was the idea, that not every student was suited for a 4-year
college general degree but they could do an occupation.

And quite frankly a lot of these for-profit schools did a good job
in that area but also in the 1960s, 1970s, 1980s in transitioning the
workforce in America. A workforce that was moving from one type
of employment to another type.

These were older people, older workers, maybe their skill set was
no longer needed and they needed to learn a new skill set. These
for-profit schools provided that and helped us transition from one
economy to another. But that was then.

Today we see a different system and setup with these for-profit
schools. Because at that time we didn’t have so may Pell grants
and guaranteed student loans. But there were instances, starting
in the 1980s of for-profit schools incentivizing enrollments.

That led to the Nunn Commission. And Senator Nunn’s hearings
that he held at that time led to the Higher Education Act of 1992,
in which it was absolutely forbidden to have incentive payments for
recruitment.

Well then less than 10 years later, an Administrative Ruling,
and Mr. Hawkins, you pointed this out in your testimony. It wasn’t
legislation passed by Congress, an Administration issued a ruling
providing for 12 safe harbors. Which as you said, and I wrote your
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statement down, you said basically gutted what we had done in
1992 to close incentive compensation.

I was interested to note in your testimony that the Inspector
General at that time did not concur with that action taken by the
Department. And the fact that you or others had asked for informa-
tion under a Freedom of Information Act, the reasons for the IG
not concurring and you were denied access to that information.
That raises all kinds of questions.

But nonetheless, the floodgates were opened again. And now,
with Congress putting more money into the Pell grants. As I said,
over the next 10 years $300 billion will go into the program. And
we see now what’s happening in the for-profit schools and this is
what alarmed us in the first place.

Nine percent of the students in higher education are in our for-
profit schools. They’re consuming 23, almost 24 percent of the Pell
grants, and that’s going up, escalating, and they have 44 percent
of the default rates. Get that?

Nine percent of the students, 24 percent of the Pell grants at an
ever-increasing rate, 44 percent of the default rates. And to me it
seems that when we talk about recruitment and things like that
some say, “well private colleges they do advertising, they do re-
cruiting.” It’s true they do, but at the end of the line they don’t
have to meet Wall Street expectations on earnings. They don’t have
to pay shareholders or private investors. So they don’t have those
kinds of incentives.

So it seems to me what we have done with this industry, or
what’s happened to the industry is that with the easy availability
of Pell grants and increased Pell grants and guaranteed student
loans, and with incentive payments, and with a kind of almost a
cloak of secrecy about what their graduation rates are. We don’t
know what the graduation rates are in the for-profit schools. We
just don’t know.

I mentioned in my opening statement about how many thou-
sands of students this one school had as of March 31, 21,000 more
were added in April, May, and June. But at the end of June they
only had 143 more students. That’s got to raise some questions.
And also with what Mr. Pruyn said, they had the 14-day thing.

Well we know that, if a student’s there 60 percent of the time
for the term they get to keep the money. So that’s why you had
that 14-day rule. So you stay there 14 days, they don’t care what
happens to you, you walk away they keep the Pell grants.

And guess where that goes? Does that go to help other students?
No. Maybe some of it does but a lot of it goes to pay for very high
paid administrators and executives. And a lot of it goes to pay in-
vestors, profits into either the public arena or into the private in-
vestor arena.

So when we look ahead we say, “look, education is too important
for the future of this country. Education is too important for our
students.” And facing the budget problems that we have in the
next 10 years, we just can’t permit more and more of the taxpayers’
dollars that are supposed to go for education, and quality education
to go to investors on Wall Street. And I might add more and more
of the student debt that these students have racked up, to be going
to pay shareholders or private investors because they want to in-
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crease their profits. I can’t blame them. I mean that’s the profit
motive.

But it seems like what we’ve done here is we have privatized the
profits and socialized the risk. Which is what we saw in the sub-
prime lending problem that we had. That’s why I'm concerned
a}li)out this area. I think that’s why a lot of us are concerned about
this.

And I will say that tomorrow I will issue a request for informa-
tion and document requests to 30 for-profit schools. I believe the
information I am requesting will help us form a more full picture
than we have at this time. It’s nearly impossible to figure out grad-
uation rates. I want to know.

I want to know what that one school I talked about in my open-
ing statement, I want to know what happened to those 20,000 stu-
dents that enrolled but that didn’t show up in June. Where did
they go? How much churning is taking place among students in
order to get the Pell grants. You get the student loans they’ve paid
in and the students are out.

I guess there’s a lot of these things in these videos that appalled
me. But the one that got me the most I think was when the indi-
vidual that worked for the school said, “this is not like a car loan,
they can’t come after you.” Or the one recruiter that said, “well I
have all this debt I owe to the University of Florida and I don’t in-
tend to pay it back.”

Here’s the difference between the sub-prime problem that we
had, the mortgage problem, or the car loan and student loans. That
person was right, student loans and car loans or mortgage loans
are completely different. You see if I have a debt that’s on a car
I walk away from the car. If I have a debt on a mortgage I can
walk away from the house. But a student who has debt can’t walk
away from that debt. They never, never can walk away.

It is not dischargeable in bankruptcy or any other way. That debt
follows that student the rest of that student’s life until it’s paid off,
with interest. They could come after your Social Security checks,
believe it or not if you have defaulted on your student loans. They
can come after your paychecks.

They can garnish your paycheck when you get a job later on.
You're married, you got two or three kids and you're trying to make
ends meet and all of a sudden the government comes in and takes
some of your money back. It’s being done today. So there is a dif-
ference. And the difference is students cannot get rid of those
debts. And I don’t know how many of them really know that, or
what the interest rates are.

I'd like to thank each of our witnesses for being with us today.
We'll leave the record open for 10 days. Witnesses may submit
statements for the record or supplemental statements. I think what
we have seen today from the GAO and our witnesses is very con-
cerning.

Let me just repeat, in 15 of the 15 schools that GAO investigated
they found instances of fraud, deceptive practices, or made mis-
leading statements to prospective students—15 out of 15. This is
unacceptable. Especially when the students these schools are serv-
ing need the greatest help. These are our lowest income students.
Maybe they don’t have parents that went to college that would say,
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wait a minute let’s take a look at this, let’s examine this, and then
they sign up, and the school gets the Pell grants.

That’s another misnomer, the students think they get the Pell
grants, it goes to the school. So they come from the lowest income
families, and yes, they want a better life. I continue to be amazed
by the questionable and sometimes outright illegal practices occur-
ring in this for-profit sector that Mr. Pruyn talked about.

Again I say that, critics say it’s only a few bad apples. But again
I question, is the entire orchard contaminated, to use an analogy.
Does something need to be done systemically, to make the for-profit
institutions viable and an asset to society rather than a debt to
these students and our taxpayers.

So, as I said, I will issue a request for information and docu-
ments tomorrow. And I believe I might even issue more later on.
And T will tell you that we will have additional hearings in Sep-
tember, not in October, probably in November and maybe in De-
cember.

I intend to follow this trail to wherever it leads to get as much
information as possible. Because we have to get to the bottom of
this. And Mr. Hawkins, you mentioned the fact that the Depart-
ment is issuing new regulations now.

Well I put out a statement yesterday saying fine, it’s a nice first
step. But that’s a regulation. Another administration could come in
and overturn that regulation. I'm not certain regulations will suf-
fice. I believe, and I think where we’re headed, is very clear cut leg-
islation that can’t be overturned by another administration. That
can’t put in “safe harbors” and say it complies. But really tightly
designed legislation to correct these practices.

And quite frankly, because of the testimony this morning and the
information that we get into our committee, I believe Dr. McComis
we are going to have to take a look at accreditation and different
accrediting agencies, how they work, what they can do, what their
power is and how they fit into this overall structure of making
these schools accountable for what theyre doing. So you may be
back here again. I don’t know but we’re going to look at the accred-
itation process also.

The hearing of the HELP Committee is adjourned and we’ll have
another hearing, at least one in September.

Thank you all very much.

[Additional material follows.]
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PREPARED STATEMENT OF SENATOR BENNET

Mr. Chairman, thank you for having this hearing today. I want
to start by emphasizing that the big picture here is the need to in-
crease access to quality, affordable higher education opportunities;
especially for low-income students. We need institutions that bring
students who have historically been left out of higher education
into the fold. For-profit universities have filled in gaps left by more
traditional colleges and universities, and they have an important
role to play in helping us remain competitive in the 21st Century.

However, the government should not support institutions that
bring students into programs and do not provide them with a qual-
ity education, or fail to provide accurate information about costs
and outcomes. There is absolutely no excuse for fraudulent behav-
ior or misleading students about the quality of education they are
going to get, or defrauding the government.

I'm extremely concerned about the well-documented evidence
being presented today that there is a widespread problem with re-
cruitment practices at many for-profit universities. We should hold
those wrongdoers accountable, and then determine what needs to
be done to prevent this kind of exploitative behavior from recur-
ring.

RESPONSE TO QUESTIONS OF SENATOR ENZI, SENATOR HAGAN AND SENATOR
ALEXANDER BY GREGORY D. KuTz

U.S. GOVERNMENT ACCOUNTABILITY OFFICE (GAQO),
WASHINGTON, DC 20548,
September 10, 2010.
Hon. ToM HARKIN, Chairman,
Committee on the Health, Education, Labor, and Pensions,
U.S. Senate,
Washington, DC 20150.

Hon. MicHAEL ENzI, Ranking Member,

Committee on the Health, Education, Labor, and Pensions,
U.S. Senate,

Washington, DC 20150.

Subject: Posthearing Responses to August 4, 2010, Hearing on For-Profit Schools:
The Student Experience

On August 4, 2010, we testified before your subcommittee at a hearing entitled
For-Profit Schools: The Student Experience. This letter responds to your request that
GAO respond to a number of post-hearing questions. The questions and our answers
are provided in the enclosure. The responses are based on work associated with pre-
viously issued GAO products, which were conducted in accordance with generally ac-
cepted government auditing standards and investigative standards from the Council
of the Inspectors General on Integrity and Efficiency. We did not obtain comments
on our responses from the Department of Education.

If you have any further questions or would like to discuss these responses, please
call me on (202) 512-6722.

GREGORY D. KuTz,
Managing Director,
Forensic Audits and Special Investigations.
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SENATOR ENZI

Question 1. What is the role of accrediting agencies?

Answer 1. In order to participate in certain Federal programs, such as Federal
student aid programs authorized under Title IV of the Higher Education Act of
1965, postsecondary institutions must be accredited by an agency recognized by the
Department of Education (Education). Accreditation is designed to ensure that
schools provide basic levels of quality in their educational programs. Accrediting
agencies develop evaluation criteria to assess the quality of educational programs
at schools and conduct peer reviews to assess whether or not those criteria are met.
For example, accreditors must have standards for assessing institutional and/or pro-
grammatic quality in areas such as student achievement, admissions, curricula, fac-
ulty, facilities, student support services, and fiscal and administrative capacity. Ac-
crediting agencies are, for the most part, private educational associations of regional
or national scope. These accreditors, along with Education and State oversight agen-
cies, are part of what is often referred to as the “triad” of Federal, State, and private
entities that oversee postsecondary institutions. An accreditor’s decision to approve
accreditation for an institution of higher education can extend up to 10 years.

Question 2. What is the role of accrediting agencies in regulating the recruitment
practices of institutions of higher education?

Answer 2. All institutions of higher education that participate in the title IV pro-
grams must be accredited by an accrediting agency recognized by Education. The
standards that accreditors use to assess schools must also address recruiting and
admissions practices, academic calendars, catalogs, publications, grading, and adver-
tising, records of student complaints received by, or available to, the accreditor, and
records of compliance with the institution’s program responsibilities under Title IV
of the HEA,! among other requirements.

Question 3. What is the Department of Education’s role in regulating the recruit-
ing practices of institutions of higher education?

Answer 3. Education is responsible for overseeing Federal student aid programs
authorized under Title IV of the Higher Education Act of 1965, as amended. In this
role, Education is responsible for enforcing the statutory ban against incentive com-
pensation which prohibits schools that receive title IV student aid funds from pro-
viding “. . . any commission, bonus, or other incentive payment based directly or
indirectly on success in securing enrollments or financial aid to any persons or enti-
ties engaged in any student recruiting or admission activities or in making decisions
regarding the award of student financial assistance . . .” The ban applies to all
schools, including private, for-profit institutions as well as public and private non-
profit schools. In our February 2010 congressionally mandated report on incentive
compensation, we found that between 1998 and 2009 Education substantiated incen-
tive compensation violations at 32 schools and entered into settlement agreements
with another 22 schools.2 We plan to issue a follow-up report in fall 2010 on Edu-
cation’s enforcement of the incentive compensation ban.

In addition to enforcing the ban on incentive compensation, Education is respon-
sible for enforcing the statutory ban against schools misrepresenting the nature of
their educational programs, financial charges, or the employability of their grad-
uates (section 487(c)(3)(A) of the Higher Education Act of 1965). As with other viola-
tions of statute or regulation, Education may fine schools or limit, suspend, or ter-
minate their participation in Federal student aid programs for misrepresentation or
violations of the incentive compensation ban.

Question 4. According to your testimony, schools are required to make certain dis-
closures regarding graduation and/or completion. What exactly do schools have to
disclose regarding graduation or completion rates and how must they make that dis-
closure. Please provide a reference to the statutory provisions you believe were vio-
lated during GAO’s investigation.

Answer 4. Pursuant to 20 U.S.C. §1092(a)(1)(L), institutions that participate in
title IV are required to produce and make “readily available upon request, through
appropriate publications, mailings, and electronic media” to any prospective student
the “completion or graduation rate of certificate- or degree-seeking, full-time, under-
graduate students entering such institutions.” Furthermore, under § 1092(a)(3), the

1These records should include information based on the most recent student loan default rate
data provided by the Secretary of Education, the results of financial or compliance audits, pro-
gram reviews, and any other information that the Secretary may provide to the agency.

2Higher Education: Information in Incentive Compensation Violations Substantiated by the
U.S. Department of Education, GAO-10-370R, February 23, 2010.
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completion or graduation rate must cover the 1-year period ending on August 31 of
the preceding year, and must be made available to prospective students prior to the
students enrolling or entering into any financial obligation.

The Department of Education has promulgated regulations, such as 34 CFR
§668.41(b)(2) and (d)(4), that further clarify this requirement. Specifically, the regu-
lations state that institutions may satisfy their disclosure requirements by posting
the information on a Web site.

Prior to July 1, 2010, the language that is currently in §668.41(d)(4) was con-
tained in §668.41(d)(3). The pre-July 1 language more closely mirrored the language
of 20 U.S.C. §1092(a), by stating that “an institution must make available to any
enrolled student or prospective student, on request, through appropriate publica-
tions, mailings or electronic media, information concerning” several different pieces
of information, including the institution’s completion or graduation rate.

Effective July 1, however, new regulations removed the words “on request” from
the regulation. In its rulemaking, Education explained that, even though the statute
contains the words “upon request,” it chose to remove “on request” because of its
conclusion that institutions could simply refer students who asked for a completion
or graduation rate to their Web site that contained this information. Specifically,
Education explained that “institutions typically compile and make the information
available on their Web sites, but possibly in paper form as well. Consequently, [Edu-
cation] view([s] the inclusion of the phrase “upon request” to mean that this informa-
tion is readily available to students who wish to see it. As a matter of course, stu-
dents coming to an institution’s Web site to learn about the institution should be
able to find this information, and students inquiring directly may be referred to the
Web site or provided with the information on paper.” 74 Fed. Reg. 55,902 (Oct. 29,
2009). For this reason, in our testimony we specifically noted when completion or
graduation information was available on the Web sites of the colleges we visited,
and further explained that those that did list the information on the Web sites were
in compliance with Education regulations.

The method by which institutions must calculate completion or graduation rates
is explained in 20 U.S.C. §1092(a)(3)—(7). In summary, a student must be counted
as a completion or graduation if, within 150 percent of the normal time for comple-
tion of or graduation from the program, the student has completed or graduated
from the program, or enrolled in any program of an eligible institution for which
the prior program provides substantial preparation. Institutions may exclude from
this calculation students who leave to serve in the Armed Forces, on official church
missions, or with a recognized foreign aid service of the Federal Government (such
as the Peace Corps). Educations regulations at 34 CFR §668.45 further clarify the
proper method to calculate completion or graduation rates.

Finally, institutions have additional completion and graduation rate disclosure re-
quirements that are applicable to current students and prospective student-athletes
that may receive athletically related student aid. Our undercover tests were not de-
signed to test these scenarios, and thus we have not fully analyzed the legal frame-
work that would apply.

Question 5. According to your testimony, Federal statutes and regulations require
colleges to make available information on financial assistance programs to all cur-
rent and prospective students. Please explain your understanding of what con-
stitutes information on financial assistance programs and how this differs from a
financial aid package.

Answer 5. The terms “financial assistance program” and “financial aid package”
are not specifically defined in title IV statutes or regulations. “Financial aid pack-
age,” in fact, is never used in title IV statutes, and appears only once in regulations
(34 CFR §668.59(c)(1)(ii), which deals with the consequences of a change in financial
aid application information). Use of the term “financial assistance program” in our
testimony was intended to cover all financial assistance-related information in stat-
utes and regulations which institutions are required to make available to any pro-
spective student.

Specifically, pursuant to 20 U.S.C. §1092(a)(1)(A)—~(F) and (M), institutions that
participate in title IV are required to produce and make readily available upon re-
quest, through appropriate publications, mailings, and electronic media to any pro-
spective student a number of financial assistance-related pieces of information.
These include: the student financial assistance programs available to students who
enroll; the methods by which such assistance is distributed among student recipi-
ents who enroll at such institution; any means, including forms, by which applica-
tion for student financial assistance is made and requirements for accurately pre-
paring such application; the rights and responsibilities of students receiving finan-
cial assistance; the cost of attending the institution (including tuition and fees,
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books and supplies, estimates of typical student room and board costs or typical
commuting costs, and any additional cost of the program in which the student is
enrolled or expresses a specific interest); the requirements of any refund policy with
which the institution is required to comply and the requirements for the return of
grant or loan assistance provided; and the terms and conditions of the loans that
students receive under title IV. Under § 1092(c), each institution is required to des-
ignate employees who “shall be available on a full-time basis to assist students or
potential students in obtaining” the financial assistance-related information de-
scribed above.

Furthermore, pursuant to §1092(d), Education must make available to institu-
tions information regarding Federal student assistance programs in order to assist
students in gaining information through the institutions and to assist institutions
in carrying out their responsibilities. Under the statute, “such information shall in-
clude information to enable students and prospective students to assess the debt
burden and monthly and total repayment obligations that will be incurred as a re-
sult of receiving loans of varying amounts under” title IV. Institutions must also de-
termine each specific student’s eligibility for free; under 20 U.S.C. § 1094(a)(3), insti-
tutions are required to enter into program participation agreements with Education,
one provision of which prohibits the institution from charging any student a fee for
processing or handling any application, form, or data required to determine the stu-
dent’s eligibility for assistance under title IV or the amount of such assistance.

Finally, Education has promulgated regulations that further implement the above,
including 34 CFR §668.42.

Question 6. During your “secret shopper” investigation, how many admissions rep-
resentatives did the undercover students meet with and at which schools? How
many financial aid representatives did the undercover students meet with and at
which schools?

Answer 6. During our investigation we visited a total of 15 schools. We visited
each school at least twice, once posing as a student eligible for Pell grants and sub-
sidized student loans, and once posing as a student with a $250,000 inheritance and
a salary high enough to disqualify the student from receiving Pell grants and sub-
sidized loans. Sometimes our fictitious students were told by campus representa-
tives to return on another day. In these cases, we visited the campus twice, under
one scenario. Our aim was to speak with both an admissions representative and a
financial aid representative at each school. This was not possible in all cases. For
example, at some schools we asked to speak to a financial aid representative but
were not able to because a financial aid representative was not available. At other
schools, our student was told they had to enroll in the school before speaking with
financial aid. In total we spoke with 32 admissions representatives and 14 financial
aid representatives. We did not use outside sources to confirm the job positions the
representatives held.

The following table provides details on the number of admissions and financial
aid representatives spoken to during undercover tests.

Number of Number of
admission financial aid
State Case Number representatives | representatives
with whom with whom
student spoke student spoke

Case 1, applicant 1
Case 1, applicant 2
Case 2, applicant 1
Case 2, applicant 2
Case 3, applicant 1
Case 3, applicant 2
Case 4, applicant 1
Case 4, applicant 2
Case 5, applicant 1
Case 5, applicant 2
Case 6, applicant 1
Case 6, applicant 2
Case 7, applicant 1
Case 7, applicant 2
Case 8, applicant 1
Case 8, applicant 2

RO RO = b s b e e e e e
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Number of Number of
admission financial aid
State Case Number representatives | representatives
with whom with whom
student spoke student spoke
IL Case 9, applicant 1 1 0
IL Case 9, applicant 2 1 0
IL Case 10, applicant 1 1 0
IL Case 10, applicant 2 1 0
PA Case 11, applicant 1 1 0
PA Case 11, applicant 2 1 0
PA Case 12, applicant 1 1 0
PA Case 12, applicant 2 1 1
X Case 13, applicant 1 1 0
X Case 13, applicant 2 1 1
X Case 14, applicant 1 1 1
X Case 14, applicant 2 1 1
X Case 15, applicant 1 1 0
X Case 15, applicant 2 1 1

Question 7. During your testimony, you described how your undercover students
signed up on Internet lead generators to be matched with schools offering programs
they were interested in. You testified that the undercover students subsequently re-
ceived numerous calls from a variety of schools. You illustrated the frequency of
calls with the “Hi Amy” video. However, your video provided no information about
the content of the calls. Please provide the following information about the calls
arising from the use of the lead generator by the undercover students. What are the
names of the schools that placed calls to the undercover students? How many times
would each school call? How long did the conversations between the schools and the
undercover students last? What type of information did each of the schools that
called provide in their phone conversations with the undercover students? Did any
of the undercover students ask not to be called again? Did any of the schools call
again if the student asked not to be called? Did only schools offering programs the
student expressed interest in place calls?

Answer 7. We were not able to confirm the identities of some schools contacting
our undercover students because the representatives did not identify where they
were calling from in a voicemail or because we were unable to trace the call back
to a specific individual or business. However, we were able to confirm that the fol-
lowing schools called our undercover students: American InterContinental Univer-
sity, Anthem College Online, Art Institute, Ashford University, Bryant & Stratton
College, DeVry University, Herzing College, Jones Companies, Jones International
University, Kaplan University, Keiser University, Laureate Ed Inc., Liberty, Miller-
Motte Co, My Little College, Pennsylvania Culinary Institute Le Cordon Bleu, Red-
stone, Strayer University, University of Maryland University College, University of
Phoenix, Virginia College, Western Governors University, and Westwood College.

The following table documents at least how many times a school/entity called each
student. If the cell is blank, then the student did not receive a phone call from the
school/entity. In some cases, students received calls, but we were unable to identify
who called.

College/entity name Student 1 Student 2 Student 3 Student 4
American InterContinental University 15 | v
Anthem College Online 5
Art Institute L e | e
Ashford University 48
Bryant & Stratton College 11
DeVry University
Education Management Corporation T s | e
Herzing College 2 13
Jones Companies 1 4
Jones International University 25 10

Kaplan University 20
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College/entity name Student 1 Student 2 Student 3 Student 4

Keiser University 19
Laureate Ed Inc. 5
Liberty 15
Miller-Motte Co 54
My Little College 1
Pennsylvania Culinary Institute Le Cordon Bleu A
Redstone
Strayer University 21 5
University of Maryland University College [ [
University of Phoenix 25
Virginia College 12
Western Governors University
Westwood College
Unknown Callers 3 54 8 32

Total 3 72 182 179

When schools representatives called our undercover students, the initial phone
call was not answered. Schools did, on occasion, leave voice mails which lasted on
average 30 seconds. In the voice mails, the school representative typically stated his/
her name, the school he/she was affiliated with, the program he/she was calling
about, and a call back telephone number. Our undercover students did call back sev-
eral schools. The call back conversations lasted for approximately 15 minutes. Dur-
ing these conversations, the school representative discussed the student’s current
situation, why the student wanted to enroll in the program, and program details
such as program length and types of classes. In addition, some school representa-
tives asked the student to come in for a campus visit to further discuss enrolling.
None of the students asked the schools not to be called back. According to the voice
mails, only schools offering programs the student expressed interest in placed calls.

SENATOR HAGAN

Question 1. Given the prevalence of abuses in the relatively small sample of
schools you investigated, is it your belief that these questionable practices are wide-
spread throughout the for-profit industry? As the “congressional watchdog,” tasked
with investigating how the Federal Government spends taxpayer dollars and advis-
ing Congress on ways to make government more efficient, effective and ethical, what
comes next for GAO? Do you intend to make specific recommendations to Congress?

Answer 1. Our work was not designed to be able to project the results of our un-
dercover tests to the entire population of for-profit colleges, and therefore we cannot
make a definitive statement about the prevalence of abusive practices throughout
the industry. However, given that all 15 schools we visited engaged in some type
of questionable behavior, and given the numerous allegations of abuses occurring at
other for-profit colleges that we have received subsequent to the hearing on August
4, it is clear that the problems we identified are likely not limited to the schools
we visited.

In addition, GAO does not have specific recommendations for Congress or the De-
partment of Education (Education) as a result of our investigation. However, during
corrective action briefings with Education, GAO and Education officials discussed
our methodologies and potential ways that Education personnel could perform simi-
lar tests in order to increase compliance with existing regulations. We have referred
the four cases of fraud to the Department of Education Office of Inspector General.
We will be referring information from all 30 visits to the Department of Education
for program staff to review. Based on a review of existing laws and regulations asso-
ciated with title IV funds, many of the abusive and questionable behaviors exhibited
by for-profit college personnel, such as the failure to disclose program graduation
rates, are already covered by existing law. Therefore, in many cases efforts to en-
sure greater compliance with existing laws and regulations may be necessary.

Question 2. While your report indicates that schools are required to present tui-
tion information upon request, has the GAO examined whether existing Department
of Education guidelines are sufficient to ensure that this information is presented
in a clear and accurate manner?
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Answer 2. GAO has not examined whether Education’s guidelines as specified in
34 CFR 668.43 are sufficient to ensure that information about tuition is provided
to students in a clear and accurate manner.

Question 3. Has the GAO examined whether there are sufficient guidelines in
place to ensure that this information is READILY available to prospective students?
Answer 3. GAO has not examined whether there are sufficient guidelines in place
to ensure that information about tuition is readily available to prospective students.

Question 4. Has the GAO examined enforcement mechanisms at the Department
of Education to ensure that taxpayer dollars are used to support only institutions
that are complying with the law? How might we improve the agency’s ability to en-
force these rules?

Answer 4. We have reviewed Education’s monitoring and enforcement efforts in
several areas. Specifically, we have examined Education’s oversight of schools with
regard to enforcement of Federal student aid eligibility requirements and compli-
ance with the ban on inducements.

In 2009, we reported weaknesses in Education’s oversight of student eligibility re-
quirements.? In particular, we found vulnerabilities in Education’s oversight of the
ability to benefit test process, which enables students without a high school diploma
or GED to gain access to Federal student aid funds if they pass a test of basic math
and English skills. In addition, we found that Education did not provide guidance
to prevent Federal student aid funds from going to students with fake high school
diplomas. Accordingly, we made recommendations to Education to improve oversight
in these areas.

In 2007, we found that Education lacked oversight tools to proactively detect vio-
lations of the ban on improper gifts or inducements between student loan companies
and schools.# Consequently, we made recommendations to improve Education’s over-
sight of lenders and schools. Congress recently terminated the authority to make
new loans under the Federal Family Education Loan Program.

Question 5. Has the GAO prepared an assessment of financial aid counseling at
non-profit institutions?

Answer 5. We have not conducted a broad assessment of financial aid counseling.
However, our work completed at non-profit institutions has considered what has
been done to assist students in understanding the various Federal student aid op-
tions for financing their postsecondary educations. For instance, in 2007, we re-
ported on the challenges Asian Americans and Pacific Islanders face in completing
postsecondary education degrees.> To help students overcome these challenges, we
found that some non-profit institutions provided additional financial aid counseling
to this group of students. Additionally, when we reviewed options for simplifying the
application process for financial aid in 2009, some GAO study group participants
told us that any simplification efforts needed to be accompanied by increased out-
reach to the States and the general public on college affordability, aid eligibility,
and the process of applying for financial aid.®

SENATOR ALEXANDER

Question 1. What conditions would you need to apply to be able to make this a
representative sample that could provide extrapolations beyond the schools you sur-
veyed? Would it be possible for you to conduct a similar review of non-profit institu-
tions of higher education using the same methodology to determine if these practices
?reklinliit‘?d to one sector or the other? What would the methodology for that project

ook like?

Answer 1. In order to be able to extrapolate the results of similar tests, several
steps would need to be taken. At a minimum, schools would have to be selected at

3 Proprietary Schools: Stronger Department of Education Oversight Needed to Help Ensure
Only Eligible Students Receive Federal Student Aid, GAO-09-600, August 17, 2009.

4Federal Family Education Loan Program: Increased Department of Education Oversight of
Lender and School Activities Needed to Help Ensure Program Compliance, GAO-07-750, July
31, 2007.

5Higher Education: Information Sharing Could Help Institutions Identify and Address Chal-
lenges Some Asian Americans and Pacific Islander Students Face, GAO-07-925, July 25, 2007.

6Federal Student Aid: Highlights of a Study Group on Simplifying the Free Application for
Federal Student Aid, GAO-10-29, October 29, 2009. In addition, in 2009 we recommended that
the Department undertake similar outreach efforts to States and high schools for the purposes
of announcing targeted grants for students (see Federal Student Aid: Recent Changes to Eligi-
bility Requirements and Additional Efforts to Promote Awareness Could Increase Academic
Competitiveness and SMART Grant Participation GAO-09-343, March 25, 2009).
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random. Given that there are approximately 2,000 for-profit colleges, operating in
50 States and the District of Columbia, it is possible that a random sample would
require site visits in all 50 States and DC. In addition, the number of schools tested
would likely have to be increased significantly in order to create an acceptable con-
fidence interval for test results, and a standard set of questions would have to be
asked at all tested locations to ensure comparability between the different schools
tested. Given the fluid nature of undercover testing and our experience with certain
schools not allowing students to obtain answers concerning financial aid questions,
a statistical sample with projectable results would require a substantial increase
from the scope, timeframes, and resources associated with the investigative results
presented at the August 4 hearing.

In addition, if requested to do so, GAO could conduct similar undercover tests at
non-profit colleges offering bachelors degrees, associates degrees, and certificates.
GAO has not researched all requirements for admissions into the various public and
private non-profit colleges, but based on our general understanding, at least some
4-year non-profit colleges require extensive application processes and have many
more applicants than classroom seats available. This situation is different than
many for-profit colleges that operate under an open enrollment policy which allowed
our investigators to apply for admissions and be accepted in the same visit. There-
fore the methodology for testing non-profit colleges could differ substantially.

Question 2. The Department of Education has recently proposed regulations on
misrepresentation to crack down on misleading advertising, misrepresentation by an
institution, and other forms of fraud that hurt students and the taxpayer. Do you
think that these proposed regulations will prevent the types of misrepresentation
that your investigators have discovered?

Answer 2. Although GAO is not in a position to comment on the proposed rules,
we believe that it is important for Education to take steps to strengthen its over-
sight in this area.

RESPONSE TO QUESTIONS OF SENATOR ENZI, SENATOR HAGAN, AND SENATOR
ALEXANDER BY DAVID HAWKINS

SENATOR ENZI

Question 1. What is the role of an admissions officer?

Answer 1. The primary function of an admission officer/counselor is to counsel
students and families through the admission process, from search to selection and
enrollment, aiming to match students’ talents, interests, and abilities with an insti-
tution. Admission officers meet with students individually or in small and large
groups at on-campus visitation events and at high schools and college fairs to com-
municate information about the admission process in general and the details about
admission to their institution. Providing general information, the level of which is
determined by the students’ knowledge of the college admission process, and institu-
tional details enables students to begin determining if a college/university will
match their goals and be a good “fit.” While admission officers generate interest to
create an application pool for their institution, they focus on the interests of the stu-
dent during the admission process and counsel students on fit, even if it means di-
recting students to another institution.

In addition to representing the institution to students and families, admission offi-
cers work to establish relationships with secondary school counselors and commu-
nity-based organizations in their assigned recruitment territories and local commu-
nities by providing information that will help the students served by those profes-
sionals learn about their institutions when working to find the right fit for postsec-
ondary education.

Establishing internal relationships at the college/university is equally important
in counseling students through the admission process. Full admission offices and in-
dividual admission counselors communicate frequently with offices of student finan-
cial aid, academic affairs, student life, housing, and the registrar; the exchange of
information enables admission counselors to provide updated and accurate general
information to students and families, as well as know where to direct students with
detailed and specific questions for each of these offices. Such questions include those
regarding cost and financial aid options, program offerings and faculty, involvement
opportunities, and academic advising and course selection.

Admission counselors review applications for purposes of selecting an appropriate
class for the institution. Factors used in the process help counselors craft a class
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by selecting students who are predicted to be successful at the institution and re-
turn each year through degree completion and graduation.!

Admission counselors also provide administrative support, based on their interest
and area of expertise, to office operations, such as work in communications and pub-
lications, event planning, data management and analysis, institutional strategic
planning, and institutional committees.

In our written testimony to the committee, we attached the NACAC Statement
on the Counseling Dimension of the Admission Process at the College/University
level. For the committee’s purposes, this statement, which we link again below, rep-
resents a critical element of the admission process that is largely absent in the cur-
rent for-profit admission business model.

NACAC Statement on the Counseling Dimension of the Admission Process at the
College/University Level: http:/ /www.nacacnet.org/AboutNACAC /Policies [ Docu-
ments | StmtCounsDimAdPrcsCol  UnivLvINEW.pdf.

Question 2. What is the role of a financial aid officer? 2

Answer 2. Financial aid administrators (FAAs) coordinate Federal, State, institu-
tional and private sources of aid, ensuring that eligibility criteria are met, students’
financial need is met, and overawards are avoided. This process is generally known
as “packaging” and includes formulating costs of attendance. FAA responsibilities
include verifying, when required or otherwise necessary, the family’s financial data
on the Free Application for Federal Student Aid (FAFSA). FAAs also counsel stu-
dents regarding financing options and terms and conditions of aid. FAAs exercise
professional judgment to adjust normal expectations for family contributions and
costs of attendance if a family’s circumstances deviate from the usual and warrant
such treatment. FAAs also ensure that reporting requirements to the Department
of Education are met and that allocations are fully and properly utilized.

Question 3. Please describe the circumstances under which an admissions officer
may take on the responsibilities of a financial aid officer.

Answer 3. In practice, the functions of admission and financial aid officers are
largely separate. Exceptions include senior-level managers who may serve as dean
of admission and financial aid, or vice president for enrollment management and fi-
nancial aid. In addition, admission counselors may be asked questions by students
and families about financial aid. Admission officers are well-versed in general infor-
mation pertaining to aid, and will often refer families to financial aid officers if the
questions are of sufficient detail or complexity.

Generally speaking, admission and financial aid are separate professions and re-
quire different expertise. Good practice and ethical considerations dictate a degree
of separation between recruitment and financial aid functions.

Question 4. What types of financial aid information are required to be provided
to prospective students? Does this require schools to provide prospective students
with estimates on specific amounts of aid that may be awarded?

Answer 4. Federal title IV regulations require disclosure of certain financial aid
information to prospective and current students, as shown below. Although criteria
for selecting aid recipients and determining the amount of a student’s award must
be disclosed, an estimate of specific amounts of aid for a given student is not re-
quired; in many cases, it would not be possible or even desirable to do so unless
thi) stl(lident has specifically applied for aid and a financial aid package has been de-
veloped.

Schools typically include allowable ranges of aid (minimum, if there is one, and
maximum) in student consumer information. Schools typically send tentative or ac-
tual award packages to students who have been accepted for admission, recognizing
that financial assistance is one of the essential factors a student uses to decide
where to attend. Once an aid award (package) is sent, regulations under cash man-
agement rules require additional information, also cited below.

PART 668—STUDENT ASSISTANCE GENERAL PROVISIONS
Subpart D—Student Consumer Information Services

Sec. 668.42 Financial assistance information.

(a)(1) Information on financial assistance that the institution must publish
and make readily available to current and prospective students under this subpart

1For more information on factors in the admission decision, see NACAC State of College Ad-
mission report, 2009.

2Responses to Senator Enzi’s questions nos. 2-5 were completed in conjunction with the Na-
tional Association of Student Financial Aid Administrators (NASFAA).
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includes, but is not limited to, a description of all the Federal, State, local, private
and institutional student financial assistance programs available to students who
enroll at that institution.

(2) These programs include both need-based and non-need-based programs.

(3) The institution may describe its own financial assistance programs by list-
ing them in general categories.

(4) The institution must describe the terms and conditions of the loans stu-
dents receive under the Federal Family Education Loan Program, the William D.
Ford Federal Direct Student Loan Program, and the Federal Perkins Loan Program.

(b) For each program referred to in paragraph (a) of this section, the informa-
tion provided by the institution must describe—

(1) The procedures and forms by which students apply for assistance;

(2) The student eligibility requirements;

(3) The criteria for selecting recipients from the group of eligible applicants;
and

(4) The criteria for determining the amount of a student’s award.

(¢) The institution must describe the rights and responsibilities of students
receiving financial assistance and, specifically, assistance under the title IV, HEA
programs. This description must include specific information regarding—

(1) Criteria for continued student eligibility under each program;

(2)(1) Standards which the student must maintain in order to be considered
to be making satisfactory progress in his or her course of study for the purpose of
receiving financial assistance; and

(i1) Criteria by which the student who has failed to maintain satisfactory
progress may re-establish his or her eligibility for financial assistance;

(3) The method by which financial assistance disbursements will be made to
the students and the frequency of those disbursements;

(4) The terms of any loan received by a student as part of the student’s finan-
cial assistance package, a sample loan repayment schedule for sample loans and the
necessity for repaying loans;

(5) The general conditions and terms applicable to any employment provided
to a student as part of the student’s financial assistance package; and

(6) The exit counseling information the institution provides and collects as re-
quired by 34 CFR 674.42 for borrowers under the Federal Perkins Loan Program,
by 34 CFR 685.304 for borrowers under the William D. Ford Federal Direct Loan
Program, and by 34 CFR 682.604 for borrowers under the Federal Stafford Loan
Program.

Subpart K—Cash Management

Sec. 668.165 Notices and authorizations.

(a) Notices. (1) Before an institution disburses title IV, HEA program funds for any
award year, the institution must notify a student of the amount of funds that the
student or his or her parent can expect to receive under each title IV, HEA program,
and how and when those funds will be disbursed. If those funds include Direct Loan
or FFEL Program funds, the notice must indicate which funds are from subsidized
loans and which are from unsubsidized loans.

In addition, NACAC’s Statement of Principles of Good Practice contains the
following references to financial aid:
Introduction

To enable all students to make the dream of higher education a reality, these insti-
tutions and individuals develop and provide programs and services in postsecondary
counseling, admission and financial aid.

Member Conventions

3. Members will provide accurate admission and financial aid information
to students, empowering all participants in the process to act responsibly.

6. Members will strive to provide equal access for qualified students through
education about financial aid processes and institutional financial aid policies.

All Members—Mandatory Practices
B. Admission, Financial Aid and Testing Policies and Procedures

Members agree that they will:

1. not publicly announce the amount of need-based aid awarded to any stu-
dent without his/her permission;
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2. not guarantee admission or specific college placement or make guarantees
of any financial aid or scholarship awards prior to an application being submitted,
except when pre-existing criteria are stated in official publications;

3. not make unethical or unprofessional requests of other admission coun-
seling professionals;

4. send and receive information about candidates in confidence;

6. not use minimum test scores as the sole criterion for admission, advising
or for the awarding of financial aid,;

Post-Secondary Members—Mandatory Practices

1. state clearly the requirements for the first-year and transfer admission and
enrollment processes, including secondary school preparation, standardized testing,
financial aid, housing and notification deadlines, and refund procedures;

B. Admission, Financial Aid and Testing Policies and Procedures
Postsecondary members agree that they will:

1. accept full responsibility for admission and financial aid decisions and for
proper notification of those decisions to candidates;

3. permit first-year candidates for fall admission to choose, without penalty,
among offers of admission and financial aid until May 1. (Candidates admitted
under an Early Decision program are a recognized exception to this provision);

5. work with their institutions’ senior administrative officers to ensure that
financial aid and scholarship offers and housing options are not used to manipu-
late commitments prior to May 1,

7. state the specific relationship among admission and financial aid prac-
tices and policies;

8. notify accepted aid applicants of financial aid decisions before the enroll-
ment confirmation deadline, assuming all requested application forms are received
on time;

9. clearly state policies on renewal of financial aid that will typically include
a review of students’ current financial circumstances;

10. not knowingly offer financial aid packages to students who are com-
mitted to attend other institutions, unless the students initiate such inquiries. Ath-
letic scholarships, which adhere to nationally-established signing periods, are a rec-
ognized exception to this provision;

All members—Interpretations of Mandatory Practice

B. Admission, Financial Aid and Testing Policies and Procedures
All members agree that they will:

6. Financial aid is defined as grants, loans, work-study and scholarships.
This practice does not apply to scholarship and financial aid programs that fall
under state mandates.

Early Decision (ED) is the application process in which students make a commit-
ment to a first-choice institution where, if admitted, they definitely will enroll.
While pursuing admission under an Early Decision plan, students may apply to
other institutions, but may have only one Early Decision application pending at any
time. Should a student who applies for financial aid not be offered an award that
makes attendance possible, the student may decline the offer of admission and be
released from the Early Decision commitment. The institution must notify the appli-
cant of the decision within a reasonable and clearly stated period of time after the
Early Decision deadline. Usually, a nonrefundable deposit must be made well in ad-
vance of May 1. The institution will respond to an application for financial aid at
or near the time of an offer of admission.

Interpretations of Mandatory Practices—Postsecondary Members

A. Promotion and Recruitment
All postsecondary members agree that they will:

1. state clearly the requirements for the first-year and transfer admission and
enrollment processes, including secondary school preparation, standardized testing,
financial aid, housing and notification deadlines, and refund procedures by:

d. providing students, families and secondary schools with the most com-
prehensive information about costs of attendance and opportunities for all types
of financial aid, and state the specific relationship between and among admis-
sion and financial aid practices and policies;

i. clearly stating all deadlines for application, notification, housing, and can-
didates’ reply requirements for both admission and financial aid,;

B. Admission, Financial Aid and Testing Policies and Procedures
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All postsecondary members agree that they will:

3. permit first-year candidates for fall admission to choose, without penalty,
among offers of admission and financial aid until May 1. Candidates admitted
under an Early Decision program are a recognized exception to this provision.

a. It is understood that May 1 will be viewed as the postmark date and/
or the receipt date for electronic submissions. Colleges that solicit commitments
to offers of admission and/or financial assistance prior to May 1 may do so
provided those offers include a clear statement in the original offer that written
requests for extensions and admission deposit refunds until May 1 will be
granted, and that such requests will not jeopardize a student’s status for admis-
sion or financial aid,;

b. When May 1 falls on a Sunday or holiday, May 2 becomes the recognized
date.

4. not offer exclusive incentives that provide opportunities for students apply-
ing or admitted Early Decision that are not available to students admitted under
other admission options. Examples of exclusive incentives include special dorms for
ED admits; honors programs only for ED admits; full, need-based financial aid
packages for ED admits only; special scholarships for ED admits only; or any prom-
ise of an advantage in the admission process if student(s) convert from Regular Ad-
mission to Early Decision.

7. state the specific relationship among admission and financial aid prac-
tices and policies. Colleges and universities may apply enrollment strategies to deci-
sions to admit, wait list or deny students on the basis of stated or unstated finan-
cial need.

Examples include:

a. colleges that might prioritize wait lists by students’ level of financial
need;

b. institutions that employ “need aware” admission for the bottom 10 per-
cent of the class.

10. not knowingly offer financial aid packages to students who are com-
mitted to attend other institutions, unless the students initiate such inquiries. Ath-
letic scholarships, which adhere to nationally established signing periods, are a
recognized exception. The National Collegiate Athletic Association (NCAA) has es-
tablished bylaws, operational manuals and legislative directives guiding Division I,
II, and III sports for men and women. Each NCAA division has its own set of rules
and bylaws that govern intercollegiate athletics. In addition to divisional regula-
tions, there are playing rules committees that set rules for specific sports. Each
sport includes calendars regulating quiet periods, dead periods, evaluation periods,
contact periods, and eventually, National Letter of Intent signing dates that occur
in November, February and April. All such dates are in advance of May 1, the Na-
tional Candidates Reply Date for admission. NACAC will continue to work with the
NCAA to recognize May 1 as a critical date on the admission calendar. For more
information on NCAA deadlines, dates and requirements, visit www.NCAA.org.

II. Postsecondary Members—Best Practices

B. Admission, Financial Aid and Testing Policies and Procedures
All postsecondary members should:

1. provide in the notification letter of those applicants offered a place on the
wait list a history that describes the number of students offered places on the wait
lists, the number accepting places, the number offered admission, and the avail-
ability of financial aid and housing;

5. admit candidates on the basis of academic and personal criteria rather
than financial need. This provision does not apply to international students ineli-
gible for Federal student assistance;

9. view financial aid as supplementary to the efforts of students’ families
when students are not self-supporting;

10. meet the full need of accepted students to the extent possible, within
the institution’s capabilities;

11. should state that eligibility for, and packaging of, need-based and merit
aid will be comparable for students admitted under Early and Regular programs;

12. utilize an equitable process of needs analysis methodology in making ex-
pected estimates or awards of the amount of financial aid that may be available
to students after documentation is provided;

13. notify accepted aid applicants of financial aid decisions as soon as pos-
sible before the enrollment notification deadline date, assuming all requested appli-
cation forms are received on time;
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1I. Postsecondary Members—lInterpretations and Monitoring

B. Admission, Financial Aid and Testing Policies and Procedures
All postsecondary members agree that they will:

3. permit first-year candidates for fall admission to choose, without penalty,
among offers of admission and financial aid until May 1. Candidates admitted
under an Early Decision program are a recognized exception to this provision.

a. It is understood that May 1 will be viewed as the postmark date and/
or the receipt date for electronic submissions. Colleges that solicit commit-
ments to offers of admission and/or financial assistance prior to May 1
may do so provided those offers include a clear statement in the original
offer that written requests for extensions and admission deposit refunds
until May 1 will be granted, and that such requests will not jeopardize a
student’s status for admission or financial aid,;

b. When May 1 falls on a Sunday or holiday, May 2 becomes the recog-
nized date.

4. not offer exclusive incentives that provide opportunities for students apply-
ing or admitted Early Decision that are not available to students admitted under
other admission options. Examples of exclusive incentives include special dorms for
ED admits; honors programs only for ED admits; full, need-based financial aid
packages for ED admits only; special scholarships for ED admits only; or any prom-
ise of an advantage in the admission process if student(s) convert from Regular Ad-
mission to Early Decision.

7. state the specific relationship among admission and financial aid prac-
tices and policies. Colleges and universities may apply enrollment strategies to deci-
sions to admit, wait list or deny students on the basis of stated or unstated finan-
cial need.

Examples include:

a. colleges that might prioritize wait lists by students’ level of finan-
cial need;

b. institutions that employ “need aware” admission for the bottom 10
percent of the class.

10. not knowingly offer financial aid packages to students who are com-
mitted to attend other institutions, unless the students initiate such inquiries. Ath-
letic scholarships, which adhere to nationally established signing periods, are a rec-
ognized exception. The National Collegiate Athletic Association (NCAA) has estab-
lished bylaws, operational manuals and legislative directives guiding Division I, II,
and IIT sports for men and women. Each NCAA division has its own set of rules
and bylaws that govern intercollegiate athletics. In addition to divisional regula-
tions, there are playing rules committees that set rules for specific sports. Each
sport includes calendars regulating quiet periods, dead periods, evaluation periods,
contact periods, and eventually, National Letter of Intent signing dates that occur
in November, February and April. All such dates are in advance of May 1, the Na-
tional Candidates Reply Date for admission. NACAC will continue to work with the
NCAA to recognize May 1 as a critical date on the admission calendar. For more
information on NCAA deadlines, dates and requirements, visit www.NCAA.org.

1I. Postsecondary Members—Best Practices
B. Admission, Financial Aid and Testing Policies and Procedures
All postsecondary members should:

1. provide in the notification letter of those applicants offered a place on the
wait list a history that describes the number of students offered places on the wait
lists, the number accepting places, the number offered admission, and the avail-
ability of financial aid and housing;

5. admit candidates on the basis of academic and personal criteria rather
than financial need. This provision does not apply to international students ineli-
gible for Federal student assistance;

9. view financial aid as supplementary to the efforts of students’ families
when students are not self-supporting;

10. meet the full need of accepted students to the extent possible, within the
institution’s capabilities;

11. should state that eligibility for, and packaging of, need-based and merit
aid will be comparable for students admitted under Early and Regular programs;

12. utilize an equitable process of needs analysis methodology in making ex-
pected estimates or awards of the amount of financial aid that may be available
to students after documentation is provided;
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13. notify accepted aid applicants of financial aid decisions as soon as pos-
sible before the enrollment notification deadline date, assuming all requested appli-
cation forms are received on time;

II1. Counseling Members—Best Practices

A. Admission, Financial Aid and Testing Policies and Procedures
Counseling members should:

3. provide information about opportunities and requirements for financial
aid;

13. refrain from encouraging students to apply to particular colleges and uni-
versities to enhance the high schools’ statistical records regarding the number or
amount of scholarship awards received;

Question 5. Please describe the information a financial aid officer would be able
to accurately provide a student who has neither applied nor enrolled.

Answer 5. This question could encompass a number of scenarios, depending on
whether “applied” refers to application for admission to the school or application for
financial assistance, and on whether “enrolled” means the student has accepted the
offer of admission or has actually registered for classes.

Typically, a student who has not applied for assistance (i.e., filed a FAFSA) can
be provided accurate information only regarding the general student consumer infor-
mation described in Q&A #4, above.

A student who has filed a FAFSA but has not applied for or accepted an offer
of admission may be provided a tentative aid package or not, depending on school
policy. A student who has applied for aid but not for admission would likely get only
general student consumer information. A student who has applied for aid and has
been offered admission would probably be offered an aid package, as that is part
of the student’s decisionmaking process.

These likelihoods result from the limited nature of at least some forms of aid:
given limited available amounts, a school would not be able to accurately determine
individual student awards unless it knows roughly how many students will likely
attend. So, a balance must be achieved between providing specific award amounts
and offering funds to the students most likely to attend the school. Thus, some
schools would offer a financial aid package including estimated award amounts to
all accepted students who applied for aid, having based those amounts on an anal-
ysis of past experience with numbers of admitted students who actually attend,
while other schools would offer an aid package only after a student has accepted
the offer of admission.

Question 6. One of NACAC’s strategic goals is to “proactively encourage, welcome
and value diverse perspectives in membership.” (http://www.nacacnet.org/
AboutNACAC [ Pages /[ strategicpriorities.aspx) NACAC appears to restrict its institu-
tional and counselor membership to only non-profit organizations and admissions
personnel. Do you have any members from for-profit schools in any other member-
ship categories? Why does NACAC restrict its membership to non-profit and public
schools? Wouldn’t for-profit schools and counselors also benefit from NACAC’s pro-
grams and training?

Answer 6. At present, NACAC’s bylaws only allow for non-profit institutional
membership for postsecondary institutions. Twice in the last decade, the NACAC
membership has voted on proposals to allow for-profit colleges to become members.
On both occasions, the measure failed by relatively close margins. Members do gen-
erally believe that admission professionals at for-profit colleges could benefit from
NACAC’s programs and services. Perhaps more importantly, a large number of
members believe that the students who are potentially interested in for-profit col-
leges stand to benefit from a more ethical recruiting environment. However, a ma-
jority of members on both occasions were unconvinced, given the state of practice
at many for-profit institutions and the apparently widespread disregard for Federal
laws, that for-profit institutions would be seriously committed to ethical practice.

A large number of our members, as well as our leadership and staff, remain open
to for-profit membership in the future, particularly if institutions demonstrate a
commitment to ethical practice in admission and recruiting.

Question 7. Does NACAC take a position on the fact that tuition at all higher edu-
cation institutions is increasing at above the rate of inflation and has been for many
years? Does NACAC believe higher education is providing the same value for the
money as it did in 1992? Please explain.

Answer 7. NACAC believes in the value of higher education, and believe that it
continues to be a worthwhile investment. Data from the Census Bureau’s Current
Population Survey (http:/ | www.census.gov | compendia [ statab /2010 [ tables /|
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10s0227.pdf) continues to suggest that individuals who obtain a Bachelor’s degree
garil nearly twice as much in annual salary as those who hold only a high school
iploma.

While we know college costs are a major challenge to many families in the United
States, we also understand that the circumstances that have led to the current col-
lege pricing structure are complex and not easily reversed. Several important factors
for the committee to consider include 3:

Published Tuition and Fee and Room and Board Charges

Published tuition and fees at public 4-year colleges and universities rose at an av-
erage annual rate of 4.9 percent per year beyond general inflation from 1999-2000
to 2009-10, more rapidly than in either of the previous two decades. The rate of
growth of published prices at both private not-for-profit 4-year and public 2-year in-
Ztituzslions was lower from 1999-2000 to 2009-10 than in either of the previous two

ecades.

e Published charges do not reflect the prices most students pay. About one-third
of full-time students pay without the assistance of grant aid, and some of these stu-
dents receive Federal tax credits and deductions to help cover expenses.

e Published in-state tuition and fees at public 4-year institutions average $7,020
in 2009-10, $429 (6.5 percent) higher than in 2008-9. Average total charges, includ-
ing tuition and fees and room and board, are $15,213, up 5.9 percent.

e Published out-of-state tuition and fees at public 4-year colleges and universities
average $18,548, $1,088 (6.2 percent) higher than in 2008-9. Average total charges
are $26,741, up 6.0 percent.

e Published tuition and fees at public 2-year colleges average $2,544, $172 (7.3
percent) higher than in 2008-9.

o Published tuition and fees at private not-for-profit 4-year colleges and univer-
sities average $26,273 in 2009-10, $1,096 (4.4 percent) higher than in 2008-9. Aver-
age total charges are $35,636, up 4.3 percent.

e Estimated published tuition and fees at private for-profit institutions average
$14,174, $859 (6.5 percent) higher than in 2008-9.

e Largely due to fluctuating energy prices, the Consumer Price Index (CPI) de-
clined by 4.0 percent from July 2008 to January 2009 and then rose by 2.0 percent
from January 2009 to July 2009, yielding a decline of 2.1 percent for the year. This
decline means that inflation-adjusted increases in prices this year are larger than
current dollar increases.

e All students, whether they live in campus housing or not, must buy books and
supplies and pay for food, housing and other living expenses while in school. They
would face many similar expenses if they were not in school, but would be able to
devote more time to the labor force.

Variation in Tuition and Fees

Half of all full-time public and private not-for-profit 4-year college students attend
institutions charging tuition and fees less than $8,679, and half attend institutions
with higher published prices.

e In 2009-10, published in-State tuition and fees at public doctorate-granting uni-
versities are $7,797, compared to $6,094 at public master’s universities, and $5,930
at public baccalaureate colleges.

e About 24 percent of all full-time students attending 4-year colleges are enrolled
in institutions with published prices below $6,000 per year. This includes 33 percent
of public college students and 5 percent of private college students.

e About a quarter of full-time 4-year college students are enrolled in institutions
with published prices of $21,000 per year or higher. These students attend either
private institutions or public institutions outside their states of residence.

e Although the average increase in tuition and fees at public 4-year colleges in
2009-10 is 6.5 percent for in-State students and 6.2 percent for out-of-state stu-
dents, 15 percent of full-time students in this sector attend institutions that in-
creased their published prices by 12 percent or more, and 17 percent attend institu-
tions that increased their prices by less than 3 percent.

e In 2009-10, the New England region has the highest average public 4-year
prices and the South has the lowest.

Institutional Finances

The $7,953 State tax appropriations per student in 2008-9 were 12 percent
($1,100) lower in constant dollars than a decade earlier.

3Excerpted from the College Board’s Trends in College Pricing, 2009.* http:/ /www.trends-
collegeboard.com [college pricing [ highlights.html.
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e Nationally, State appropriations per $1,000 in personal income declined from
$9.74 in 1989-90 to $7.36 in 1999-2000, and $6.50 in 2008-9.

e As of June 2008, 18 private colleges and universities had endowment assets ex-
ceeding $500,000 per student. The vast majority of the more than 1,600 private not-
for-profit institutions and more than 650 public 4-year institutions had much lower
endowments or no endowments at all.

e In 2007-8, average salaries for full-time faculty members at public 2-year col-
leges were the same in inflation adjusted dollars as they had been in 1991-92. Aver-
age salaries had increased 4 percent at public 4-year and 11 percent at private not-
for-profit 4-year institutions over these 16 years.

Question 8. According to NACAC’s Web site: The average student loan debt nearly
doubled from 1992 to 2004. Does NACAC believe the current average debt levels of
students attending non-profit and public higher education are appropriate?

Answer 8. NACAC has been concerned about rising debt levels for all students,
regardless of the type of institution. We believe that in general, students are being
asked to shoulder a much larger burden than they have in the past. Accordingly,
we have advocated for reforms to student aid programs to attempt to lower such
debt. Among the positions NACAC has adopted include support for:

e Establishment of Income Based Repayment (IBR);

e Enactment of the Health Care and Education Reconciliation Act, which made
historic investments in Federal need-based aid;

o Allowing student loans to be dischargeable in bankruptcy;

e Increased need-based financial aid, such as the Pell grant;

e Reductions in student loan interest rates; and

e Limitations on credit card marketing on college campuses.

Of particular concern to this committee, though, is a trend identified in a College
Board analysis of student borrowing data from the National Postsecondary Student
Aid Survey (NPSAS). According to the College Board, “between 2003—4 and 2007—
8, debt levels increased rapidly for students in the for-profit sector and for all of
those earning certificates and two-year degrees. However, the increase was rel-
atively small for bachelor’s degree recipients in public and private four-year col-
leges.” (http:/ / professionals.collegeboard.com [ profdownload [ cb-policy-brief-college-
stu-borrowing-aug-2009.pdf).

Question 9. Does NACAC take a position on declining higher education completion
rates? For example, many supposedly 4-year programs at some institutions take the
average student 6 years or more to complete. Does NACAC advise its members to
provide transparent information on actual completion rates and time to complete
programs of higher education before students are admitted?

Answer 9. NACAC does not take a position on higher education completion rates.
NACAC does recommend that institutions offer such information to students, par-
ticularly in light of the Higher Education Act requirements that institutions report
completion rates to prospective students. NACAC served on an advisory committee
to the National Postsecondary Education Cooperative (NPEC) in its effort to estab-
lish the “Information Required to Be Disclosed Under the Higher Education Act of
1965: Suggestions for Dissemination.” (http:/ | nces.ed.gov [ pubs2010/
2010831Irev.pdf) Earlier this year, we circulated the publication to our membership
to help promote understanding of the requirements for providing information to pro-
spective students. The following is an excerpt from the NPEC guidance on gradua-
tion rate disclosures required under the Higher Education Act.

“Each institution must annually make available to prospective and enrolled
students the completion or graduation rate of certificate—or degree-seeking,
first-time, full-time, undergraduate students. The data are to be available by
July 1 each year for the most recent cohort that has had 150 percent of normal
time for completion by August 31 of the prior year.

If the information is requested by a prospective student, it must be made
available prior to the student’s enrolling or entering into any financial obliga-
tion with the institution.

Note: Institutions may add other information to their completion/graduation
rate disclosures (e.g., graduation rates for other timeframes, but the HEA-
required information must be identifiable and separate from any additional in-
formation).

An institution that determines that its mission includes providing substantial
preparation for students to enroll in another title IV, HEA-eligible institution
must disclose a transfer-out rate for each cohort. A student shall be counted as
a completion or graduation if the student earns a degree or certificate or com-
pletes a transfer-preparatory program within 150 percent of normal time for the
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student’s program. Note: These data are collected in the IPEDS Graduation
Rate Survey (GRS).

The HEOA (Sec. 488(a)(3)) added a provision requiring that the completion
or graduation rates must be disaggregated by
e gender;
major racial and ethnic subgroup (as defined in IPEDS);
recipients of a Federal Pell grant;
recipients of a subsidized Stafford Loan who did not receive a Pell grant; and
students how did not receive either a Pell grant; or a subsidized loan.

Students are to be considered to have received a grant or loan if they received
it [for] the period used for determining the cohort—fall term or full year.

These disaggregated rates are to be disclosed only If the number of students
in each group is sufficient to yield statistically reliable information and not re-
veal personally identifiable information about an individual student. The re-
quirement for disaggregation does not apply to 2-year degree-granting
institutions until academic year 2011-2012.

Institutions are allowed to exclude from completion/graduation or transfer-out
rate calculations those students who leave school to serve in the Armed Forces,
on official church missions, or with a Federal foreign aid service, or are de-
ceased or totally and permanently disabled.

The HEOA (Sec. 488(a)(2)) added a provision that applies to institutions for
which students who leave school to serve in the Armed Forces, on official church
missions, or with a recognized Federal foreign aid service represent 20 percent
or more of the certificate- or degree-seeking, full-time undergraduates at the in-
stitution. Those institutions may include the students who leave for such service
in their completion/graduation rate calculations but allow for the time the stu-
dents were not enrolled due to their service by adding the time period the stu-
dents were not enrolled due to their service to the 150 percent of normal time
used in the calculations.”

Question 10. Do NACAC members review or advise students on filling out the
Free Application for Federal Student Aid (FAFSA)? What sort of training does
NACAC provide for its members on the FAFSA? Are NACAC members required to
verify data on a FAFSA they assist a student with?

Answer 10. Postsecondary NACAC members do not review students’ FAFSA or
advise students on filling out the FAFSA. Admission counselors simply encourage
students to complete the FAFSA by the recommended institutional, State, and Fed-
eral filing dates. Institutional student financial aid and admission offices often part-
ner to host financial aid workshops for prospective students and families to learn
about the types of available institutional, State, and Federal aid options, the EFC,
and the necessary FAFSA documents, as well as walk through the FAFSA and/or
FAFSA on the Web Worksheet.

Secondary NACAC members, independent counselors, and community-based orga-
nization staff may help first-generation, low-income, and minority students and
their families, who may lack “college knowledge,” complete the FAFSA to overcome
this known college access barrier for under-represented students. Counselors will
advise families to gather the necessary documents to complete the FAFSA; however,
they do not aim to verify this personal family information.

At the annual NACAC conference and the annual conferences of NACAC’s 23
State and regional affiliates, financial aid sessions are held on a wide variety of top-
ics. The content of sessions may include aid research, award distribution, and tools
for helping students fund their education. A staple of the conferences is a session
on the practical changes to the FAFSA based on statutory and regulatory changes
in Federal student aid. FAFSA session presenters include U.S. Department of Edu-
cation staff, State education agency staff, vice presidents/deans/directors of enroll-
ment management, and deans/directors of financial aid. NACAC has also provided
free online seminars for its members on topics such as “The Basics of Borrowing”
and “Understanding the Financial Aid Award Notification Letter and Working with
Financial Aid Offices.”

In addition, NACAC urges members to participate in conferences, workshops, and
webinars offered by Federal Student Aid to broaden their knowledge base and be
prepared to answer basic and intermediate-level questions about Higher Education
Act Title IV aid programs. NACAC helps to facilitate such training by its partner-
ship in the “National Training for Counselors and Mentors” (NT4CM) effort in con-
junction with FSA, financial aid administrators, community-based organizations,
counselors, and guaranty agencies.
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Question 11. Has NACAC taken action against any members who violate NACAC
ethical codes, including anyone involved in National Collegiate Athletic Association
athletic recruiting violations? Please provide a summary of any actions taken
against institutions or individual members in the last 5 years.

Answer 11. NACAC’s Statement of Principles of Good Practice (http://
www.nacacnet.org | AboutNACAC | Policies | Documents | SPGP.pdf) is comprised of
Mandatory Practices, Interpretations of Mandatory Practices and Best Practices.
Mandatory practices are enforceable for NACAC member institutions. The following
is a list of actions taken by NACAC during the past 5 years, organized by the man-
datory practice constituting the basis for the action. (Notes: Names of specific insti-
tutions have been omitted for purposes of confidentiality. The control and state of
the institution are provided to afford the committee an opportunity to see the types
of institutions involved. “Resolved” indicates that institution agreed to bring practice
into compliance with NACAC standards.)

Ranking Choices: Postsecondary members agree that they will not require or
ask candidates or their secondary schools to indicate the order of the candidates’ col-
lege or university preferences, except under Early Decision.

2006: Private college (Florida) application asked for rank order of choices (re-
solved)

2007: Private College (New York) online application ask for rank order of choices
(resolved)

2008-09: Private college (Virginia) online application asked for rank order of
choices (resolved)

2008-09: Private college (New Hampshire) application asked for rank order of
choices (resolved)

May 1—National Candidates Reply Date: Members agree that they will per-
mit candidates for fall admission to choose among offers of admission, financial aid
and scholarships until May 1 and will state this deadline explicitly in their offers
of admission.

2006: Private college (Michigan) (resolved)

2006: Public college (Virginia)—scholarship offer with early reply requirement (re-
solved)

2006: Public college (Michigan)—scholarships—requested early notification of ac-
ceptance (resolved)

2007: Private college (New Jersey)—acceptance letter did not indicate May 1 (re-
solved)

2007: Private college (Ohio)—scholarship competition—students had to pay $100
to compete and that was due prior to May 1 (resolved)

2008: Private college (Illinois)—encouraging students to deposit by April 18th to
receive on time tuition discount (resolved)

2008: Public college (Texas) scholarship office sent letter requiring response by
March 21 (resolved)

2008-09: Public College (Arizona)—aggressive tactics to “close the deal” before
May 1 (resolved)

2008-09: Private college (Utah)—Institution required students to commit within
30 days of admission offer—Institution terminated membership in NACAC

2008-09: Private college (Tennessee)—Scholarship offer required response before
May 1 (resolved)

2008-09: Public college (West Virginia)—asked students to deposit immediately or
risk being deferred (resolved)

2008-09: Private college (Alabama)—non-refundable enrollment fee to hold place
ASAP (resolved)

2009: Public college (Tennessee)—Scholarship requirement to respond by April 15
(resolved)

2010: Private college (North Carolina)—reservation form required earlier response
(resolved)

2010: Private college (Louisiana)—scholarship award letter requiring response
and deposit by March 31 (resolved)

2010: Public college (Louisiana)—scholarship letter requiring acceptance by Feb-
ruary and not May 1 (resolved)

2010: Private college (Florida)—inappropriate deposit requirement (resolved)
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2010: Public college (Connecticut)—inappropriate deposit requirement (status
pending)

Manipulating Commitments Prior to May 1: Postsecondary members agree
that they will work with their institutions’ senior administrative officers to ensure
that financial aid and scholarship offers and housing are not used to manipulate
commitments prior to May 1.

2009: Public college (Alabama)—housing deposit and registering for orientation
prior to May 1 (resolved)

Use of Incentives: Members agree that they will not offer or accept any reward
or remuneration from a secondary school, college, university, agency, or organization
for placement or recruitment of students.

2006: Private college (Illinois)—referral awards for students (resolved)

2007: Private college (Ohio)—Pharmacy program commitment (resolved)

2009: Private college (Pennsylvania)—after May 1 respond date and decline—sent
student an email offering additional scholarship money (status pending)

2010: Private college (Virginia)—student accepted to two Virginia colleges was of-
fered an additional scholarship of $3,000 to attend one over the other (resolved)

2010: Private college (Alabama)—In Early Action letter the institution offered
iPods or iPhone to first 500 applicants submitting a nonrefundable deposit by Octo-
ber 15 (resolved)

Student Information Privacy: Members agree that they will be responsible for
compliance with applicable laws and regulations with respect to the students’ rights
to privacy.

2006: Public college (Illinois)—sharing student information with branch campus
(resolved)

Accurately Representing Institutional Information: Members agree that
they will accurately represent and promote their schools, institutions, organizations
and services. Members agree that they will state clearly the requirements for the
first year and transfer admission and enrollment processes, including secondary
school preparation, standardized testing, financial aid, housing and notification
deadlines, and refund procedures

2007: Public college (New York) (resolved)

2007: Public college (New York)—students in a special program were not told they
had to purchase books and computers (resolved)

2009: Private college (New York)—“Guaranteed Transfer” offer (resolved)

Waitlist: Postsecondary members agree that they will establish wait list proce-
dures that ensures that no student on any wait list is asked for a deposit in order
to remain on the wait list or for a commitment to enroll prior to receiving an official
written offer of admission.

2007: Private college (Minnesota) resolved)

2010: Private college (Massachusetts)—letter to wait list applicants requesting a
deposit to stay on the list (resolved)

2010: Private college (Tennessee) sent acceptance letter to waitlisted students and
had to correct error (resolved)

Admission based on test scores only: Postsecondary members agree that they
will not use minimum test scores as the sole criterion for admission, advising or for
the awarding of financial aid.

2009: Public college (Kansas) resolved

Application Deadlines before October 15th: Postsecondary members agree
that they will not establish any application deadlines for first year candidates for
fall admission prior to October 15 and will give equal consideration to all applica-
tions received by that date.

2009: Public college (South Carolina) resolved

2010: Public College (Georgia)—Early Action deadline is October 1 (resolved)

Disparaging Comparisons: Postsecondary members agree that they will not use
disparaging comparisons of secondary or postsecondary institutions

2008—Private college (Texas) made disparaging remarks about private college (In-
diana) resolved

Question 12. In 2007, NACAC surveyed public and non-profit institutions and
found that 60 percent of respondents had received applications from undocumented
students/illegal aliens. Did NACAC also ask if any of those institutions admitted



139

such students and whether they received any form of aid? Does NACAC support al-
lowing illegal aliens to attend U.S. schools of higher education? Should illegal aliens
receive State or Federal financial aid to attend college or be treated as in-State for
State university tuition purposes?

Answer 12. NACAC’s 2007 survey did not inquire as to whether undocumented
students were admitted or awarded aid.

NACAC supports the DREAM Act (S.729), which would resolve an inconsistency
in Federal law facing students who have graduated from U.S. high schools and are
interested in attending college. Passage of the DREAM Act would afford proper doc-
umentation for such students. The DREAM Act would also allow States to make de-
cisions about whether to treat such students as residents for purposes of deter-
mining tuition.

Question 13. Please provide a breakdown of NACAC’s membership by member cat-
egories: Institutional Membership, School District or University System Membership,
Individual Membership, Organization or Agency Membership, Independent Coun-
selor Membership. Please include the total public sector versus private sector mem-
bers in each category and voting versus non-voting (where appropriate).

Answer 13.

Al N Non- Public Private Did not self-
Member rate type members Vating voting sector sector identify

Total Institutional Memberships ........cccoevvervrrvrerienns 3,643 3,643 0 1,346 1,962 335
Total School District or University System Member-

ships 80 80 0 47 10 23

Total Individual Memberships 6,566 5,595 971 1,680 3,772 1,114

Total Organization or Agency Memberships 215 88 127 4 3 208

Total Independent Counselor Memberships 411 411 0 3 2 406

As of 8-17-2010 Total—AIl NACAC Memberships ..... 10,915 9,817 1,098 3,080 5,749 2,086

SENATOR HAGAN

Question 1. As you probably know, title IV aid is technically provided to stu-
dents—not the school—and therefore the Federal Government places no restrictions
on how this revenue can be used by schools. In short, there is no requirement that
a school devote any portion of title IV dollars to the education of their students. In-
stead, they can choose to use this money on marketing, recruitment or any adminis-
trative expense that they choose.

I think we can agree that the primary goal of an institute of higher education is
to provide a quality education to every student that enrolls. This goal is evident in
your testimony and through the work that you are doing as the director of public
policy at NACAC. What are your thoughts on how we might change the mindset
of these institutions that are so focused on bringing a high volume of students in
their front door but may be failing to provide them with the best education possible?

Answer 1. The key transaction that Congress should be concerned about is the
use of Federal taxpayer funds to support the profit motive in for-profit colleges. In-
deed, the purpose of many Higher Education Act program integrity protections seek
to mitigate the effects of the profit motive by applying rules specific to the sector.

In the evolution of the participation of for-profit colleges in student aid programs,
it seems apparent that the over-reliance of these institutions on Federal aid for prof-
it—often at the expense of students who enroll—is the key policy problem. As you
suggest, the for-profit sector has successfully rolled back many protections that Con-
gress and the Department of Education put in place to safeguard the integrity of
taxpayer funds. As the Department’s Inspector General testified in 2005, protections
t}];at are eliminated must be replaced by other safeguards against waste, fraud and
abuse.

“I know there has been discussion about doing away with this rule or that
rule, and the question I would always ask when you are doing away with a rule
is what abuse was it designed to stop? And then if you are eliminating a rule,
if there is a concern that the abuse will return, then what alternative would
you offer for that rule?” (Thomas Carter, Deputy Inspector General, U.S. Depart-
ment of Education, Hearing of the House Education & Workforce Committee,
March 1, 2005)
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Below are some of the key challenges for Congress, and areas where statutory
changes may reduce the chance of regulations that bend to the political winds later.

e Use of funds for advertising and marketing: Many for-profit institutions spend
vast amounts of money on advertising and marketing. While marketing is important
for all colleges and universities, there may be common sense limits that Congress
could place on the use of taxpayer funds for such purposes.

e Expansion of 90-10 (or subsequent limit) rule to include ALL taxpayer funds:
At present, the Higher Education Act only requires that for-profit institutions not
receive more than 90 percent of their revenue from title IV sources. The remaining
10 percent can be gathered from other Federal sources, such as Veterans’ benefits
and workforce investment funds.

o Rethink the 90-10 rule: The Higher Education Act requires that for-profit col-
leges earn no more than 90 percent of their total revenue from title IV sources. At
present, many for-profit institutions earn nearly 90 percent of their revenue from
Federal title IV funds. One step Congress could take is to lower the threshold of
Federal funds from which for-profit colleges can derive their revenue.

e Define new controls for distance education: The elimination of the 50 percent
rule has allowed the proliferation of exclusively online education programs. Because
the absence of classroom instruction was an initial program integrity concern for
Congress in establishing the 50 percent rule, it may be appropriate to reinstate a
class time requirement or explore other controls to ensure program integrity in ex-
clusively online programs.

o Adjust statute to reinforce proposed regulations: While the Department of Edu-
cation’s proposed regulations are rooted in existing statute, adopting statutory lan-
guage that makes clear the legislature’s agreement with the intent of the regulatory
purpose would help ensure against future efforts to deregulate. Areas including, but
not limited to, gainful employment, incentive compensation, misrepresentation, and
accreditation may warrant further consideration by Congress.

Question 2. According to a February 23, 2010 GAO report regarding incentive
compensation violations, unethical and fraudulent practices occurred between 1998
and 2002 when the ban on incentive pay was in place (prior to the safe harbor
rules). This seems to indicate that there was, and is, a widespread disregard for con-
gressional oversight by schools.

I know that the Department of Education’s recent Notice of Proposed Rulemaking
(NPRM) would eliminate the “safe harbor” provisions and restore the Federal Gov-
ernment’s protection against this recurring and unethical practice.

My concern is that in a different political environment we may again be faced
with another set of “safe harbor” rules. Do you think that Congress should do some-
thing different to ensure that these rules stick this time?

Answer 2. It is possible that Congress could adopt stricter language in the statute
to safeguard against the future pursuit of “clarity,” or loopholes. One of the osten-
sible bases for enacting the safe harbors in 2002 was that some interest groups and
institutions felt there was a lack of “clarity” in the statute. NACAC has maintained
throughout the years that the statute seems amply clear. But we recognize that
other organizations and institutions may have different opinions, whatever their
motives. NACAC would be glad to work with the committee if it decides to pursue
a revision to strengthen the statutory ban on incentive compensation.

SENATOR ALEXANDER

Question. You strongly support Secretary Duncan’s proposed regulation on incen-
tive compensation and believe that it will help reduce harmful incentives by recruit-
ers. Should Congress be examining practices in all sectors of higher education and
determine whether additional steps are necessary?

Answer. Because the statutory ban on incentive compensation applies to all insti-
tutions participating in title IV programs, and since non-profit institutions have oc-
casionally run afoul of the statute, we believe the Department’s actions are suitably
focused on all institutions.

Based on preponderance of evidence of unethical and illegal recruiting practices
in for-profit higher education, we believe that the committee is rightfully concerned
with safeguarding the integrity of taxpayer funds as they are currently being spent
in the for-profit sector. Congress’ job of triage in this case, as Senator Franken
noted, is to eliminate the glaring problems first. To that end, there may well be
more the committee can do statutorily to limit the potential for fraud and abuse in
the Federal aid programs.
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RESPONSE TO QUESTIONS OF SENATOR ENZI, SENATOR HAGAN, AND SENATOR
ALEXANDER BY MICHALE S. McCowmis, Ep.D.

U.S. SENATE,
COMMITTEE ON HEALTH, EDUCATION,
LABOR, AND PENSIONS,
WASHINGTON, DC 20510-6300,
April 16, 2010.

Mr. MicHALE S. McCowmis, Ep.D.,

Executive Director,

Accrediting Commission of Career Schools and Colleges,
2101 Wilson Blvd., Suite 302,

Arlington, VA 22201.

DEAR MR. McCowMmis: Thank you for your testimony at the Senate Committee on
Health, Education, Labor, and Pensions hearing on “For-Profit Schools: The Student
Recruitment Experience” held August 4, 2010. Attached are written questions from
members of the committee. The committee looks forward to including your answers
to thgse questions, along with your hearing testimony, in the formal committee
record.

Please help us complete a timely and accurate hearing record by sending your
written responses no later than Monday, August 23, to my office, attention Terri
Roney and Chris Eyler, Senate HELP Committee, 428 Dirksen Senate Office Build-
ing, Washington, DC 20510. Please also send an electronic version of your responses
to Terri Roney at Terri Roney@help.senate.gov and Christopher Eyler@help.senate
.gov.

If circumstances make it impossible to comply by the August 23 date provided for
submission of answers, witnesses may explain in writing and request an extension
of time to reply.

Again, thank you for your participation. If you have any questions, please contact
Terri Roney at (202) 224-5375.

Sincerely,
Tom HARKIN,
Chairman.

MIKE ENzI,
Ranking Member.

ACCREDITING COMMISSION OF CAREER SCHOOLS AND COLLEGES (ACCSC),
WIiLSON BOULEVARD, SUITE 302 ARLINGTON, VA 22201,
September 10, 2010.

Senator ToM HARKIN, Chairman,

U.S. Senate,

Committee on Health, Education, Labor, and Pensions,
428 Dirksen Senate Office Building,

Washington, DC 20510.

Senator MIKE ENz1, Ranking Member,

U.S. Senate,

Committee on Health, Education, Labor, and Pensions,
428 Dirksen Senate Office Building,

Washington, DC 20510.

DEAR SENATORS: Attached to this letter you will find my responses to the ques-
tions set forth in the August 16, 2010 request from the Senate Health, Education,
Labor, and Pensions (“HELP”) Committee. As per HELP Committee staff, the due
date to submit the responses was extended to September 10, 2010.

I am hopeful that my responses have answered the Senators’ questions suffi-
ciently. If I can be of further assistance, please do not hesitate to contact me directly
at (703) 247-4520 or mccomis@accsc.org.

Sincerely,
MicHALE S. McCowmis, Ep.D.,
Executive Director.

SENATOR ENZI

Question 1. Please explain what obligations the Higher Education Act prescribes
for accrediting agencies. Who has the primary responsibility for ensuring that insti-
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tutions of higher education comply with the law? What role do accreditors have in
policing institutions of higher education to prevent behavior like that revealed in
the GAO investigation?

Answer 1. The historical role of accreditation in the oversight of the Higher Edu-
cation Act (“HEA”) as first established by Congress is to serve as a non-govern-
mental authority upon which governmental partners can rely to assess the quality
of education. This partnership among Federal Government, State government, and
accrediting agencies is known as the “triad.” Each member of the triad is respon-
sible for its area of expertise and authority. The primary role of accreditation in the
regulatory triad, in partnership with the States and the Federal Government, is to
be a valid and reliable authority on quality education assessment. An accrediting
agency has no legal or ceded authority to enforce law or another agency’s regula-
tions. It is the role of each agency in the triad to enforce its own rules, regulations,
and applicable laws. Having said that, accrediting agencies recognized by the Sec-
retary do have an obligation to report to the U.S. Department of Education (“the
Department”) if the agency has reason to believe that an institution is not com-
plying with title IV program requirements, and accrediting agencies should be ex-
pected to fulfill this obligation. Again, however, it is not appropriate for an accred-
iting agency to enforce Federal regulations.

Section 496 of the HEA and the accompanying regulations set forth the criteria
that accrediting agencies must follow in order to be recognized by the Secretary of
Education. This section requires a demonstration by accrediting agencies of several
attributes, including:

o Experience in accreditation and acceptance of the agency by others.
e Sound administrative and fiscal administration of the agency.
e Sound application of standards that meet HEA’s requirements, in reaching an
accrediting decision.
e Consistency in decisionmaking.
Monitoring and reevaluation of accredited institutions and programs.
Enforcement of its standards.
Review and updating of standards.
Substantive change requirements for institutions.
Operating procedures compliant with HEA’s requirements.
Due process standards.
S e Notification procedures of accrediting decisions to schools, the Department and
tates.
e Regard for decisions of States and other accrediting agencies.

With regard to the behavior discovered by the GAO Report, accrediting agencies
are required to have effective standards in the area of recruitment and admissions
practices and to enforce those standards. Therefore, accreditors have an obligation
to set standards, review an institution’s compliance with those standards, and to
take appropriate enforcement actions when an agency finds an institution to be out
of compliance with those standards.

Question 2. How often do accrediting agencies evaluate institutions of higher edu-
cation? Between evaluations, do accrediting agencies perform any type of regular re-
view of institutions of higher education that have been granted accreditation by the
agency? Do accrediting agencies ever utilize “secret shopper” practices in their eval-
uations of institutions of higher education?

Answer 2. Typically, a grant of accreditation can be for a term of 3 to 10 years,
depending on the type of accreditor and the type of institution being accredited.
ACCSC grants a term of initial accreditation for no longer than 3 years and a re-
newal grant of accreditation for no longer than 5 years and reserves the right to
grant a shorter term as deemed appropriate.

Between evaluations, an accrediting agency recognized by the Department must:

demonstrate it has, and effectively applies, a set of monitoring and evaluation
approaches that enables the agency to identify problems with an institution’s
or program’s continued compliance with agency standards and that takes into
account institutional or program strengths and stability. These approaches
must include periodic reports, and collection and analysis of key data and indi-
cators, identified by the agency, including, but not limited to, fiscal information
and measures of student achievement, consistent with the provisions of
§602.16(f). This provision does not require institutions or programs to provide
annual reports on each specific accreditation criterion (34 CFR §602.19 (b).
In addition, between evaluations, an accrediting agency recognized by the Depart-
ment must monitor overall growth of the institutions or programs it accredits and,
at least annually, collect headcount enrollment data from those institutions or pro-
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grams and must monitor the growth of programs at institutions experiencing signifi-
cant enrollment growth, as reasonably defined by the agency (34 CFR §602.19 (c—
d

ACCSC requires institutions to provide annual reports that meet the above regu-
latory requirements and that also require institutions to provide, among other
things, information regarding graduation and employment rates for each program
offered and annual cohort default rates. In addition, ACCSC requires approval of
new programs at its institutions, including a site visit for this purpose, and the
agency annually reviews cohort default rates.

To my knowledge accreditors are not required to utilize “secret shopper” practices
in their evaluations of institutions of higher education, nor do they. I do not advo-
cate that accreditors be asked to take on this function because accrediting agencies
generally lack the investigative tools and expertise to root out non-compliance with
Federal laws and regulations. Federal regulations currently exist to govern how a
school represents itself and its educational programs to prospective students. There-
fore, an alternative approach would be to require all institutions to undergo an eval-
uation, secret or other, by an independent third party auditor as a part of the Fed-
eral Program Participation Agreement in order to demonstrate compliance with ap-
plicable Federal law and regulation pertaining to misrepresentation. Title IV com-
pliance audits are already required, and a review of an institution’s conduct in the
3rea of recruitment would seem to be an appropriate extension of those title IV au-

its.

Question 3. What sort of recourse is available to individuals who believe an insti-
tution of higher education has violated the law?

Answer 3. An individual who believes that an institution has violated law has sev-
eral options of recourse. The student may utilize resources internal to the institu-
tion or external to the institution to lodge an allegation against a school. Internal
recourse would be to follow an institution’s complaint or grievance policy and to
speak with schools administrators. A student may also send allegations of a viola-
tion of law to the appropriate law enforcement agencies, State department of edu-
cation, State Attorney General, U.S. Department of Education, and the institution’s
accrediting agency. Although ACCSC has no authority to enforce law, the agency’s
standards provide that the Commission will refer a complainant to the appropriate
Federal or State agency or private entity with jurisdiction over the subject matter
of the allegation.

Question 4. How many regional and national agencies are there? Who “certifies”
the accrediting agencies? Are all accrediting agencies recognized by the U.S. Depart-
ment of Education?

Answer 4. According to the Commission on Higher Education Accreditation
(“CHEA”) and information gathered from the Department’s Web site, it appears that
there are eight regional institutional accrediting agencies and 11 national institu-
tional accrediting agencies, of which seven are focused on career-oriented education.
In addition, there are numerous specialized or programmatic accrediting agencies,
some of which accredit single-program institutions. All of these regional and na-
tional agencies are recognized by the Secretary of Education and many are also rec-
ognized by CHEA. Not all accrediting agencies are recognized by the Secretary inso-
far as recognition is only required in order for an institution to participate in Fed-
eral title IV programs.

The Department is the best resource to describe how each agency is recognized
and the scope of each agency’s recognition. The list of accrediting agencies that are
authorized by the Department to enable the institutions they accredit to establish
eligibility to participate in Federal title IV programs can be found here: htip://
www?2.ed.gov [admins |/ finaid | accred | accreditation pg9.hitml.

The Department’s list of regional and national accrediting agencies can be found
here: http:/ /www2.ed.gov /admins [ tinaid [ accred | accreditation pg6.html.

I have attached CHEA’s compilation of recognized accrediting organizations as
Appendix I.

Question 5. What differences are there, if any, between the accreditation process/
procedures for private non-profit and public institutions of higher education, and the
process/procedures used with for-profit schools? Are there differences in the mem-
bership of an accreditation review team for for-profit schools?

Answer 5. Accrediting agencies recognized by the Department, regardless of the
type of institutions accredited, fundamentally operate in the same manner. The
Higher Education Act requires all agencies, regardless of mission or types of institu-
tions they accredit, to meet the same requirements for recognition. The fundamental
components of the accreditation process include an introspective self-study, an on-
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site evaluation comprised of peer-review evaluators, and a review by a Board or
Commission comprised of peers with appropriate experience to make accreditation
decisions. In addition, accreditors focus on ongoing assessment to ensure that insti-
tutions continuously enhance their operations and the quality of education delivered
to students. Because of these fundamental similarities in the mission of accredita-
tion for private non-profit, public, and for-profit institutions, I do not believe there
is a significant difference in the membership of the accreditation review teams for
these schools. One exception to this statement is that national accreditors for for-
profit institutions tend to have a specialized review process for an institution’s fi-
nancial statements. For example, because ACCSC accredits primarily for-profit in-
stitutions, the agency has highly specific rules that institutions must follow in pre-
paring and submitting financial statements. ACCSC also has a Financial Review
Committee that reviews all financials for institutions seeking initial and renewal of
accreditation and annually monitors the financial statements of all institutions. This
is an important analysis and one that, in my opinion, is necessary for all accreditors
of for-profit institutions to engage in because the financial health of an institution
is key to evaluating performance and the institution’s on-going ability to fulfill obli-
gations to students.

Accrediting agencies establish processes/procedures and standards that best serve
to evaluate the institutions they accredit. Therefore, differences do exist amongst
agencies due to the diversity of higher education institutions in the United States.
These differences are appropriate and reflect the specific needs of quality education
assessment across a broad spectrum of institutions. For example, because ACCSC
accredits career and vocationally oriented institutions, the agency’s standards focus
on student learning, competency attainment, and graduation and employment rates
as indicators of institutional success and student achievement. Agencies that ac-
credit institutions with a more diverse range of missions may focus on different yet
still appropriate processes to evaluate student achievement.

Question 6. Are there for-profit schools that are accredited by both regional and
national accrediting agencies?

Answer 6. Institutions are only required to be accredited by one institutional
agency recognized by the Department. Therefore, institutions are not typically ac-
credited by more than one agency. However, some for-profit companies operate more
than one institution and, in those instances, some of the company’s schools may be
accredited by a national agency, while others may be accredited by a regional or a
different national agency. Also, an institution may have programmatic or specialized
accreditation, in addition to its institutional accreditation.

Question 7. For students to be eligible to receive Federal student financial assist-
ance they must attend an institution that is accredited. Are there additional re-
quirements for for-profit schools to meet before students who attend them are eligi-
ble to receive Federal assistance? Must all programs also be accredited? Is that also
true for institutions of higher education other than for-profits?

Answer 7. Yes, there are additional or at the very least different requirements
that for-profit schools must meet before students who attend those institutions are
eligible to receive Federal assistance. The definitions of institutions of higher edu-
cation, financial responsibility tests, and the 90/10 rule are good examples where
the Federal regulations set forth different requirements that only apply to for-profit
institutions. However, my area of expertise is in accreditation, and I would defer
a more detailed discussion on this question to the Department.

All programs are not required to be individually “accredited;” however, all pro-
grams must be recognized/approved as within an institution’s scope of institutional
accreditation, which is true for all institutions. The processes by which accreditors
recognize/approve programs, however, do vary. ACCSC requires specific pro-
grammatic approval as part of its institutional accreditation.

Question 8. What information in the Program Participation Agreement (PPA) for
for-profit schools is different than the information required for all other types of in-
stitutions of higher education?

Answer 8. I would defer to the Department to answer this question. As an
accreditor, ACCSC’s focus is only on title IV provisions affecting accreditation of an
institution, and not on specific HEA eligibility requirements included in the PPA.

Question 9. What is to be done to improve marketing/recruiting procedures used
by for-profit schools to reduce the potential malfeasance found by the GAO in its
secret shopper investigation? What steps is your organization taking in light of the
GAO investigation?

Answer 9. Enforcement of current law, regulation, and accrediting standards is
an appropriate route for the triad to take to reduce the potential wrongdoing found
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by the GAO in its secret shopper investigation. This requires all entities in the regu-
latory oversight triad to work toward such enforcement. As I have stated earlier,
however, governmental agencies in the triad are responsible for law and regulation,
whereas nongovernmental accreditors are responsible for setting and enforcing
standards of best practice. Oversight entities should review often their requirements
and practices to ensure they are sufficient. Equally important, all higher education
institutions, regardless of type, must take a very hard look at their recruitment and
marketing practices as a means to ensure that the best interests of students are
served in all cases. Each school should institute codes of conduct for recruiters and
strong internal audit and review processes in order to ensure best practices are met
and ongoing compliance is achieved. In my experience, overactive marketing and
student recruitment is not limited to the for-profit sector of education. Having said
that, for-profit institutions now bear the burden of proof to show that the findings
of the GAO report are not industry-wide practices.

ACCSC has taken several steps in light of the GAO investigation. First, ACCSC
requested information regarding the investigation from the GAO. Unfortunately, the
GAO denied this request because the GAO did not receive authorization from the
congressional requester to release the records. This denial has hampered our efforts
to investigate effectively the specific findings of the GAO report or to cite specific
findings of non-compliance based solely on the written report. Second, ACCSC cre-
ated a special Task Force to (a) review the recruiting practices of the institutions
cited in the GAO report as well as a review of recruiting practices across institu-
tions generally, (b) make action recommendations based on the findings of its re-
view, and (c) make recommendations regarding improvements to ACCSC’s stand-
ards and processes in the areas of recruitment, advertising, and admissions. Thus
far, ACCSC has conducted several unannounced visits to its accredited institutions
with more unannounced visits planned. Lastly, ACCSC has placed Westwood Col-
lege-Denver North on probation. While this action is not solely predicated on the
findings of the GAO report, ACCSC did cite the GAO report in the Probation Order
and is interested in obtaining information regarding the recruitment practices of
Westwood College and its affiliated institutions.

Question 10. Financing and membership of accreditation review teams came
under question at the hearing. What differences are there, if any, between the mem-
bership of an accreditation review team that reviews a for-profit school and one that
reviews other institutions of higher education? Are there any differences in the fi-
nancing of agencies that accredit for-profit schools versus accrediting agencies that
accredit private nonprofit and public schools?

Answer 10. While all accrediting agencies can set their own financing and mem-
bership fee requirements, I believe that all agencies, regardless of the type of insti-
tution accredited, adhere to the same fundamental practices that require institu-
tions to pay an annual fee, pay fees to process certain reports and applications (e.g.,
substantive change applications), and finance all or a significant portion of on-site
evaluations. Federal regulations portray an understanding of this fundamental dues
structure in 34 CFR §602.14(b)(4). In general, accrediting agencies receive no fi-
nancing from State or Federal Governmental agencies to conduct their work and
rely on a sizable cadre of experienced volunteers to supplement the work of paid
staff experts to conduct the peer-review process of accreditation. The fact that insti-
tutions finance the peer-review work of accrediting agencies, in my opinion and ex-
perience, has no bearing on the types of actions taken by accrediting agencies.

Question 11. Concerns about conflict of interest have been raised about the indi-
viduals who serve on your organizations Board of Directors. How are these individ-
uals selected/elected? Is this different from the membership of other accrediting
agencies, whether for for-profit schools or for other institutions of higher education?

Answer 11. First, let me say that, in my opinion and experience, conflict of inter-
est in the accreditation process has not been an issue for my agency due to the
checks and balances that we have established and due to the high-level of integrity
demonstrated by Board members. Federal regulations govern this area and require
agencies to have clear and effective controls governing conflict of interest polices and
appropriate policies for the selection and election of Board members. The Depart-
ment of Education and National Advisory Committee on Institutional Quality and
Integrity (NACIQI) should continue to be mindful of the importance of the Federal
regulations in this area and should hold accrediting agencies accountable if they do
not possess sufficiently effective conflict of interest controls.

ACCSC Board members are comprised of three groups: elected members rep-
resenting ACCSC-accredited institutions (8), an appointed member representing an
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ACCSC-accredited institution (1), and appointed members representing the public
(4).

ELECTED MEMBERS

Elected members of the Board are proprietors or bona fide executives of an
ACCSC member institution. Those individuals interested in serving on the Board
must submit a nomination application, which is vetted by a Nominating Committee
comprised of two current Board members, appointed members, and two elected
members. The Nominating Committee interviews each viable candidate and then
forwards at least two candidates for each vacant position to the ACCSC membership
for election. The candidates with the high vote tallies are then appointed to the
Board. Elected members of the Board serve a 4-year term.

SELECTED MEMBERS

ACCSC allows for one school representative seat to be filled by appointment by
the Board once every 4 years, the normal term for a Board member. This appoint-
ment is to help foster diversity on the Board and to ensure well-rounded representa-
tion on the Board.

Four Board members representing the public are appointed to the Board by the
sitting Board members. Public members are defined as:

“persons with an interest and expertise in employment, education and train-
ing who (i) have been engaged as employers, in government, postsecondary edu-
cation, public, adult or vocational education and in similar or allied fields; (ii)
are not employees, members of the governing board, owners, shareholders, or
consultants of an institution that either is accredited by the Commission or has
applied for accreditation by the Commission; and (iii) have been appointed to
serve on the Commission” (Article I (Section 1.01)(c), AACSC Bylaws).

These four selected members of the public must complete a nomination applica-
tion, which is vetted by the ACCSC Nominating Committee (described above). The
Nominating Committee interviews each candidate and forwards to the ACCSC
membership for comments on the resume/C.V. for two public candidates for each va-
cant seat to be filled. The sitting Board members review any comments submitted,
interviews each candidate, and votes on each appointment. Selected public members
serve a 4-year term.

In addition to the these election and selection processes, ACCSC has conflict of
interest policies for all Board members, staff, and other individuals that contribute
to the accreditation process (e.g., Appeals Panel members, committee members, etc.).
As a best practice, no individual may participate in the accreditation process for any
institution with which the individual is affiliated or for any institution that the indi-
vidual has special knowledge of or bias toward. For example, ACCSC has a recusal
process where a Board member that has any kind of conflict of interest, real or per-
ceived, may not participate in the review of or vote pertaining to the accreditation
of that institution. The Department has reviewed ACCSC’s policies in this area and
has determined these policies to be acceptable and in compliance with Federal re-
quirements.

SENATOR HAGAN

Question 1. You yourself state that while accrediting agencies are private, inde-
pendent entities you are linked to the Federal student financial aid program in that
institutions eligible for title IV funds must be accredited by an agency that is recog-
nized by the U.S. Secretary of Education.

In my opinion when Federal dollars are involved, there needs to be oversight on
how this money is spent and by whom. That said, could you please describe the
process by which the U.S. Department of Education ensures that as an accrediting
body, you are providing an impartial and responsible review of an institution’s prac-
tices, as well as academic and financial standing?

Answer 1. I would like to refer the committee back to my responses to the ques-
tions asked by Senators Enzi and Alexander with regard to HEA’s recognition re-
quirements for accrediting agencies. I would, however, like to again emphasize not
only the rigorous and robust nature of the Department’s recognition process, but
also that the Department recently provided itself more tools and a greater oppor-
tunity to investigate an accrediting agency’s potential violation of Federal recogni-
tion regulations through the new regulations that went into effect July 1, 2010. 34
CFR §602.33 states that Department staff may review the compliance of a recog-
nized agency with the criteria for recognition at any time at the request of NACIQI
or based on any information that, as determined by Department staff, appears cred-
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ible and raises issues relevant to recognition. This new regulation gives the Depart-
ment far greater latitude than previously existed to provide sound oversight of ac-
crediting agencies and the compliance by those agencies with Federal regulations
and mirrors the discretion that accrediting agencies have to investigate the compli-
ance of their accredited schools.

Question 2a. In your testimony you provide us with examples of how the Commis-
sion holds itself accountable to its standards by implementing a multistep process
that allows you to evaluate an institution’s compliance with accrediting standards.

You also mention that between accreditation cycles, ACCSC relies on an interim
monitoring process in which you direct an institution to submit reports dem-
onstrating compliance. You also mention that ACCSC relies on a “robust complaint
process” in which a student who may feel that he or she has been misled can submit
a complaint to ACCSC.

How often does ACCSC evaluate an institution’s compliance with accrediting
standards?

Answer 2a. ACCSC’s initial grant of accreditation is for no longer than 3 years
and a renewal grant of accreditation is for no longer than 5 years. The Commission,
however, reserves the right to grant shorter terms of accreditation as deemed appro-
priate. I would also refer the committee to my prior responses regarding the types
of interim monitoring accrediting agencies, and ACCSC in particular, conduct in be-
tween accreditation cycles.

Question 2b. Who are the peer-reviewers involved in this process? What steps do
you take to ensure that they are 100 percent objective?

Answer 2b. The peer-reviewers in the process of accreditation come from other ac-
credited institutions; members of the public with special knowledge or expertise in
education, accreditation, industry, and/or regulation; and individuals with special
knowledge of a specific career field. As I have indicated in a previous response,
ACCSC has established clear and effective controls governing conflict of interest po-
lices and does not allow individuals to participate in the accreditation process for
any institution with which the individual is affiliated or for any institution that the
individual has special knowledge of or bias toward. The Department has previously
reviewed ACCSC’s policies in this area and has determined these polices to be ac-
ceptable and in compliance with Federal regulations.

Question 2c. Define what the “robust complaint process” means. How many com-
plaints from students must you receive before determining that there is a problem
with a school?

Answer 2c. I refer to ACCSC’s complaint process as “robust” because, in accord-
ance with Federal regulations, ACCSC “will review in a timely manner any com-
plaint that sets forth information or allegations that reasonably suggest that a
school may not be in compliance with ACCSC standards or requirements” (Section
VI (A)(1D(b), Rules of Process and Procedures, Standards of Accreditation). Therefore,
pertaining to the Senator’s specific question, one complaint alleging a violation of
an accrediting standard will open an inquiry into an institution’s compliance. Addi-
tional complaints or findings through the inquiry would trigger a broader review.
In fact, ACCSC has denied a school’s application for initial accreditation based sole-
ly upon a complaint received regarding the school’s advertising practices.

I would like to take the opportunity here to correct one point in my written testi-
mony. Due to a calculation error, I overstated the number of complaints ACCSC re-
ceived, which resulted in an understatement of the percentage of complaints that
dealt with issues pertaining to recruitment, advertising, and admissions practices.
ACCSC is analyzing this data and has taken this as an opportunity to put into place
better tracking methods pertaining to the specific issues filed in each complaint so
that the Commission can more readily identify trends and recurring issues amongst
its accredited institutions.

Question 2d. Given that you are basing an institution’s re-accreditation on its
Self-Evaluation Report, do you verify the information that is provided to you in the
report? What steps do you take to ensure that the information provided to you is
accurate?

Answer 2d. With regard to the Self-Evaluation Report, one of the primary func-
tions of the on-site evaluation is to verify the information contained in this report.
This verification takes the form of interviews with school administrators and fac-
ulty; resource and equipment reviews; student file review; student surveys; class-
room observations; graduation and employment verification; interviews with exter-
nal advisory committee members and other evaluative techniques.
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Question 3. In your testimony you state that ACCSC believes that its standards
on recruiting and advertising are amongst the most rigorous in the higher education
community and can serve as a model for other accreditors. Can you share the prac-
tices of other accreditors and how their standards differ and compare to your own?

Answer 3. My testimony stems from feedback received from institutions or groups
of affiliated institutions that have had experiences across multiple accreditors and
that have told me directly that they find ACCSC standards and processes, in most
areas, to be among the most rigorous. Insofar as there are over 80 recognized ac-
crediting agencies, it would be a difficult task to provide specific comparisons. How-
ever, I would note that some agencies, such as ACCSC, have specific standards,
while other agencies have more general “guidelines” in these areas. While I believe
that agencies need to have the freedom to establish accreditation standards in con-
sultation with their accredited institutions as part of the peer review process, 1
would also continue to advocate for the Department and NACIQI to create a level
playing field amongst accreditors through the Federal recognition process as a
means to ensure that all agencies operate within generally accepted practices and
to focus on providing the best educational opportunities for students.

SENATOR ALEXANDER

Question 1. 'm concerned that there seems to be a lot of confusion about the role
and purpose of accreditation. To me, the value of independent accrediting agencies
is a vital tool in keeping our system of 6,000 independent autonomous institutions
of higher education strong.

Could you explain to us how an agency like yours goes about becoming an ap-
proved accreditor by the Secretary of Education? What does the approval process en-
tail and what are you held accountable for by the Secretary?

Answer 1. The Secretary’s process of recognition is similar to the accreditation
process. Essentially, an accrediting agency must demonstrate compliance with Fed-
eral regulations in the following primary areas (34 CFR §602):

e Experience in accreditation and acceptance of the agency by others.

e Sound administrative and fiscal administration of the agency.

e Sound application of standards that meet HEA’s requirements, in reaching an
accrediting decision.
Consistency in decisionmaking.
Monitoring and reevaluation of accredited institutions and programs.
Enforcement of its standards.
Review and updating of standards.
Substantive change requirements for institutions.
Operating procedures compliant with HEA’s requirements.
Due process standards.

eNotification procedures of accrediting decisions to schools, the Department and
States.

e Regard for decisions of States and other accrediting agencies.

An agency seeking recognition from the Secretary must complete a Petition for
Recognition, which essentially requires the agency to demonstrate compliance with
every applicable Federal regulation. For Example, 34 CFR §602.16 (a)(I)i) states
the following:

(1) The agency’s accreditation standards effectively address the quality of the in-
stitution or program in the following areas:

(i) Success with respect to student achievement in relation to the institution’s mis-
sion, which may include different standards for different institutions or programs,
as established by the institution, including, as appropriate, consideration of State
licensing examinations, course completion, and job placement rates.

Based on this requirement, an agency would provide copies of its standards that
cover this area and describe the effectiveness of those standards in addressing edu-
cational quality. The agency must be detailed in its response and provide evidence
to support its answers. In the case of ACCSC’s most recent Petition for Recognition,
the agency provided a detailed explanation of required graduation and employment
benchmarks and the process used to establish those benchmarks and described the
effectiveness of these standards in relation to the agency’s independent third-party
systematic review process conducted as a means to validate ACCSC’s standards and
assessment processes.

Once the Petition for Recognition is complete, the agency undergoes an evaluation
by a Department analyst who attends and observes a Board meeting, accompanies
on-site evaluation teams to observe that process, visits the agency’s office to conduct
a file review, or other activities as deemed appropriate to the review process. De-
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partment staff prepare a report outlining all areas where an agency may not be in
compliance with Federal regulations, and the agency has an opportunity to respond
to that report. The report and the agency’s response are then reviewed by NACIQI
and acted upon during a public hearing. NACIQI has the opportunity to ask ques-
tions of the agency and to make determinations of compliance or non-compliance
with the Federal regulations. If NACIQI finds the agency in compliance with Fed-
eral regulations, it can recommend a 5-year recognition period without condition to
Secretary, as was the case the last time ACCSC went through this process. NACIQI
can also recommend a 5-year recognition period with condition, can defer acting on
an agency’s Petition until the agency demonstrates compliance, or, if the agency
fails to do so can recommend to the Secretary that the agency’s Petition for Recogni-
tion be denied.

The recognition process is a rigorous and robust one that the Congress should con-
tinue to rely upon as a means to determine an agency’s reliability to assess and de-
termine the educational quality of a higher education institution.

Question 2. My understanding of the accreditation process of an individual school
is that it is a rather robust process that includes a rigorous self-study process as
well as a thorough peer-review examination that looks at all facets of an institu-
tion’s financial operations, student learning, and recruitment and admissions prac-
tices.

Could you explain to us the process for an individual school to become accredited?
What types of standards do you put in place to ensure program quality? How do
you enforce those standards?

Answer 2. The accreditation process is robust and relies upon detailed policies and
procedures for quality assessment, rigorous standards, and rigorous enforcement of
those standards. Generally, the first step in the process is the submission of an ap-
plication and detailed introspective self-evaluation report that requires an institu-
tion to describe itself, the success of the institution at meeting its mission, the suc-
cess of its students, and the institution’s compliance with all of the accrediting agen-
cy’s accrediting standards. Once these documents have been submitted, an on-site
evaluation team comprised of several experts in educational administration, edu-
cational delivery, and the specific fields offered by the institution visit the institu-
tion to evaluate the institution’s self-evaluation report and verify the information
contained therein, assess institutional success and student achievement, and to
evaluate the institution’s compliance with accrediting standards. The on-site evalua-
tion team prepares a report to which the institution has an opportunity to respond,
and this information is forwarded to the decisionmaking body to take action with
respect to the institution’s application for accreditation. As you can see, this is a ful-
some process.

With regard to the types of standards required by accrediting agencies, these
standards vary in their specific requirements across accrediting agencies. Generally,
however, accrediting standards of institutional accrediting agencies cover the fol-
lowing areas:

e Administration, management capacity, and governance;
o Institutional improvement assessment and planning;
o Facilities;
e Program requirements to include:
e Program length,
e Equipment and learning resource materials (e.g., laboratory and library re-
sources), and
e Program and degree completion requirements.

e Faculty Qualifications;
e Recruiting, advertising, and admissions practices;
e Student services to include student complaint processes;
Student achievement to include learning assessment and student progress mon-
itoring;
eSeparate facilities; and
eDistance education, where applicable.

As stated above, once an assessment has been made by the decisionmaking body
with regard to the types of standards listed above, an agency typically has several
enforcement actions available to ensure compliance. Of course, if an institution is
found to be in compliance with standards, no enforcement action is taken and the
institution is granted accreditation/reaccreditation. If, however, additional informa-
tion is required for an institution to demonstrate compliance or if an institution is
found to not comply with standards, an accrediting agency can defer action, require
additional monitoring or reporting, direct an institution to show cause as to why ac-
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creditation should not be denied/withdrawn, place an institution on probation or
some other sanction (e.g., revoke program approval, restrict substantive change ap-
plications, etc.), or deny or revoke accreditation.

In addition to the initial accreditation and re-accreditation processes, accrediting
agencies monitor their institutions on an interim basis in a number of ways. As in-
dicated in response to Senator Enzi’s question #2, accrediting agencies for example
require annual reporting, monitor the growth in enrollments of their institutions,
and other important areas.

Throughout the process, a primary function of accreditation actions is to allow for
institutional improvement that leads to compliance with accrediting standards and
to instill effective due process in the enforcement of accreditation standards. It is
not reasonable to expect accreditors to revoke accreditation for findings of non-
compliance without first giving the institution an opportunity to achieve compliance
and better itself for the delivery of its education to students.

It is important to note, however, that the fundamental goal of accreditation is not
to act as a police force but instead to drive institutions to achieve high-levels of suc-
cess and in doing so to create better educational opportunities for students. Other
agencies have the responsibility of enforcing Federal laws and regulations, and the
different responsibilities of Federal Government, State government, and accrediting
agencies are each important for fulfilling the original intent of the regulatory triad.
Thus, the Congress should refrain from using accreditation for purposes other than
that for which it is intended.

Question 3. In the last Higher Education Act reauthorization, back in 2007, Con-
gress made some changes to the accreditation process. We changed the makeup of
NACIQI that approves accreditors, we made some changes to due process for
accreditors, and we prevented the Secretary from regulating accrediting agency
standards on student learning outcomes.

Are there things that we should be looking at to improve the Higher Education
Act to strengthen the hands of accreditors to help them hold their institutions ac-
countable for both students and the taxpayers?

Answer 3. There are three areas that immediately come to mind. The first has
to do with the due process requirements established in the last reauthorization of
the Higher Education Act. While the Congress was well-intentioned in the changes
made, the changes to the statutes and ensuing regulations have made the appeal
process that accreditors must engage in more complex and disjointed. While the new
requirements are more beneficial to institutions, the requirements for two separate
decisionmaking bodies has the potential to hamper the ability of accreditors to re-
voke accreditation and to act swiftly. I would recommend returning to the due proc-
ess requirements in place prior to the recent reauthorization.

Second, the Higher Education Act does not require accreditors to evaluate all fa-
cilities (e.g., branch campuses or additional locations as classified by the Depart-
ment). I believe, and ACCSC requires, that every facility that provides education to
students must be evaluated for compliance with accrediting standards. I would sug-
gest that the Congress look at this issue in the next reauthorization and move to-
ward defining better requirements for the assessment of institutions and each of the
separate facilities operated by that institution and to strengthen an institution’s re-
sponsibility for the success of not only the main campus, but all campuses.

Third, the Congress should revisit student achievement outcomes as a means to
understand better the relationship between institutional success and student suc-
cess. I go into this issue in more detail in response to question #8 below.

Question 4. Is accreditation approval granted to each individual school or to an
entire company and all of its schools? Are there circumstances where a concern at
a specific school would lead you to taking action against all schools owned by the
parent company?

For contrast, could you please explain the process for providing accreditation to
public university systems? Do accreditors provide accreditation to the system as a
whole for each individual campus?

Answer 4. These practices vary across accrediting agencies. ACCSC has taken the
approach that each campus, including main schools and branch campuses, must
achieve individual accredited status and undergo the full accreditation process on
their own merits. This process allows for far greater accountability across a system
of institutions. Accreditors for traditional higher education institutions have taken
an approach to accredit a single main campus to which the accreditation for all
branch campuses attach. This can be problematic because, as I indicated in my re-
sponse to question #3, accreditors are not required to evaluate every separate facil-
ity, only a “representative sample.”
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In addition, ACCSC has taken action across a system of institutions when a pat-
tern of non-compliance has been found through the accreditation process. As per the
committee’s request, I have attached to this document three examples of system-
wide actions taken by ACCSC in Appendix II. This has been a very effective method
of holding groups of affiliated institutions accountable to make determinations re-
garding system-wide practices, particularly those that require significant improve-
ment. Again, this is an area of the HEA where improvements can be made to re-
quire accreditors to better hold systems of institutions accountable.

Question 5. Can you describe your due process procedures within your organiza-
tion and what impact that has on your ability to revoke an institution’s accredita-
tion without recourse?

Answer 5. Due process is an important part of the accreditation process, and Fed-
eral regulations set forth specific requirements in this area for accrediting agencies
to follow. The primary components of due process are to:

e Define those actions which are appealable;

e Define the grounds of the appeal (e.g., arbitrary, capricious, erroneous, in con-
travention of rules, etc.)

e Allow for the institution to submit evidence that supports the grounds for ap-
peal and in some cases new information not previously reviewed;

e Allow for a hearing before an independent appeals panel considered to be a de-
cisionmaking body; and

e Take action by the appeals panel to uphold, amend, remand, or reverse the
original decision.

The fact that an accrediting agency has strict due process requirements in itself
has no impact on the ability to revoke accreditation, and an institution remains ac-
credited while the original revocation action is under appeal. Due process does have
an impact on how swiftly the revocation can be achieved. Moreover, the new re-
quirements that the appeals body must be a separate decisionmaking entity does
make the appeals process much more complex and I suspect will hamper even more
an accrediting agency’s ability to take swift action.

Question 6. You mentioned the idea of the regulatory triad to provide oversight
of higher education—accreditors, the U.S. Department of Education, and State agen-
cies. What is the role of each of these actors to provide oversight and enforce the
law? In terms of the GAO report and its findings whose role is it to uncover these
specific types of abuses?

Answer 6. I would refer you to my previous answers above regarding the regu-
latory triad (e.g., response to Senator Enzi’s first question). In terms of the specific
findings of the GAO report, it is the role of law enforcement and governmental agen-
cies to investigate and enforce law and regulation. It is the role of accreditation as
a non-governmental entity to set standards of best practice, to enforce those stand-
ards, and, when violations of law or regulation are suspected, to forward that infor-
mation on to the appropriate governmental oversight agency.

Question 7. Can you tell me how many schools you visit every year and how many
findings of any kind you make in a given year?

Answer 7. In calendar year 2009, ACCSC conducted approximately 292 on-site
evaluations with 737 findings. In 2008, ACCSC conducted approximately 315 on-site
evaluations with 1,002 findings.

Question 8. I voted against the Higher Education Opportunity Act, the 2007 reau-
thorization of the Higher Education Act, because I believe that it produces too many
unnecessary and onerous regulations and didn’t improve the Federal Government’s
oversight of institutions of higher education. Boxes and boxes of meaningless report-
ing requirements unrelated to the Federal dollars were added to the stack that was
already seven boxes high.

What should Congress be looking at to improve accountability for students and
taxpayers and to hold institutions accountable for the Federal investment we pro-
vide them? What are the important questions that students and taxpayers need an-
swered?

Answer 8. The short answer is student achievement outcomes. The Congress
should look to have an open dialogue on student achievement outcomes, not for the
purpose of having the Federal Government mandate metrics and benchmarks, but
to better articulate expectations about institutional and student success as well as
the role of accreditors and the obligations of institutions regarding these outcomes.
ACCSC has been using programmatic student achievement outcomes as an indicator
of success and as an indicator of the need for intervention for over a decade. The
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agency has found that student achievement assessment, particularly at the pro-
grammatic level, is a powerful tool both for the purposes of identifying success but
also for identifying the areas that serve as root causes for low rates of graduation
and employment and that need improvement. I do not advocate for these student
achievement benchmarks to be a floor, but instead a tool to be used to identify prob-
lems and opportunities for improvement. However, when the rates are continuously
low over time with no signs of improvement, then accountability and enforcement
become the more primary tandem to the student achievement rates.

Appendix I—CHEA List of Recognized Accrediting Organizations
RECOGNIZED ACCREDITING ORGANIZATIONS (AS OF AUGUST 2010)

This chart lists regional, national faith-related, national career-related and pro-
grammatic accreditors that are or have been recognized by the Council for Higher
Education Accreditation (CHEA) or the U.S. Department of Education (USDE) or
both. Organizations identified by (e) are recognized; (—) indicates those not cur-
rently recognized. An asterisk (*) identifies accrediting organizations that were for-
merly recognized.

CHEA-recognized organizations must meet CHEA eligibility standards (www.
chea.org [ recognition [ recognition.asp). Accreditors exercise independent judgment
about whether to seek CHEA recognition. For USDE recognition, accreditation from
the organization is used by an Institution or program to establish eligibility to par-
ticipate in Federal student aid or other Federal programs (www.edgov/about/of-
fices/list/ope/index.html). Some accreditors cannot be considered for USDE recogni-
tion because they do not provide access to Federal funds. Other accreditors have
chosen not to pursue USDE recognition.

Because CHEA affiliation and USDE recognition depend on a range of factors,
readers are strongly cautioned against making judgments about the quality of an
accrediting organization and its institutions and programs based solely on CHEA or
USDE status. Additional inquiry is essential. If you have questions about the CHEA
or USDE recognition status of an accreditor, please contact the accrediting organiza-
tion.

CHEA USDE
Accreditor ! recognized recognized
organization organization
Regional Accrediting Organizations:
Middle States Association of Colleges and Schools Middle States Commission on Higher
Education . .
New England Association of Schools and Colleges Commission on Institutions of Higher
Education . .
New England Association of Schools and Colleges Commission on Technical and Career In-
stitutions * .
North Central Association of Colleges and Schools The Higher Learning Commission ........... . .
Northwest Commission on Colleges and Universities . .
Southern Association of Colleges and Schools Commission on Colleges ........ccocceevrervrererncns . .
Western Association of Schools and Colleges Accrediting Commission for Community and
Junior Colleges . .
Western Association of Schools and Colleges Accrediting Commission for Senior Colleges
and Universities . .
National Faith-Related Accrediting Organizations:
Association for Biblical Higher Education Commission on Accreditation ..........cccocovevvevvernnnee . .
Association of Advanced Rabbinical and Talmudic Schools Accreditation Commission .......... . .
Commission on Accrediting of the Association of Theological Schools in the United States
and Canada . .
Transnational Association of Christian Colleges and Schools Accreditation Commission ....... . .
National Career-Related Accrediting Organizations:
Accrediting Bureau of Health Education Schools — .
Accrediting Commission of Career Schools and Colleges of Technology ........ccccoevvvevrevieninnns — .
Accrediting Council for Continuing Education and Training — .
Accrediting Council for Independent Colleges and Schools . .
Council on Occupational Education — .
Distance Education and Training Council Accrediting CommisSion .........cccccoevverveeevenrveesrens . .



153

Accreditor !

CHEA
recognized
organization

USDE
recognized
organization

National Accrediting Commission of Cosmetology Arts and Sciences, InC. .....cccccovevverincienncens
Programmatic Accrediting Organizations:
AACSB International—The Association to Advance Collegiate Schools of Business ...............
ABET, Inc.
Accreditation Commission for Acupuncture and Oriental MediCing ..........cooeovevrerenccnseineie
Accreditation Council for Business Schools and Programs
Accreditation Council for Midwifery Education
Accreditation Council for Pharmacy Education
Accreditation Review Commission on Education for the Physician Assistant, Inc. ..
Accrediting Council on Education in Journalism and Mass Communications
American Academy for Liberal Education
American Association for Marriage and Family Therapy
Commission on Accreditation for Marriage and Family Therapy Education
American Association of Family and Consumer Sciences Council for Accreditation ....
American Bar Association Council of the Section of Legal Education and Admissions to the
Bar
American Board of Funeral Service Education Committee on Accreditation ..........cccoovvoriveeen.
American Council for Construction Education
American Culinary Federation’s Education Foundation, Inc. Accrediting Commission .
American Dental Association Commission on Dental Accreditation ............ccccccoeees
American Dietetic Association Commission on Accreditation for Dietetics Education
American Library Association Committee on Accreditation
American Occupational Therapy Association Accreditation Council for Occupational Therapy
Education
American Optometric Association Accreditation Council on Optometric Education
American Osteopathic Association Commission on Osteopathic College Accreditation
American Physical Therapy Association Commission on Accreditation in Physical Therapy
Education
American Podiatric Medical Association Council on Podiatric Medical Education ..................
American Psychological Association Committee on Accreditation
American Society for Microbiology American College of Microbiology ...
American Society of Landscape Architects Landscape Architectural Accreditation Board .......
American Speech-Language-Hearing Association Council on Academic Accreditation in
Audiology and Speech-Language Pathology
American Veterinary Medical Association Council on Education
Association for Clinical Pastoral Education, Inc., Accreditation Commission ..
Association of Technology, Management, and Applied ENgineering ..........cccoeevvereneeevsrinninnns
Aviation Accreditation Board International
Commission on Accreditation of Allied Health Education Programs ...........ccccommmirncenncens
Commission on Accreditation of Healthcare M t Education
Commission on Collegiate Nursing Education
Commission on English Language Program Accreditation
Commission on Massage Therapy Accreditation
Commission on Opticianry Accreditation
Council for Accreditation of Counseling and Related Educational Programs ...,
Council for Interior Design Accreditation
Council on Accreditation of Nurse Anesthesia Educational Programs ............ccccooeveervvevennces
Council on Accreditation of Parks, Recreation, Tourism, and Related Professions ..
Council on Chiropractic Education Commission on Accreditation
Council on Education for Public Health
Council on Naturopathlc Medical Education
Council on Rehabilitation Education Commission on Standards and Accreditation ................
Council on Social Work Education Office of Social Work Accreditation and Educational Ex-
cellence
Joint Review Committee on Education Programs in Radiologic Technology
Joint Review Committee on Educational Programs in Nuclear Medicine Technology ...
Liaison Committee on Medical Education
Midwifery Education Accreditation Council
Montessori Accreditation Council for Teacher Education
National Accrediting Agency for Clinical Laboratory Sciences
National Architectural Accrediting Board, Inc.
National Association of Nurse Practitioners in Women'’s Health Council on Accreditation ......
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CHEA USDE
Accreditor ! recognized recognized
organization organization
National Association of Schools of Art and Design Commission on Accreditation .................. . .
National Association of Schools of Dance Commission on Accreditation .........ccooeeeenreeerienns . .
National Association of Schools of Music Commission on Accreditation and Commission on
Community/Junior College Accreditation . .
National Association of Schools of Public Affairs and Administration Commission on Peer
Review and Accreditation . —
National Association of Schools of Theatre Commission on Accreditation ..........cccccoooveeennce. . .
National Council for Accreditation of Teacher Education . .
National Environmental Health Science and Protection Accreditation Council ... — *
National League for Nursing Accrediting Commission, Inc. . .
Planning Accreditation Board . —
Society of American Foresters . *
Teacher Education Accreditation Council Accreditation Committee ..........ccoovvevverincinscinniis . .
United Slates Conference of Catholic Bishops Commission on Certification and Accredita-
tion _ *

1This chart is updated when the CHEA Board of Directors recognizes or withdraws recognition of an accrediting organization and when the
U.S. Secretary of Education recognizes or withdraws recognition of an accrediting organization. Please visit the CHEA Web site at
www.chea.org.

Appendix II—ACCSC Sample System-Wide Accreditation Actions

ACCREDITING COMMISSION OF CAREER SCHOOLS
AND COLLEGES OF TECHNOLOGY (ACCSCT),
December 6, 2002.
STEWART A, SMITH, SR.,
President/CEO,
Stewart Smith Schools Corporate Office,
McComb, MS 39648-1367.

DEAR MR. SMITH: On November 25, 2002, the Accrediting Commission of Career
Schools and Colleges of Technology (“ACCSCT” or “the Commission”) convened via
conference call to consider its previous actions to order all of the schools under your
supervision and control to show cause why the accreditation of these schools should
not be withdrawn. The Commission carefully reviewed the entire record to date,
which includes the June 19, 2002, July 3, 2002 and August 27, 2002 Show Cause
and Continued Show Cause Orders, the report of the Commission Directed Unan-
nounced Visits dated October 17, 2002, and the response to that report and other
correspondence submitted on behalf of the schools. This is to inform you that upon
review of this record, the Commission voted to revoke the accreditation of these
schools and remove the schools listed below from the ACCSCT list of accredited in-
stitutions:

Avanti Hair Tech (M001287)—Lakeland, FL.

Avanti Hair Tech (B070425)—Hollywood, FL

Avanti Hair Tech (M056678)—Tampa, FL

Omni Technical School (M066238)—Akron, OH !

Omni Technical School (B070123)—Hialeah, FL

Omni Technical School (S460113)—Miami, FL

Euro Hair Design Institute (M001310)—Tallahassee, FL.

Euro Hair Design Institute (B070126)—dJacksonville, FL

Euro Hair Design Institute (S460122)—Jacksonville, FL

Euro Hair School (M064136)—Corpus Christi, TX

Euro Hair School II (B070410)—Corpus Christi, Texas

Euro Hair School (B070128)—Dallas, TX

RTI Technical Institute (M001427)—Pensacola, FL.

RTI Technical Institute (B070356)—Miami, FL

RHDC Flair Design College (M067348)—Fort Worth, TX

10n November 20, 2002 ACCSCT received notice that the last day of operation for this school
would be Wednesday, November 20, 2001. This effectively ceases the operation of this main
school’s branch in Hialeah (#B070123) and satellite in Miami (#5460113), as of that date.
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HISTORY OF THE COMMISSION’S ACTION

The Commission’s review of the schools began in June 2002 when by letter dated
June 19, 2002, ACCSCT informed you that five institutions under your ownership
and control were delinquent in filing the applications and reports required for con-
tinued accreditation.2 The Commission reminded you that it relies on the timely
submission of complete and accurate reports in order to make judgments relative
to the institutions’ continued compliance with accreditation standards and require-
ments. Further, the Commission informed you that the inability of these institutions
to meet the Commission’s reporting requirements also raised concerns about the
adequacy of management and resources at each institution and their ability to con-
tinue to meet educational objectives on a continuous basis, a fundamental require-
ment of the Standards of Accreditation. Thus, the Commission ordered the delin-
quent institutions to show cause why accreditation should not be withdrawn for fail-
ure to submit timely applications or to attend required accreditation workshops.

The Commission also noted that its concerns related to the management and ad-
ministrative capabilities of these institutions had been exacerbated by recent en-
forcement actions by regulatory agencies, including the action taken by the U.S. De-
partment of Education (“USDE”) to transfer Omni Technical Institute in Akron, OH
(#M066238) and its branch campus in Hialeah, FL (B070123) and satellite location
in Miami, FL (S460113) to the reimbursement system of payment as a result of ac-
tions taken by the Ohio State Cosmetology Board.3 Based upon this information, the
Commission expressed concern that systemic management failures were impeding
the capacity of all 15 institutions owned and operated by you to meet ACCSCT ac-
crediting standards on a continuous basis. The Commission, therefore, required
Stewart Smith Schools to submit a description of how each school is managed, cor-
porate organization charts detailing the lines of authority and oversight of each in-
stitution, a detailed narrative demonstrating that all owners, senior or executive
managers, and administrative employees are qualified for their specific roles in each
school and a Staff Personnel Report for the full-time, on-site director at each main
school and branch campus demonstrating that these individuals are experienced in
educational leadership or that the directors have other school management experi-
ence or documented equivalent training.

At its June 20, 2002 Conference Call, the Commission reviewed a June 17, 2002
notice from the USDE Atlanta Case Team terminating the Provisional Program Par-
ticipation Agreement for Avanti Hair Tech located in Winter Park (#M001287) and
the branch location in West Palm Beach (#B070275). The Commission found that
the serious nature of the allegations and findings of non-compliance by the USDE
raised concerns that similar compliance issues may exist in other ACCSCT-accred-
ited institutions under your ownership and control. In addition, the Commission ex-
pressed concern about the overall capacity of the other ACCSCT-accredited institu-
tions to meet accrediting standards on a continuous basis as required. Consequently,
the Commission acted to expand its prior Show Cause Order of June 19, 2002 to
all of the ACCSCT accredited institutions under your supervision and control.*

At its August 2002 meeting, the Commission considered its previous decision to
order all 15 of the institutions under your supervision and control to show cause
as to why accreditation should not be withdrawn. Upon review of the entire record,
including the Show Cause Orders dated June 19, 2002 and July 3, 2002 and the
responses to the Show Cause Orders, the Commission deferred action and voted to
direct fact-finding reviews and record verification visits to 5 of the 15 institutions.
The Commission also directed a fact-finding review and record verification at the
corporate office located in McComb, MS. Although the responses to the June 19,
2002 and July 3, 2002 Show Cause Orders provided the delinquent school applica-
tions and reports as well as some information related to the management and over-
sight of the schools, the institutions’ responses did not allay the Commission’s con-
cerns that the institutions were being adequately managed and may not have the
ability to meet accrediting standards on an ongoing basis or the capacity to operate
successfully as ACCSCT-accredited institutions (Section VIII, Standards of Accredi-
tation).

On August 17-18, 2002 the Commission Directed Unannounced Visits took place
at the following locations:

e Corporate Office—McComb, MS

2 See the Show Cause Order dated June 19, 2002.

3See the Commission’s letter of May 29, 2002 acknowledging receipt of notice of enforcement
actions by US DE.

4 See the expanded Show Cause Order dated July 3, 2002.
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Omni Technical Institute—Hialeah, FL (branch location of Akron Main School
“MS?’)

RTI Technical Institute—Miami, FL (branch location of Pensacola MS)

Avanti Hair Tech—Hollywood, FL (branch location of Lakeland MS)

Euro Hair School—Corpus Christi, TX (branch location of the Corpus Christi
MS

e RHDC Hair Design College—Fort Worth, TX (Main School)

The findings of these on-site evaluations were consolidated into one report dated
October 17, 2002 which was sent to you and the institutions. The schools were re-
quired to respond to the report by November 11, 2002.

On November 6, 2002, ACCSCT received notice from you that you intended to
close Omni Technical Institute in Hialeah, Omni Technical Institute in Miami and
Avanti Hair Tech in Hollywood within the next 60 days and assured ACCSCT that
you would “adhere to the prescribed close-out procedures and send the necessary
documentation under separate cover.” However, on November 15, 2002, the Commis-
sion office received multiple calls from the USDE that you had precipitously closed
Avanti Hair Tech in Hollywood, leaving 104 enrolled students without an approved
plan in place to complete their training or any representation by the school to assist
students or receive questions. On November 18, 2002, ACCSCT learned that you
had also closed the Omni Technical Institutes in Hialeah and Miami without ar-
ranging an acceptable teach-out for the nearly 300 students enrolled at both loca-
tions.

The Commission office did receive a fax from you which stated your willingness
to transfer students from the three closed Florida campuses to RTI Technical Insti-
tute in Miami. However, this cursory offer fell well short of a Teach Out Plan and
agreement that could be approved and was not prepared in accordance with accredi-
tation standards. As noted in our letter of November 20, 2002, RTT’s infrastructure
simply could not support the nearly 400 students transferring from other locations
in addition to the 190 students already enrolled there. Moreover, compliance issues
raised during the recent unannounced visit by the Commission to RTI—Miami had
not been resolved and caused additional concern regarding RTI’s capacity to carry
out any teach out plan effectively.

The Commission’s standards for Teach-Out Plans and Agreements require that
students will receive adequate and timely notice of an institution’s intention to close
so that a teach out or transfer to another institution may proceed in an orderly fash-
ion and without any material disruption to the students’ training. An accredited in-
stitution has an affirmative duty to meet its obligations to students. The manner
in which you precipitously closed the Hollywood, Hialeah and Cutler Ridge cam-
puses revealed such a fundamental lack of respect for students and the Commis-
sion’s standards that this matter was brought to the Commission’s immediate atten-
tion. In addition, by letter dated November 20, 2002, you were warned that the pre-
cipitous closure of three campuses, the inability to provide a viable plan for training
out students enrolled at those campuses, and the unwillingness to provide precise
information regarding the (PP. 4 & 5 missing from submission).

(a) Changes in individual tuition charged to students are not bona fide (Section
VIII (C)(1), Standards of Accreditation). During the on-site evaluations, a review of
student files from the Pensacola, Hollywood, Miami and Hialeah schools revealed
the practice of “charging off” tuition at the end of a student’s term of enrollment.
For example, one student received a $283.00 charge off of tuition on 7/26/02, 5 days
before the student graduated on 7/31/02. The visiting team could find no documenta-
tion or explanation in the student’s file for this reduction in the tuition. The visiting
team was informed that in some instances a “charge off” of tuition is given to en-
sure that students remain in school, which appears to be a cash incentive for the
purposes of maintaining student retention. In the absence of any clear explanation
of school’s policy related to the “charge off” of tuition the visiting team believed that
this practice called into question the fairness of the school’s tuition policies and led
the team to raise concerns that this practice may not be a bona fide change in tui-
tion. The visiting team noted this practice in the files for at least seven other stu-
dents.

In response to this finding by the visiting team, the schools explained that,

“[t]he Hialeah and Miami locations use the charge off procedures as a grant
to the students to help them after graduation with certification and related ex-
penses which are estimated at about $300.”

The schools contended that “[t]his grant was never used as an incentive to get
students, keep students or a tuition reduction. “It was only a [sic] aid to help them
that took the time and initiative to go to school and graduate, complete their certifi-
cation process and begin employment.” Even if the schools’ characterization of the
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“charge-off” or “grant” were accepted, the response acknowledges the arbitrary na-
ture of the practice. The effect of this practice is to reduce tuition for certain stu-
dents without any regularity as to specified effective dates, documentation in enroll-
ment agreements or reasonable advance notice to students. While the Commission
does not specify what tuition a school may charge, or prohibit bona fide discounts,
it does require regularity and clarity in a school’s tuition policies so students can
reasonably know what tuition will be charged.

(b) Admissions requirements are not consistently applied with respect to accept-
ance of credit transfers. The manner in which the schools accept transfer credits for
students gaining admission appears to be structured to maximize the amount of
Federal student financial aid (i.e., title IV funding) that the student is eligible to
receive rather then on a consistent and fair application of admissions standards de-
signed to assess whether students are qualified and capable of benefiting from the
training (See Sections V(2) and VIII(C)(2), Standards of Accreditation). During the
on-site evaluations, the visiting team found no evidence that the schools have writ-
ten policies and procedures for reducing tuition when accepting credits for previous
training, and have not disclosed those discounts to prospective students. The school
catalogs do not contain any information regarding the evaluation of previous train-
ing, recognizing clock hours completed at other institutions, or the concomitant re-
duction of tuition. As an example, one student received 944 clock hours of instruc-
tion in cosmetology from Lively Technical Center. Despite documentation in the file
indicating that the student scored an 81 out of a possible 100 points on a credit
transfer assessment test, the school accepted only 600 of those hours in transfer.
The visiting team was unable to determine the criteria that the schools used to
evaluate the previous training, or the impact of the acceptance of previous training
on the tuition charged; however, the visiting team noted that by accepting only 600
of the 944 previous clock hours earned, the student demonstrated eligibility for addi-
tional Federal financial assistance (Pell grant = $2,500 and SEOG = $200). The vis-
iting team noted that the files of seven students did not contain any documentation
of the criteria used in the evaluation of previous training or the specifics regarding
transfer of credits.5

The school’s response to this finding did not provide any explanation for how the
schools evaluate transfers of credit and stated that,

“[d]ecisions concerning the acceptance of credits by any institution other than
the granting institution are made at the sole discretion of the receiving institu-
tion and no representation is made whatsoever concerning the transferability of
any credits to any institution.”

The Commission found that the response lacked any description of criteria used
to evaluate prior training and transfer of credit, such as course outlines, transcripts,
or the transfer assessment test. The absence of any clear explanation as to how pre-
vious training is evaluated for the purposes of transferring credit led the Commis-
sion to conclude that the schools’ practice in this regard is to maximize the amount
of Federal financial assistance that can be drawn for a transfer student.

(c) Scholarships are not based upon recognized and acceptable purposes (Section
VIII (C)(7), Standards of Accreditation). The Commission found, as described by
school officials to the visiting team, that the schools award a “school scholarship”
at the sole discretion of the school on-site director and that this scholarship is used
to assist students financially so that they may remain enrolled in school. These
scholarship funds appear to be provided by the school to match title IV SEOG funds.
While the visiting team found this practice to be for a recognized and acceptable
purpose, the visiting team could find no documentation either in the students’ files
or in the schools records to confirm that there are any established criteria for the
award of this scholarship. For example, one student received a Pell grant in the
amount of $3,458.00, a transfer of clock hour credits in the amount of $1,794.50 and
a school scholarship in the amount of $667.00 paid on 5/4/02—4 days before the stu-
dent graduated on 5/8/02. This covered the entire amount of the student’s tuition.
The visiting team could find no documentation in the student’s file to demonstrate
the criteria used for the award of this scholarship, the student’s request for a schol-
arship, or even a scholarship award letter given to the student.

As another example, a student received a Pell grant in the amount of $4,775.00,
an SEOG grant in the amount of $530.00 and a school scholarship in the amount
of $200.00. The total amount of the student’s financial aid equaled $5,505.00—
$285.00 more than the student’s total tuition and fees. The student also paid
$100.00 towards tuition as well as $41.63 in overtime charges. Thus, this student

5The students were enrolled at the schools located in Orlando, Hollywood, Tallahassee and
Miami.
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actually received a refund that was paid subsequent to his graduation in the
amount of $343.37. Again, the visiting team could find no documentation in the stu-
dent’s file to demonstrate the criteria used for the award of this “school scholar-
ship,” the student’s request for a scholarship, or even a scholarship award letter
given to the student.

In addition, the visiting team received conflicting information regarding school
scholarships. In one instance, the visiting team was informed that awarding this
scholarship is at the sole discretion of the on-site director who draws from a pool
of money equivalent to 25 percent of the total amount of SEOG disbursed by that
campus. The visiting team was later informed that the directors make recommenda-
tions to the corporate office regarding which students should receive the scholarship.
In the absence of any clear explanation of the schools’ policy related to the award
of this scholarship, the visiting team expressed concern that the schools’ practices
do not appear to be in compliance with accreditation standards that require scholar-
ships to be bona fide reductions in tuition and awarded for recognized and accept-
able purposes. These concerns were noted in the files for 12 students from 7 dif-
ferent schools.®

In response to this concern by the visiting team, the schools provided an excerpt
from the Department of Education regulations for PSEOG and copies of C. Lanis
Scholarship vouchers that were signed by the schools’ scholarship committee offi-
cials. The schools also stated that three types of scholarships are awarded: SEOG
Scholarships, C. Lanis Scholarships and Work Scholarships. The explanation of the
schools’ criteria for the scholarships was limited, and the samples submitted by the
schools failed to show that the scholarship criteria are applied or documented on
a consistent basis. The only explanation that the Commission could discern is that
the scholarships are awarded in order to compensate for tuition that is not covered
by Pell grants. The Commission, therefore, determined that the schools failed to es-
tablish that the scholarships are bona fide and are awarded for recognized and ac-
ceptable purposes.

Participation in the process of accreditation is voluntary on the part of the school.
The integrity and honesty of a school are fundamental and critical to the process
(Introduction Section, Standards of Accreditation). The documented incapacity of the
15 schools under your ownership and control to comply with accreditation stand-
ards, the precipitous closures of three schools, the inability to provide a viable plan
for training out students enrolled at those campuses and the schools’ unwillingness
to provide precise information regarding the closure dates as repeatedly requested
by the Commission’s staff all demonstrated the schools had failed to fulfill these
fundamental precepts of accreditation. The Commission, therefore, has acted to
withdraw the accreditation of all 15 institutions under your supervision and control.

APPEAL AND REAPPLICATION PROCESS AND PROCEDURES

The schools may either appeal the Commission’s decision to revoke the school’s
accreditation or reapply for accreditation after a period of 9 months. The reapplica-
tion and appeal procedures are outlined in the Process and Procedures section of
the Standards of Accreditation. Should any of the schools elect to appeal this deci-
sion, a letter outlining the intent to appeal, along with the Appeal Expense Fee of
$5,000.00, must be submitted to the Commission office by December 16, 2002, The
Grounds for Appeal, with the Application for Appeal of Commission Decision at-
tached as a cover sheet, must be submitted to the Commission office by January
6, 2002. If any of the schools elects to appeal, its accredited status continues until
the final disposition of the appeal (See Appeals Panel, Process and Procedures,
Standards of Accreditation). Please note, however, that a school’s eligibility to ap-
peal is predicated on its continued operation under its current ownership. By ceas-
ing operation, it ceases to be a “school,” the entity that is entitled to appeal a rev-
ocation decision. Accordingly, all schools under your ownership and control that
have ceased operation will be ineligible to appeal. The Commission’s decision to
withdraw accreditation in these instances will have become final.

In addition, we informed you in our letter of November 25, 2002 that since the
Show Cause Order had been decided against the schools, no changes or additions
(e.g., changes of ownership, changes of location, special requests, etc.) would be con-
sidered for these schools pending the school’s decision whether to appeal the Com-
mission’s decision or the disposition of any appeal they may undertake. Please be
reminded that Commission approval is required before accreditation may transfer
upon a change of ownership. Failure to secure prior Commission approval results

6These schools are the Lakeland, Tampa, Corpus Christi, Hialeah, Miami, Tallahassee and
Hollywood locations.
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in a lapse of accreditation (Change of Ownership, Accreditation Reviews, Standards
of Accreditation).
For additional information or assistance, please contact Leah Basham at (703)
247-4512.
Sincerely,
ELISE SCANLON,
Executive Director.

ACCREDITING COMMISSION OF CAREER SCHOOLS
AND COLLEGES OF TECHNOLOGY,
AugusT 23, 2005.
HARRISON COMMISSO,
Chief Executive Officer,
Harrison Career Institute,
1605 Evesham Road,
Voorhees, NJ 08043.

RE: Harrison Career Institute: Delran, NJ (School #M001183); Harrison Career In-
stitute: Deptford, NJ (School #M056777); Harrison Career Institute: Reading,
PA (School #B057766); Harrison Career Institute: South Orange, NJ (School
#B070516); Harrison Career Institute; Jersey City, NJ (School #B059302); Har-
rison Career Institute: Clifton, NJ (School #B070644); Harrison Career Insti-
tute: Vineland, NJ (School #M051407); Harrison Career Institute: Oakhurst, NJ
(School #MO062342); Harrison Career Institute: Wilmington, DE (School
#MO055556); Harrison Career Institute: Allentown, PA (School #B062656); Har-
rison Career Institute: Baltimore, MD (School #B070658); Harrison Career In-
stitute: Philadelphia, PA (School #M070106); Harrison Career Institute: Ewing,
NJ (School #B070203); Harrison Career Institute: Washington, District of Co-
lumbia (School #B070770)

DEAR MR. CoMMISSO: The Accrediting Commission of Career Schools and Colleges
of Technology (“ACCSCT” or “the Commission”) has considered its previous decision
to order the campuses of Harrison Career Institute (“HCI” or “the Corporation”) ac-
credited by ACCSCT to show cause as to why accreditation should not be revoked.!
In addition, the Commission reviewed a notice dated August 18, 2005 from the U.S.
Department of Education (“the Department”) to HCI informing the Corporation that
it is imposing an emergency action and intends to terminate the eligibility of the
schools to participate in financial aid programs authorized under Title IV of the
Higher Education Act. Upon review of the entire record of this matter to date, in-
cluding the July 14, 2005 Show Cause Order and the response from HCI dated July
25, 2005, the Commission voted effective as of the date of this letter to vacate the
Show Cause Order and place all ACCSCT accredited HCI campuses on Probation.
The procedural history of this matter and the reasons for this decision are set forth
below.2

HISTORY OF THE COMMISSION’S ACTION

The Commission received notice on July 5, 2005 that the schools had been trans-
ferred to the Heightened Cash Monitoring—Level 2 (“HCM2”) reimbursement sys-
tem of Federal financial aid funding by the Department. The ACCSCT Standards
of Accreditation require schools to be in compliance with Federal, State and local
government requirements (Sections I (B)(3) & I (D)(3), Standards of Accreditation).
Because the action taken by the Department raised serious concerns regarding the
school’s compliance with Federal regulations and the manner in which HCI distrib-
uted Federal financial aid, the Commission ordered HCI to show cause as to why
accreditation should not be withdrawn. In addition, the Commission directed HCI
to demonstrate how the Corporation would be able to sustain financial soundness
and the operation of the HCI schools with resources sufficient for the proper oper-
ation of the schools and the discharge of obligations to students given the HCM2
action taken by the Department (Section VIII (C)(I); formerly Section VIII (B)(1);

1See the July 14, 2005 Show Cause Order for more specific information pertaining to the
Commission’s decision in this regard.

2The Commission initiated a review of HCI on a system-wide basis in November 2004 in order
to conduct a comprehensive review of the schools’ compliance with accreditation standards. HCI
was informed through on-site evaluation reports of compliance concerns at certain campuses and
has responded to those concerns. These matters are still under consideration by the Commis-
sion.
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Standards of Accreditation). Finally, the Commission directed HCI to submit a
Teach-Out plan for each school prepared in accordance with ACCSCT’s accreditation
standards. HCI’s response was received on July 25, 2005.

AUGUST 2005 REVIEW AND ACTION

Upon review of the record before it, which included the August 18, 2005 notice
from the Department, the Commission voted to place all ACCSCT accredited HCI
schools on Probation for the following reasons:

1. HCI has not demonstrated that it operates in compliance with Federal regula-
tions (Sections I (B)(3) & (D)(3), Standards of Accreditation). The Commission un-
derstands that the Department’s decision to terminate HCI’s participation in title
IV, HEA programs is predicated on its findings in the following areas: falsification
of the 90/10 calculation; falsification of student withdrawals; falsification of student
eligibility documentation; illegal retention of unearned tuition and student credit
balances; failure to provide the programs of study as contracted; illegal use of title
IV loan funds; misrepresentation of information critical to students’ education: and
maintenance of inaccurate records. These findings by the Department raise serious
questions regarding the manner in which the HCI schools complied with Federal
student financial aid rules and requirements while accredited by ACCSCT. HCI
must therefore provide the Commission with a detailed written response to the find-
ings listed in the August 18, 2005 letter from the Department including information
pertaining to any appeal of the Department’s action, HCI must also provide copies
of any appeal documents submitted to the Department which demonstrate that the
schools complied with Federal regulations while accredited by ACCSCT.

2. HCI has not demonstrated that it is financially sound with resources sufficient
for the proper operation of the schools and the discharge of obligations to students
(Section VIII (C)(1); formerly section VIII (B)(1), Standards of Accreditation). In the
response to the July 14, 2005 Show Cause Order, HCI indicated that while it had
$1.5 million in its operating account and a line of credit up to $2.5 million, it also
anticipated receiving an initial disbursement of funds from the Department in Au-
gust 2005 while operating under HCM2. Due to the action by the Department to
terminate HCI’s participation in financial aid programs, it appears that no distribu-
tion of Federal student aid funds will be forthcoming. Given the length of time that
the school has operated without receiving a disbursement from the Department, the
$4 million in the school’s operating account and line of credit does not appear suffi-
cient to sustain the on-going operations of the schools. HCI must therefore submit:

a. an internally prepared interim financial statement for the 8-month period end-
ing August 31, 2005 to include a balance sheet and income statement;

b. an explanation of the status of HCI’s letter of credit and a confirmation that
the line of credit remains available in light of the Department’s termination deci-
sion; and

c. an update to its plan to finance the ongoing operation of the schools beyond
August 2005.

3. HCI must submit additional information regarding the signed Teach-out Agree-
ment submitted in response to the July 14, 2005 Show Cause Order. The agreement
states that Lee Educational Enterprises, Inc. will assume responsibility for com-
pleting the training of the nearly 2,000 students that would be affected by a closure
of HCI. This information, however, did not include sufficient information regarding
the ability of Lee Educational Enterprises, Inc. to successfully assume the burden
set forth in this agreement. Therefore, HCI must provide additional details regard-
ing the capacity of Lee Educational Enterprises, Inc. to complete the training of HCI
students including:

a. the names of, the educational institution(s) owned and operated by Lee Edu-
cational Enterprises, Inc., and the institutions’ accrediting agency if applicable;

b. information regarding the ownership of Lee Educational Enterprises, Inc., to
include the names of any individual stockholders and the percentages of ownership;

c. a description of any asset transfers from HCI to Lee Educational Enterprises,
Inc. during the period January 1, 2005 though August 31, 2005; and

d. information regarding the approval of this Teach-out Agreement by the State
licensing agencies for Pennsylvania, New Jersey, Delaware, Maryland and Virginia.

4. In order for the HCI schools to maintain their eligibility for accreditation, the
schools must be in continuous compliance with accrediting standards and require-
ments which includes, among other things, that the schools must be in continuous
operation, training students in accordance with their primary objective, with the ex-
ception of any regularly scheduled vacation periods, and pay all required sustaining
fees (Section I (B)(3), Standards of Accreditation). Either an unscheduled break in
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operation or the non-payment of sustaining fees would generally be considered a vio-
lation of the Commission’s requirement for maintaining accreditation eligibility.
Therefore, please provide the information and payment of fees as set forth below.

a. HCI must submit evidence that the ACCSCT-accredited schools have main-
tained continuous operation since August 18, 2005 such as student attendance and
employee payroll records. Should any of the schools suspend operations for any pe-
riod of time, the Commission directs HCI to provide notice of such action to
ACCSCT within 24 hours.

b. HCI must submit payment of the required sustaining fees3 on or before Sep-
tember 2, 2005 in the amount of $54,785.

HCI must respond to the Commission’s concerns as directed in this letter and pro-
vide documentation of corrective action and compliance with accrediting standards.
The Commission’s concerns should appear prior to HCI’s response. The response
must be bound, dated, and tabbed, and must include a signed certification attesting
to the accuracy of the information. Five (5) copies of the school’s response should
be submitted. Alternatively, HCI may submit its response in an electronic format.
Instructions for submitting a response electronically can be found at the Commis-
sion’s Web site www.accsct.org.

The response must be received in the Commission office on or before Sep-
tember 23, 2005 for review at the next Commission meeting. Payment of the re-
quired sustaining fees must be received in the Commission office on or before Sep-
tember 2. 2005. If a response to this letter is not received in the Commission office
on or before September 23, 2005 the Commission will consider further appro-
priate action to include revocation of the schools’ accreditation.

In accordance with the Standards of Accreditation, no changes or additions (e.g.,
additions of separate facilities, substantive changes, special requests, etc.) will be con-
sidered while a school is operating under a Probation Order.

Please note that the Commission is required to report all Probation Orders to the
United States Department of Education. Thus a copy of this letter will be provided
to the Department at the time HCI is notified of this Probation Order (34 CFR
$§602.26(b) (1)).

If you need further assistance or information, please contact Leah Matthews at
(703) 247-4512.

Sincerely,
ELISE SCANLON,
Executive Director.

ACCREDITING COMMISSION OF CAREER SCHOOLS
AND COLLEGES OF TECHNOLOGY (ACCSCT),
JANUARY 16, 2007.
MARILYN POBIAK,
Vice-President,
High-Tech Institute, Inc.,
Phoenix, AZ 85029.

DEAR Ms. PoBIAK: By letter of March 10, 2006, the Accrediting Commission of Ca-
reer Schools and Colleges of Technology (“ACCSCT” or “the Commission”) notified
you of its decision to undertake a comprehensive review of the complete High-Tech
Institutes, Inc. (“HTI”) educational system due to concerns that the institutions
were not in compliance with the Commission’s standards governing faculty quali-
fications or the design and content of degree programs. The Commission was also
concerned with the operation of Anthem College Online—A Division of HTI—Phoe-
nix as well as the manner in which Anthem College has been described in adver-
tising to prospective students and the public.

The Commission coupled this system-wide review with the individual school re-
views that were pending for institutions in renewal of accreditation or substantive
change processes. Upon review of the March 10, 2006 letter, HTI’s response to that
letter as well as the record of other individual school evaluations detailed herein,
the Commission has good cause to believe that these compliance concerns are sys-
temic in nature. Accordingly, the Commission has placed all schools within the HTI
system that are accredited by ACCSCT on probation. This letter includes the spe-
cific grounds for the Commission’s action and the information HTI must submit in
response to this Probation Order for review by the Commission at its August 2007

3The sustaining fees were originally due in the Commission office no later than June 30,
2005.
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meeting. The Commission’s decision is effective immediately. The institutions cov-
ered by the Commission’s action are listed below.!

Main School:
High-Tech Institute—Phoenix, AZ (School #M001392)
Branch Campuses:

High-Tech Institute—Sacramento, CA (School #B067810)
High-Tech Institute—St. Louis Park, MN (School #B070184)
High-Tech Institute—Nashville, TN (School #B070322)
High-Tech Institute—Marietta, GA (School #B070520)
High-Tech Institute—Kansas City, MO (School #B070636)
Cambridge College—Bellevue, WA (School #B070781)

Main School:
The Bryman School—Phoenix, AZ (School #M059048)
Branch Campuses:

Cambridge College—Aurora, CO (School #B069310)

High-Tech Institute—Orlando, FL (School #B070257)

High-Tech Institute—Las Vegas, NV (School #B070605)

The Bryman School—Tempe, AZ (School #B070784)

High Tech Institute—Irving, TX (School #B070459)

High Tech Institute—Memphis, TN (School #B070699)
Main School:

The Chubb Institute—Parsippany, NJ (School #M000360)
Branch Campuses:

The Chubb Institute—dJersey City, NJ (School #B056051)
The Chubb Institute—North Brunswick, NdJ (School #B070162)

FACULTY QUALIFICATION ISSUES

HTI must demonstrate that its faculty meet all qualifications set forth in Section
IIT of the Standards of Accreditation. The March 10, 2006 letter required HTI to
submit an audit of all faculty employed by HTI to teach in the High-Tech Institute
schools. A thorough review of this faculty audit showed a pattern through the
“High-Tech Institute” cluster of schools of noncompliance with accrediting standards
in regard to the qualifications of HTI faculty. What follows are the Commission’s
findings regarding the qualifications of HTI faculty from its review of the faculty
audit.

HIGH-TECH INSTITUTE—PHOENIX (TOTAL FACULTY = 111)

General Education Faculty

o Thirty-five faculty; eighteen full-time; seventeen part-time.

e Of the 35 faculty, 21 teach on-line courses; 8 full-time and 13 part-time.

e Of the 35 faculty listed as general education faculty, the following appear to be
misclassified as general education faculty:

1. Ryan Bohlander is listed on the Faculty Personnel Report as a general edu-
cation instructor teaching GE 406 Business and Consumer Marketing. This
is not a general education course. He is a technical/occupation faculty mem-
ber.

2. Richard Koch is listed on the Faculty Personnel Report as a general edu-
cation instructor teaching GE 406 Business and Consumer Marketing. This
is not a general education course. He is a technical/occupational faculty mem-
ber.

3. Charles Shelton is listed on the Faculty Personnel Report as a general edu-
cation instructor teaching GE 402 Principles of Management. This is not a
general education course. He is a technical/occupational faculty member with
more than 4 years of practical work experience.

e Of the 35 faculty members, the following appear to lack appropriate academic
coursework and preparation to teach the specific general education courses assigned
to them (Section III B(5), Standards of Accreditation):

1January 19, 2007 Corrected Copy includes the Irvine, TX and Memphis, TN branch locations
of the Bryman School.
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1. Sue Bueker appears to lack appropriate academic coursework and prepara-
tion2 to teach GE 104 Critical Thinking and GE 205 Engaging in Commu-
nication.

2. Cynthia Espinoza appears to lack appropriate academic coursework and prep-
aration to teach GE 104 Critical Thinking and GE 205 Engaging in Commu-
nications.

3. Richard Frederick appears to lack appropriate academic coursework and
preparation to teach GE 104 Critical Thinking.

. Judith Green appears to lack appropriate academic coursework and prepara-
tion to teach GE 104 Critical Thinking and GE 205 Engaging in Communica-
tion.

. Sam Rotella appears to lack appropriate academic coursework and prepara-
tion to teach GE 114 Critical Thinking and Problem Solving.

. Phillip Thomas appears to lack appropriate academic coursework and prepa-
ration to teach GE 104 Critical Thinking.

. Tracy Thompson appears to lack appropriate academic coursework and prep-
aration to teach GE 104 Critical Thinking.

. Lorraine Sanford appears to lack appropriate academic coursework and prep-
aration to teach GE 205 Engaging in Communications.

. Steve Good appears to lack appropriate academic coursework and preparation
to teach GE 230 Sociology.

10. Josh Turnbow appears to lack appropriate academic coursework and prepa-

ration to teach GE 221 Human Relations.

11. Pam Womack appears to lack appropriate academic coursework and prepa-
ration to teach GE 220 Human Relations.

There is no evidence, as recorded on the Faculty Personnel Reports, that the

I
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following faculty have been trained in instructional methods and teaching skills
prior to assuming primary instructional responsibilities: (Section III (A)(8), Stand-
ards of Accreditation)
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. Kim Baily*

. Sue Bueker*

. Cynthia Espinoza*
. Shanel Fisher

. Richard Frederick*

Barbara Gonzalez

. Judith Green*
. Tasha Levy
. Lorraine Sanford

10. Charles Shelton

11. Sean Taylor*

12. Tracy Thompson*
13. Charles Winzer III*

e

Of the faculty members listed above, those indicated by an took on-line

courses offered at HTI—Phoenix, listed the course(s) in the Instructor Training sec-
tion of the Faculty Personnel Report, and then were assigned to teach the course(s)
as indicated on the Courses Taught section of the Faculty Personnel Report. Taking
an on-line course may not fully meet the standard for training in instructional
methods and teaching skills and does not qualify a faculty member to teach that
particular course.

Of the faculty listed above, the following six teach in an on-line environment.

It is unclear from the record that any of these faculty members have the qualifica-
tions, experience and training to teach in an on-line environment that meets the re-
quirements of Section XI (D)(1) and (2), Standards of Accreditation.

1.
2.
3.
4.
5.
6.

Barbara Gonzalez
Lorraine Sanford
Charles Shelton
Sean Taylor

Tracy Thompson
Charles Winzer II1

Technical /| Occupation Faculty

Seventy-six faculty; seventy-five full-time; one part-time.
Of the 76 faculty, 10 teach on-line courses; 5 full-time and 5 part-time.

2 Appropriate academic coursework and preparation is defined in Appendix I of the Standards
of Accreditation as 15 semester credit hours (or the equivalent) in related subject areas that
support the curriculum content.
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e There was no Faculty Personnel Report submitted for Marla Peacock.
e The following technical faculty who currently appear to have the required edu-
cational credentials, were hired prior to earning the required degree:

1. Michelle Hughes: Hired 8/25/05; earned AA Medical Billing and Coding degree
8/06; there is some question as to the accuracy on the Faculty Personnel Report and
of the degree earned.

2. Sandy McVety: Hired 9/01/05; earned AS Medical Billing and Coding degree 5/
06 from HTI—Phoenix.

e The following technical faculty do not appear to have the practical experience
or preparation required to teach technical courses under the grandfather provision 3:

1. Kenneth Dworshak: Hired 6/01/98; earned AOS Computer Networking degree
7/99 from HTI—Phoenix. It is unclear whether he has 3 years of practical experi-
ence in computers outside of his teaching experience at HTI—Phoenix.

2. Octavio Martinez: Hired 7/01/99; earned AOS Computer Electronics degree 11/
99 from HTT—Phoenix; while he was working at Las Vegas Golf and Tennis in Glen-
dale, AZ and teaching. The record indicates that he was hired with 6 months experi-
ence in 1999, not the required 3 years.

3. Steve Pagan: Hired 7/30/01; earned AS Computer Networking 12/04 from HTI—
Phoenix; has less than the required 3 years of practical work experience in the field
before he was hired and it is unclear whether he has it now (see listing below).

4. Kevin G. Scott: Hired 8/02/99; earned AS Graphic Design and Animation degree
7/05 from HTI—Phoenix; has less than 3 years of practical work experience in the
field, and therefore, is not in compliance.

e According to the Faculty Personnel Reports, the following faculty member has
not earned or does not possess a degree related to the courses he is currently teach-
ing and there is no showing of outstanding professional experience or contributions
to the occupational field of study. Therefore, the qualifications of this faculty mem-
ber do not appear to be in compliance with Section III (B)(4) of the Standards of
Accreditation for grandfathered faculty.

1. Joe Hauptman: Hired 10/01/01; possesses M.Ed. degree, but there is no infor-
mation regarding the specific area of study that qualifies him to teach computer net-
working courses. In addition, he has less than 3 years of practical work experience
in the field in which he is teaching, and is therefore out of compliance with Section
IIT (B)(4) for grandfathered faculty (Standards of Accreditation, Appendix I).

e The following faculty members appear to have less than the required 3 or 4

ears of practical work experience and therefore, are not in compliance with Section
IIT (B)(4) of the Standards of Accreditation or the Commission’s grandfather provi-
sions for faculty.

1. Joe Hauptman: Hired 10/01/01 (also listed in another category)

2. Octavio Martinez: Hired 7/01/99 (also listed in another category)

3. Steve Pagan: Hired 7/30/01 (also listed in another category)

4. Kevin G. Scott: Hired 8/02/99 (also listed in another category)

5. Steve March: Hired 2/27/04; does not have 3 years of practical experience to
qualify him to teach GS 225 under the grandfather provision.

6. Robert Reed: Hired 3/31/04; does not have 3 years of experience to qualify him
to teach GS 225.

7. Sam Rotella: Hired 2/22/06; does not have the requisite 4 years of experience
to teach GS 120 Financial Principles.

8. Steve Good: Hired 12/19/05; does not have the requisite 3 years of practical ex-
perience to teach GS 206, Computer Applications.

9. Sean Taylor: Hired 12/13/04; it is not clear whether he has the requisite 3 years
of practical experience to teach GS 120, Financial Principles.

10. Tracy Thompson: Hired 8/30/04; it is not clear whether he has the requisite
3 years of practical experience to teach GS 120, Financial Principles.

11. John Turnbow: Hired 1/3/06; does not have the requisite 3 years of practical
experience to teach GS 206 Computer Applications.

12. Wayne Whaley: Hired 11/8/04; does not have the requisite 4 years of practical
experience to teach GS 120, Financial Principles.

13. Pamela Womack: Hired 1/25/06; does not have the requisite 4 years of prac-
tical experience to teach GS 120, Financial Principles.

e The following faculty members, according to information recorded on the Fac-
ulty Personnel Reports, do not appear to possess adequate training in instructional

3 Instructors teaching technical courses in a degree program shall have a minimum of 3 years
of practical experience or equivalent training in the field being taught (ACCSCT Standards of
Accreditation, Appendix I).
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methods and teaching skills and therefore are not in compliance with Section III
(A)(8) of the Standards of Accreditation.

1. Earl T. Ashmore

2. Melinda Chappell

3. Frank Conti

4. Juno Taylor

5. Timothy O’Koniewski

6. Patricia Orr (also listed in another category)
7. Krista Palmer

8. Gary L. Robinson

9. Sandy McVay (also listed in another category)
10. Sylvia Waldon

HIGH-TECH INSTITUTE—KANSAS CITY (TOTAL FACULTY = 26)

General Education Faculty

e Seven full-time faculty and zero part-time faculty.

e Of the seven faculty members, the following four appear to lack appropriate
academic coursework and preparation to teach the general education courses as-
signed to them (Section III (B)(5), Standards of Accreditation):

1. Mark Collier appears to lack appropriate academic coursework and preparation
to teach GE 104 Critical Thinking and GE 205 Engaging in Communications.

2. Matthew Lewis, Jr. appears to lack appropriate academic coursework and prep-
aration to teach GE 205 Engaging in Communications.

3. Marsha Watson appears to lack appropriate academic coursework and prepara-
tion to teach GE 11-104 Critical Thinking and GE11-205 Engaging in Communica-
tions.

4. David West appears to lack appropriate academic coursework and preparation
to teach GE11-104 Critical Thinking and Problem Solving and GE11-205 Engaging
in Communications.

Technical | Occupational Faculty

e Eighteen full-time faculty and one part-time faculty.
o The following faculty member is listed on the roster as faculty teaching occupa-
tional/technical courses and did not have a Faculty Personnel Report:

1. Matthew Lewis: Hired 5/23/05; does not have the requisite practical experience
or training to teach GS 11, Financial Principles.

e According to the Faculty Personnel Reports, the following faculty members have
not earned or do not possess a degree related to the courses they are currently
teaching and there is no showing of outstanding professional experience or contribu-
tions to the occupational field of study. Therefore, the qualifications of these faculty
do not appear to be in compliance with Section III (B)(4) of the Standards of Accred-
itation:

1. Donna Contractor: Hired 3/15/06; earned LPN 1970 and has over 27 years of
practical work experience, but has not earned a related degree in Surgical Tech.
HTI did not document outstanding contribution to the professional field.

2. Tammy Grogan: Hired 3/13/06; responsible for externships and teaching in the
Surgical Tech program; earned a certificate in Surgical Tech 1985 and has 14 years
of practical work experience in the field, but has not earned a related degree. HTI
did not document outstanding contribution to the professional field.

3. Leah Moore: Hired 7/19/04; earned BA degree in Elementary Education and a
diploma in Massage Therapy 2001, but has not earned a related degree in the field
of Massage Therapy. The record indicates that she has only 5 years of practical ex-
perience as a licensed Massage Therapist.

4. Rose Roberts: Hired 11/28/05; an AS degree in Business Management from the
local community college is listed as in progress, but has not earned a related degree
in Medical Billing & Coding and HTI did not document outstanding contribution to
the professional field.

5. Debbie Simmons: Hired 2/15/05; earned AS degree in Psychology from Wichita
State University during the years of 8/84 through 8/85 (appears to be a mistake on
the Faculty Personnel Report), has over 20 years of practical work experience in the
health care field, and a certificate in Dental Assisting (no date), but has not earned
a related degree in Dental Assisting and does not have 8 years of practical experi-
ence in dental assisting.

6. Renee Talley: Hired 2/16/04; earned a certificate in Medical Assisting 1997 and
a certificate in Respiratory Care 2001, but has not earned a related degree in the
field of Medical Assisting. It is unclear if Ms. Talley has the required years of prac-
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tical experience from the record. Accordingly, the Commission is requesting back up
documentation of her professional experience to demonstrate compliance with the
standards.

7. John Thompson Jr.: Hired 7/28/03; listed as Extern Coordinator for the Surgical
Tech program; earned a diploma in Surgical Tech 2000. It is unclear from the record
whether Mr. Thompson has the requisite practical experience in Surgical Tech-
nology to meet the standard under the grandfather provision. Accordingly, the Com-
mission is requesting backup documentation of his professional experience to dem-
onstrate compliance with the standards.

8. Darrin Wright: Hired 5/10/04; earned a BS degree in Religion 5/03 and an MA
in Spiritual Formation 5/05; he has over 15 years of practical work experience in
the Surgical Tech field, but he has not earned a related degree in Surgical Tech and
HTI did not document an outstanding contribution to the professional field.

HIGH-TECH INSTITUTE—MARIETTA (TOTAL FACULTY = 33)

General Education Faculty
e Seven full-time faculty and zero part-time faculty.
e Of the seven full-time faculty:

1. LaMonica Martin lacks 15 semester credit hours or the equivalent in Psy-
chology and therefore does not meet the standard to teach Psychology.

2. Pelham VanCooten appears to lack appropriate academic coursework and
preparation to teach GE 102 Ethics.

e Two new instructors Shawndel Springer (hired in 2005) and Pelham VanCooten
(hired in 2006) do not appear to have been trained in instructional methods and
teaching skills as reflected on the Faculty Personnel Reports and therefore, are not
in compliance with Section IIT (A)(8) of the Standards of Accreditation.

Technical /| Occupational Faculty

e Twenty-four full-time faculty and two part-time faculty.

o The following faculty members who currently have the required educational cre-
dentials appear to have been hired prior to earning the required degree. Some of
these faculty fall within the grandfather provision, but are listed here because the
record indicates that they earned their degrees from remote campuses of HTI while
they were teaching in Marietta.

1. Shelia Annette Enderle: Hired 9/22/03; earned AS degree in Computer Network
& Security from HTT—Phoenix 8/05.

2. Renee V. Fouche: Hired 11/22/04; earned AS degree in Surgical Tech from
HTI—Nashville, Phoenix [sic] 2005. (It is unclear from which institution Ms. Fouche
earned her degree.)

3. Miriam Gresham: Hired 9/20/05; earned AS degree in Medical Billing & Coding
from HTT—Phoenix 1/06.

4. Lore Alexander-Mabry: Hired 3/7/05; earned AAS degree in Surgical Tech from
HTI—Nashville 11/05.

5. Cheryl M. Wilson: Hired 9/13/04; earned AAS degree in Surgical Tech from
HTI—Nashville 2/05.

6. Melanie Charvat: Hired 4/21/04; earned AS degree in Medical Assisting from
HTI—Phoenix 3/05.

e According to the Faculty Personnel Reports, the following faculty members have
not earned or do not possess a degree related to the courses they are currently
teaching and there is no showing of outstanding professional experience or contribu-
tions to the occupational field of study. Therefore, the qualifications of these faculty
do not appear to be in compliance with Section III (B)(4) of the Standards of Accred-
itation:

1. Rhonda Clements-Davis: Hired 11/28/05; earned a certificate in Medical Assist-
ant 3/95, but has not earned a related degree.

2. William C. Miller: Hired 7/13/05; earned an associate degree (major is unclear)
from HTI—Nashville 12/05 and earned two certificates in Massage Therapy 10/95
and 10/99 from Capelli Massage Therapy School. Mr. Miller has not earned a degree
in or a degree related to Massage Therapy.

e The following faculty members, according to the Faculty Personnel Reports, ap-
pear to have less than the required 3 or 4 years of practical work experience in the
field in which they are currently teaching and therefore are not in compliance with
Section III B(4) of the Standards of Accreditation or the Commission’s grand-
fathering provisions for faculty:
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1. Shelia Annette Enderle: Hired 9/22/03; has 2 years of teaching experience, but
only 2 years and 1 month of practical work experience in the Computer Networking
& Security field.

2. Lori Alexander-Mabry: Hired 3/7/05; has a related degree and 8 years of teach-
}Vng{dexperience, but only 8 months of practical work experience in the Surgical Tech
ield.

3. Frederick Tookes: Hired 9/24/04; has 1.5 years of graduate teaching experience,
?ultdless than 2 years of practical work experience in Graphic Design and Animation
ield.

e The following faculty members, according to the Faculty Personnel Reports, do
not appear to have received adequate training in instructional methods and teach-
ing skills and therefore, are not in compliance with Section III (A)(8) of the Stand-
ards of Accreditation:

. Paul V. Berry

. Kwadwo A. Bonsu

. Hany Brockington

. Sandee Chamberlain
Miriam Gresham
Julian Herring

. Tiffany McNair

. William B. Stallings
. Deborah Tuminello
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HIGH-TECH INSTITUTE—NASHVILLE (TOTAL FACULTY = 57)

General Education Faculty

e Nine full-time faculty and two part-time faculty.

o The following faculty members appear to lack appropriate academic coursework
and preparation to teach the general education courses assigned to them (Section
IIT (B)(5), Standards of Accreditation):

1. Michael Brown appears to lack appropriate academic coursework and prepara-
tion to teach GE 104 Critical Thinking and Problem Solving.

2. Christa Leslie appears to lack appropriate academic coursework and prepara-
tion to teach GE 205 Engaging in Communication.

3. Jeff Lilienthal appears to lack appropriate academic coursework and prepara-
tion to teach GE 104 Critical Thinking and Problem Solving.

Technical | Occupational Faculty

o Forty-six full-time faculty.

o The following faculty appear to lack the requisite practical experience to teach
technical courses:

1. Brian Bigelow does not appear to have 3 years of practical experience or related
coursework to qualify to teach GS 120, Financial Principles.

2. Mike Brown does not appear to have 3 years of practical experience or related
coursework to teach GS 120, Financial Principles.

3. Christa Leslie does not appear to have the requisite years of practical experi-
ence to teach Computer Applications.

e The following faculty members who currently have the required educational cre-
dentials, were hired prior to earning the required degree. These degrees were
earned from four remote campuses while these faculty members were teaching in
Nashville. Four of these faculty members are grandfathered, but must show the req-
uisite practical experience and/or equivalent training in the field for, as appropriate,
academic or occupational degree programs. Accordingly, HTI must submit tran-
scripts for the degrees conferred for the following faculty and evidence that they
have the required academic background and experience to meet the Commission’s
faculty credentialing requirements under the current standards or grandfather pro-
visions:

1. Jeff Beck: Hired 6/28/04; earned AS degree in Computer Networking from
HTI—Phoenix 10/04.

2. T. Gail Fite: Hired 4/21/03; earned AS degree in Medical Assisting from HTI—
Phoenix 10/04.

3. Jennifer Hall: Hired 12/8/03; earned AS degree in Medical Assisting from HTI—
Phoenix 1/05.

4. Sherlynn J. Hesson: Hired 9/29/04; earned AS degree in Dental Assisting from
the Bryman School—Phoenix 2005.

5. Phyllis Lame: Hired 7/6/05; earned AS degree in Dental Assisting from the
Bryman School, Phoenix 1/06.
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6. Gary Mason: Hired 4/11/05; earned AAS degree in Surgical Tech from High-
Tech Institute, Nashville 3/06.

7. Rachel Obptande: Hired 3/28/05; earned AS degree in Dental Assisting from
Bryman School, Phoenix 11/05.

8. Rhonda Shinn: Hired 1/21/02; earned AS degree in Medical Assistant from
High-Tech Institute, Phoenix 11/03 and a BS degree in Health Care Management
from HTI—Phoenix 12/05.

9. Mary Elizabeth Watford: Hired 7/22/02; earned AAS degree in Massage Ther-
apy from HTI—Phoenix 12/05.

e According to the Faculty Personnel Reports, the following faculty members have
not earned or do not possess a degree related to the courses they are currently
teaching and there is no showing of outstanding professional experience or contribu-
tions to the occupational field of study. Therefore, the qualifications of these faculty
do not appear to be in compliance with Section III (B)(4) of the Standards of Accred-
itation:

1. Jennifer Campbell: Hired 3/27/06; as listed under responsibilities on her Fac-
ulty Personnel Report that she is responsible for externship and teaching courses
in the Surgical Tech program; earned a certificate in Surgical Tech (5/95), but has
not earned a related degree. In addition, she is not in compliance with qualifications
for supervising externships under Section II (A)(6)(c)(2) of the Standards of Accredi-
tation. The record did not include evidence of an extraordinary contribution to the
professional field.

2. Jennifer Cassel: Hired 8/8/05; as listed under responsibilities on her Faculty
Personnel Report she is responsible for externship and teaching courses in the Sur-
gical Tech program; earned a certificate in Surgical Tech (5/95), but has not earned
a related degree. In addition, she is not in compliance with the Section II (A)(6)(c)(2)
of the Standards of Accreditation and the qualifications for supervising externships.
The record did not include documentation of extraordinary contribution to the pro-
fessional field.

HIGH-TECH INSTITUTE—ST. LOUIS PARK (TOTAL FACULTY = 29)

General Education Faculty

e Seven full-time faculty and one part-time faculty.
e All faculty appear to be in compliance with Section III (B)(5) of the Standards
of Accreditation for teaching general education courses.

Technical | Occupational Faculty

e Twenty full-time faculty; one part-time faculty.

eAccording to the Faculty Personnel Reports, the following faculty member has
not earned or does not possess a degree related to the courses currently being
taught and there is no showing of outstanding professional experience and contribu-
tions to the occupational field of study. Therefore, the qualifications of this faculty
member does not appear to be in compliance with Section III (B)(4) of the Standards
of Accreditation.

1. Rob Olson: Hired 1/9/06; earned a BS degree in Education (8/90) and a certifi-
cate in Massage Therapy (4/02), but has not earned a related degree at the same
level of the courses he is teaching.

HIGH-TECH INSTITUTE—SACRAMENTO (TOTAL FACULTY = 2)

e Computer Networking & Security program is being discontinued at the end of
November 2006.

General Education Faculty

e One full-time faculty.

e Stephanie Sandahl appears to lack appropriate academic coursework and prepa-
ration to teach GE 250 Engaging in Communication and therefore, is not in compli-
ance with Section III (B)(5) of the Standards of Accreditation.

Technical | Occupational Faculty

e One full-time faculty.

e Jarnail Hayer appears to have 3 years and 6 months of teaching, but less than
two (2) years of practical work experience in computer networking and therefore, is
not in compliance with Section III (B)(4) of the Standards of Accreditation.
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FACULTY QUALIFICATION ISSUES—RESPONSE REQUIREMENTS

Based on the foregoing, the Commission requires each school listed on pages 1-
2 of this letter to submit the following documentation that shows the background
and qualifications of faculty teaching in each program in the following format:

a. Each school must supply the Commission with a narrative explanation regard-
ing the findings contained in this letter as well as an overall description of the
sch(()iol’s current state of compliance with ACCSCT faculty qualification standards as
cited.

b. Each school must complete the enclosed Faculty Qualification Evaluation Ma-
trix for all general education, applied general education, and technical/occupation-
ally related course faculty as well as an ACCSCT Faculty Personnel Report for each
faculty member. A detailed explanation of faculty qualifications can be appended to
the Faculty Personnel Report for any faculty member whose background/qualifica-
tions are not readily apparent from the information required by that form. An elec-
tronic version of the Faculty Qualification Evaluation Matrix can be obtained via
email by contacting Leah Matthews at Imatthews@accsct.org.

c. Each school must also include a course outline for each program listing each
individual course and course description and the faculty assigned to teach that
course.

d. Each school must submit comprehensive policies, procedures and hiring criteria
for all faculty positions and submit evidence of implementation.

The school’s response must demonstrate that appropriate changes have been
made in teaching assignments so that all faculty meet accreditation standards gov-
erning qualifications, experience, and preparation. Grandfather provisions and the
professional contribution exception set forth in Section III(B)(4) are to be used judi-
ciously and must be supported with documentation.

GENERAL EDUCATION ISSUES

HTI must demonstrate that the general education courses offered by HTI schools
meet ACCSCT accreditation requirements under Section II (B) of the Standards of
Accreditation. A careful review of courses listed as general education and offered at
the HTI schools indicates that not all courses may qualify as college-level courses;
or meet the Commission’s requirements/definition for general education courses
under Section II (B)(1)(g) of the Standards of Accreditation. Degree programs may
not inc{iude an appropriate mix of general education and technical course work as
required.

A. General Education Classifications

Several courses listed by HTI as within its general education framework do not
appear to meet the Commission’s definition of general education and appear to be
more in line with the Commission’s definition of technical or occupationally related
courses when reviewed within the context of the schools’ degree programs (Section
II (B)(1)(g—i) of the Standards of Accreditation). The Commission found that the fol-
lowing courses should be removed by HTI from the general education classification
within its degree programs and not counted toward the required credit hours to sat-
isfy the general education requirement. The Commission determined that these
courses are directly related to the occupational objectives of the degree programs
and thus do not meet the Commission’s definition of general education 4:

e GS 120 Financial Principles

e GS 202 Risk Management

e GS 206 Computer Application

e GE 406 Business Consumers

e GE 406 Principles of Business

e GE 402 Principles of Management

e GE 401 Environmental Design Trends
e GE 320 Advanced Financial Principles

B. General Education Course Content

The Commission determined that there are several courses listed in the general
education curriculum that need further review to determine if they meet the Com-
mission’s requirements (Section II (B)(1)(b & g-i), Standards of Accreditation). Sev-
eral of the HTI general education course descriptions are vague as to the primary
content of the course and do not clearly show that the courses are appropriately cat-

4 HTT’s continued classification of these courses as General Education may impact the deter-
mination of faculty qualification issues raised above.
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egorized as general education or that the courses include content expected at the
college level. Therefore, additional information is necessary to include the syllabi,
course content, specific learning objectives, and textbooks to determine if the courses
in question meet accepted requirements for college-level work.

e When reviewing the general education offerings at HTI, it was necessary to dif-
ferentiate between courses that were general education and those courses that were
better categorized as applied general education, and technical/occupational courses.
To accomplish this task, course descriptions were analyzed and matched to the ap-
propriate standards—Sections II B (1)(b) & (g—i), Standards of Accreditation.

e When reviewing the general education course offerings at HTI, the Commission
found that many courses have different course numbers, but identical course de-
scriptions. Although not specifically required by accrediting standards, an HTI sys-
tem-wide common course numbering system would enhance the organizational
structure of the general education curriculum and could facilitate student transfer
from one campus to another.

e GE 101 English offered at HTI—Phoenix and GE 131 English offered at HTT—
St. Louis Park have identical course descriptions. As outlined in the course descrip-
tion, however, the course content deals with grammar and mechanical accuracy and
therefore, appears to be more of a remedial course rather than a general education
course, A further analysis of syllabi, course content, specific learning objectives and
a listing of the course textbook(s) needs to be conducted prior to accepting GE 101
English and GE 131 English as college-level general education courses.

e GE 104 Critical Thinking and Problem Solving is offered at HTT—Marietta and
HTI—Kansas City, GE 114 Critical Thinking and Problem Solving is offered at
HTI—Phoenix and HTI—St. Louis Park, and GE 206 Critical Thinking and Problem
Solving is offered at HTI—Sacramento. All of the courses have the same course de-
scription. As outlined in the course description, the course appears to deal with
making decisions based on interpretation of human communication. Since the course
level and content is vague, a further analysis of the course syllabi, course content,
specific learning objectives, and a listing of the course textbook(s) is necessary prior
to accepting GE 104, GE 114, and GE 206 Critical Thinking and Problem Solving
as college-level general education courses.

e GE 205 Engaging in Communication offered at HTI—Phoenix, HTI—Kansas
City, and HTI—Nashville; GE 225 Engaging in Communication offered at HTI—
Phoenix; and GE 250 Engaging in Communication offered at HTI—Sacramento all
have the same course description. From the course descriptions and Faculty Per-
sonnel Reports, it appears that HTI—Phoenix offers the course under two different
numbers. As outlined in the course description, the course content appears to deal
more with basic spoken communication skills. A further analysis of course syllabi,
course content, specific learning, objectives, and a listing of the course textbook(s)
needs to be conducted to determine the specific course content and prior to accepting
GE 205, GE 225 and GE 250 Engaging in Communication as a college-level general
education course.

o GE 209 College Math and GE 209 and 229 Quantitative Literacy have the same
course description. This course offered at HTI—Phoenix, HTI—Marietta and HTI—
St. Louis Park does not appear to meet the universally accepted requirements for
a college-level general education course. As outlined in the course description, the
course content appears to deal with a survey of different mathematical tools and
areas of study. A further analysis of syllabi, course content, specific learning objec-
tives, and a listing of the course textbook(s) needs to be conducted prior to accepting
GE 209 College Math as a college-level general education course.

e GE 210, GE 221 and GE 270 Dimensions of Human Relations have the same
course description. This course, though it has been listed within the Social and Be-
havioral Sciences area of study for the purposes of this review, warrants further re-
view of the syllabi, course content, specific learning objectives, and course text-
book(s) to determine if the course should more appropriately be categorized as Tech-
nical/Occupational.

C. General Education Scope

The review of the general education curriculum indicates that none of the HTI
schools are in compliance with accrediting standards that require that academic de-
gree programs include general education courses in written and oral communication
and quantitative principles with the remainder of general education courses pro-
viding an appropriate balance of physical and natural science, social and behavioral
sciences, and humanities and fine arts (Section II (B)(2)(d)(1) & II (B)(3)(a), Stand-
ards of Accreditation).

As shown in the General Education Curriculum Matrix below, the majority of gen-
eral education courses offered at each institution fall into two categories, written
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and oral communication and social and behavioral sciences. Only three institutions
offer general education courses in quantitative principles: Phoenix (GE 209 College
Math); Marietta (GE 209 Quantitative Literacy); St. Louis Park (GE 229 Quan-
titative Literacy). Only one institution offers a general education course in physical
and natural sciences: Phoenix (GE 303 Human Biology). None of the institutions
offer general education courses in the Humanities and Fine Arts. Only two institu-
tions offer a general education course in ethics, HTI—Marietta (GE 102 Ethics) and
HTI—St. Louis Park (GE 122 Ethics).

HTI—GENERAL EDUCATION CURRICULUM MATRIX GENERAL EDUCATION COURSES
OFFERED BY AREA OF STUDY

This matrix aligns the general education coursework with each campus. Based
upon the material submitted by the schools, it does not appear that general edu-
cation curricula is offered in a consistent fashion or that the scope meets the Com-
missions requirements under Sections II (B)(2)(d)(I) & II (B)(3)(a) of the Standards
of Accreditation.

Phoenix Sacramento St. Louis Nashville Marietta Kansas

Written & Oral Communication:
101 English X
104 Critical Thinking X X X X
105 Public Speaking X | e
114 Critical Thinking X 260* X
131 English X
205 Engage in Communication ...... ) QT 250% | e X | e X
225 Engage in Communication ...... X

Quantitative Principles:
209 College Math X
209 Quantitative Literacy X |
229 Quantitative Literacy X | s | e X

Physical & Natural Science:
303 Human Biology X

Social & Behavioral Science:
122 Ethics
203 General Psychology X 240*
210 Dimension of Hum Relations ... | ..o 270*
215 Intro to Sociology X
221 Dimension of Hum Relations ... | x
223 Gen Psychology X X

X
X

230 Intro to Sociology
301 Life Span of Hum Dev

Humainties & Fine Arts:
None.

*Offered at another HTI campus with a different number.

General Education Issues—Response Requirements

Based on the foregoing, the Commission requires each school listed on pages 1-
2 one of this letter to submit the following documentation as applicable:

a. Each school must supply the Commission with a narrative explanation regard-
ing the findings contained in this letter as well as an overall description of the
school’s current state of compliance with ACCSCT degree content and general edu-
cation standards as cited.

b. A course outline for each degree program offered that highlights the courses
classified as general education;

c. A detailed course description and the syllabus and textbook(s) used for each
general education course;

d. A detailed explanation from the school as to why:

1. The school believes each course is appropriate to be classified as general edu-
cation under the Commission’s definitions and given the overall objectives of the de-
gree program of which it is a part;

2. Why the school believes the collection of general education courses required for
each degree program meets the requirements of Sections II (B)(2)(d)(1) and II
(B)(3)(c) of the Standards of Accreditation as applicable; and
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3. Why the school believes each general education course represents instruction
appropriate to the level and type of degree awarded (Section II (B)(I)(b), Standards
of Accreditation).

INTEGRITY OF DEGREES AWARDED ISSUES

In reviewing the credentials of faculty members, the Commission noted that a
number of HTI faculty members have earned their degrees at HTI campuses, many
of them through the on-line division—Anthem College. In its review of the faculty
credential audit submitted by HTI, it appears that 37 faculty earned their degrees
from HTI (see the Faculty Credentials Matrix below). The Commission found this
number to be unusually high and thus looked more closely at the manner in which
these degrees were conferred. In its review, the Commission found several question-
able practices which have highlighted concerns relative to HTT's overall compliance
with Section II (B) of the Standards of Accreditation specifically regarding (a) the
manner in which HTI awards credits and degrees and (b) the overall integrity of
the degrees awarded. Moreover, the Commission questions whether HTI used its on-
line division to award degrees to faculty simply to meet ACCSCT faculty
credentialing requirements. In its review, the Commission noted that the amount
of time required for its faculty members to complete their degrees was so short that
serious questions arise as to the integrity and rigor of the programs. The Commis-
sion has included several specific examples of its concerns below:

Example #1—Janet Prettyman

Janet Prettyman is the Massage Therapy Program Manager/Instructor/Externship
Supervisor for the associate degree and diploma programs at The Bryman School
in Tempe, AZ. Ms. Prettyman’s transcript indicates the following:

o Ms. Prettyman earned her AAS degree in less than 5 months from HTI—Nash-
ville.

e 44 credit hours—Eleven 4-credit hour courses—presumably were transferred
into the program, for which she received a grade of “E.”

e The remaining seven courses were completed between the dates of February 6,
2006 and July 21, 2006, according to the following schedule:

e From February 6, 2006 through March 7, 2006, Ms. Prettyman completed
Critical Thinking and Problem Solving (4.7 credit hours);

e From March 13, 2006 through April 12, 2006, Ms. Prettyman completed En-
gaging in Communication (4.7 credit hours);

e From April 17 through May 18, 2006, Ms. Prettyman completed General Psy-
chology (4.7 credit hours);

e From May 22, 2006 until June 21, 2006, Ms. Prettyman completed Dimen-
stons of Human Relations (4.7 credit hours); Financial Principles (4.3 credit
hours); Risk Management (4.3 credit hours); and Computer Applications (3.5
credit hours).

Based upon the school’s information, it is unclear from where the 44 credit hours
were transferred and what the “E” grade means. In addition, Ms. Prettyman would
have had to complete four courses, totaling 16.8 credit hours during a period of ap-
proximately 5 weeks, presumably while working full-time at the Bryman School in
Tempe, AZ. (According to Ms. Prettyman’s Faculty Personnel Report she was ini-
tially hired at the school as a full-time employee on September 4, 2001.) Therefore,
it appears that Ms. Prettyman would have been a full-time employee in Tempe, AZ
during the time when she was completing her degree at High-Tech, Nashville. It is
unclear how Ms. Prettyman could have completed her degree at the High-Tech,
Nashville campus while working full-time at The Bryman School in Tempe, AZ. The
High-Tech, Nashville campus does not have a distance education program.

In addition, the Commission found the school’s practice of awarding 3.5 to 4.7
credits per class to be unusual, particularly given the short periods of time in which
those credits appear to have been earned/awarded by HTI. This practice does not
appear to be aligned with general practices in higher education for the award of de-
grees and the Commission is unsure if it is even feasible to earn the number of cred-
its awarded to Ms. Prettyman in just 5 weeks.

Example #2—Erin Mariano (Openshaw)

Erin Mariano is a faculty member at The Bryman School in Tempe, AZ. In re-
sponse to a concern cited by an on-site evaluation team regarding Ms. Mariano’s
qualifications and the award of an associate degree from HTI through its on-line di-
vision, the school indicated that Ms. Mariano earned her associate’s degree from
HTI’s on-line division in May 2006 and that the granting of her associate’s degree
was based on credits earned at another institution, previous work experience, a
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passing score on an examination, and credits she earned at High-Tech Institute’s
on-line division. A review of this information, however, shows the following:

e Ms. Mariano’s (Openshaw) transcript from Occupational Training Center in
Phoenix, AZ indicates she was enrolled from November 20, 1996 to May 7, 1996,

e Ms. Mariano’s (Openshaw) transcript from Mesa Community College shows that
she failed 4 courses, received a “D” grade in 4 courses, withdrew from 11 courses,
and received a grade of “C” or higher in only 9 courses;

e The school submitted no evidence of prior work experience or how that was
evaluated for the award of academic credit; and

e The school submitted no evidence of coursework completed at HTT’s on-line divi-
sion or a transcript of courses taken or transferred in for the award of Ms.
Mariano’s degree.

The response did not satisfactorily explain the basis for the award of a degree to
Ms. Mariano in the context of the on-site evaluation team’s original concern. The
response did not explain the acceptance of Ms. Mariano’s work experience for credit
at HTI—particularly in light of the fact that the Commission does not allow for
prior work experience to be awarded for academic credit. Moreover, the Commission
could not understand why the credits she earned at Mesa Community College—
where she performed poorly—were accepted for transfer or which HTI required
courses were substituted for those taken at Mesa Community College. Overall, the
Commission could not find that Ms. Mariano earned the degree awarded by HTI.
Example #3—Virginia Berney

Virginia Berney, a medical billing coding instructor at High-Tech, St. Louis Park,
completed an AS degree through the distance education program at High-Tech,
Phoenix in 4 months. Although her faculty personnel report indicates that she
began the program in January 2006, her transcript states that she began the pro-
gram on February 10, 2006 and graduated on May 12, 2006. The program length
given on the transcript is 1,210 clock hours.

The record submitted by HTI shows that Ms. Berney transferred in eight courses
an(} ll"leceived a grade of E for each of the transfer courses. The courses were credited
as follows:

Course Title Credits Hours
Professional Coding Practice 35 70
Healthcare Delivery and Insurance Management 3.5 70
Healthcare Reimbursement and Legal Issues 35 70
Medical Records and Documentation 3.0 70
Medical Office Procedures 3.5 70
Health Information Technology 3.0 70
Medical billing coding 35 70
Externship 35 160

These courses apparently transferred into the technical portion of the program
and fully satisfied the requirements. As noted in the Team Summary Report, it is
not clear how HTI determined that, that the credits from the University of Min-
nesota transferred into the HTI associate degree. The school’s response states that
Ms. Berney was hired to teach due to her more than 20 years of experience in the
field and her active participation in the American Association of Health Care Ad-
ministrative Management (“AAHAM?”). This response does not answer the team’s
question regarding the determination of the transferability of Ms. Berney’s credits
from her 1962 certificate in Laboratory Assisting into the 2006 medical billing cod-
ing AS degree at HTI.

According to the transcript, Ms. Berney completed 8 courses in 13 weeks with a
4.0 cumulative grade point average. These courses were completed as follows:

e From February 6, 2006 until March 3, 2006, Ms Berney took Critical Thinking
and Problem Solving for 4.7 credits (70 hours); General Psychology for 4.7 credits
(70 hours); and Engaging in Communication for 4.7 credits (70 hours).

e Thus, in a period of 5 weeks, Ms Berney completed three courses worth a total
of 14.1 credits (210 hours.)

e From March 13, 2006 until April 7, 2006, Ms. Berney completed Dimensions of
Human Relations for 4.7 credits (70 hours).

e From March 13, 2006 until April 12, 2006, Ms. Berney completed Financial
Principles for 4.3 credits (70 hours).
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e From March 13, 2006 until May 9, 2006, Ms. Berney completed Risk Manage-
ment for 4.3 credits (70 hours).

e From April 17, 2006 until May 11, 2006, Ms. Berney completed Computer Appli-
cations for 3.5 credits (70 hours) and Professional Development for 3.8 credits (70
hours).

e Thus, in a period of 9 weeks, Ms. Berney completed five courses worth a total
of 20.6 credits (350 hours).

As with Ms. Prettyman, the Commission could not see how Ms. Berney, who pre-
sumably was teaching full-time and according to her Faculty Personnel Report, was
working 40 hours each week, could have completed eight courses worth 34.7 credits
(560 hours) in 13 weeks. Moreover, as in the previous two examples, the Commis-
sion could not see how Ms. Berney credibly received credit for previous coursework
or work experience.

Example #4—DMary Hartle

In the July 12, 2006 Team Summary Report (for an on-site evaluation conducted
at HTI—St. Louis Park, MN), the on-site evaluation team cited the inability to
verify that Ms. Hartle was qualified to teach in the AAS degree program when she
was hired to teach at HTI—St. Louis Park. According to the Team Summary Report,
Ms. Hartle’s file indicated that she had completed her associate degree at HTI—
Phoenix from September 2005 to December 2005, but that the on-site evaluation
team could not verify how HTI had determined that Ms. Hartle’s previous edu-
cational experience had transferred into their associate degree.

The school responded to the team’s concern stating that Ms. Hartle was hired as
an assistant and was not given responsibility for teaching classes until she had com-
pleted her degree. The response also provided an explanation as to how the school
evaluated Ms. Hartle’s previous work experience to determine that she met the
standard of “outstanding contribution to the field,” which school managers believed
qualified Ms. Hartle to teach regardless of the fact that she did not have a degree.
The Commission found these explanations to be contradictory. The school made both
claims as described above, but did not explain why, if school administrators believed
Ms. Hartle met the requirements through her outstanding contributions to the field,
she was not permitted to teach until after she had finished the HTI associate degree
program.

Moreover, according to the Faculty Personnel Reports submitted with the May 24,
2006 faculty credential audit, Mary Hartle was initially employed at HTT—St. Louis
Park on June 6, 2005 and she earned her degree from September 2005 through De-
cember 2005 from HTI—Nashville while working full-time at HTI—St. Louis Park.
It is unclear how Ms. Hartle was able to complete this degree at HTI—Nashville
in such a short period of time while working full-time at St. Louis Park. The school’s
response does not include transcripts from Ms. Hartle’s 1999 certificate from North-
ern Lights School of Massage (for which credits were transferred into her AAS de-
gree program), nor does it include a transcript for the Associate of Science from
HTI—Nashville or HTI—Phoenix.

Example #5—Eric Langness

According to the Faculty Personnel Reports submitted with the May 24, 2006 fac-
ulty credential audit, Eric Langness completed a degree at HTI—Nashville, while
working full-time at HTT—St. Louis Park.

According to Eric Langness’s Faculty Personnel Report, Mr. Langness began em-
ployment as a full-time instructor at HTI, St. Louis Park on March 22, 2005. Mr.
Langness completed an Associate Degree in X-Ray Technology at HTI—Nashville
beginning in September in 2004 and graduating in June 2005. It is unclear how Mr.
Langness was able to complete this degree at HTT—Nashville in such a short period
of time and while working full-time at HTI—St, Louis Park.

While the examples listed above provide specific details regarding the Commis-
sion’s findings, the matrix below lists other faculty members who were awarded a
degree credential from HTI, many under what appear to be similar circumstances.

HTI FACULTY CREDENTIAL MATRIX

High-Tech Institute—Phoenix, AZ (ACCSCT School #M001392)

Instructor Program Institut(ij(:}r;rgzvarding Start date End date Credential

Craig Tibbetts .......... CAD/Drafting Technology ... | HTI—Phoenix
Floyd McWilliams ...... CAD/Drafting Technology ... | HTI—Phoenix ...

6/1/1998 9/1/1999 | AOS
6/1/1994 9/1/1995 | AOS
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High-Tech Institute—Phoenix, AZ (ACCSCT School #M001392)—Continued

Institution awarding

Instructor Program degree Start date End date Credential
Don Hunter CAD/Drafting Technology ... | HTI—Phoenix ..... 1/1/1987 3/1/1988 | AOS
Ed Argusta CAD/Drafting Technology ... | HTI—Phoenix ..... 12/1/1995 12/1/1996 | A0S
Steve Pagan Computer Networking & HTI—Phoenix ........cccoveveeee 6/1/2004 12/1/2004 | AS
Security.
Eddy Fox Computer Networking & HTI—Phoenix ..........cccuvuneee 5/1/2005 10/1/2005 | A0S
Security.
Kenneth Dworshak Computer Networking & HTI—Phoenix .......c.ccccuveneee 4/1/1998 7/1/1999 | AOS
Security.
Octavio Martinez Electronics Technology ...... HTI—Phoenix . 8/1/1998 11/1/1999 | A0S
Kevin Scott Graphic Design & Anima- | HTI—Phoenix 4/1/2004 7/1/2005 | AS
tion.
Juanita Andrade Medical Assistant .| HTl—Phoenix . 6/12004 2/1/2005 | AS
Michelle Hughes Medical Billing & Coding .. | HTI—Phoenix . 1/1/2005 8/1/2006 | AA
Sandy McVety Medical Billing & Coding .. | HTI—Phoenix 9/1/2005 5/1/2006 | AS
High-Tech Institute—HKansas City, MO (ACCSCT School #B070636)
Instructor Program Institut(ij(;rérg:varding Start date End date Credential
Tanya S. Galusha ...... Massage Therapy .............. HTI—Nashville .. 2/1/2004 9/1/2004 | AAS
Ella Moore-Ashley ...... Medical Billing & Coding .. | HT—Phoenix . 8/1/2004 1/1/2006 | AS
Candyce Overbay ....... Surgical Technology .......... HTI—Nashville .. 11/1/2004 1/1/2005 | AAS
High-Tech Institute—Marietta, GA (ACCSCT School #B070520)
Instructor Program Institut(ij(;r;rzzvarding Start date End date Credential
Shelia Annette Computer Network & Secu- | HTI—Phoenix ..........cccceueue. 2/1/2005 8/1/2005 | AS
Enderle. rity.
William C. Miller ....... Massage Therapy .............. HTI—Nashville .................. 9/18/2005 | 12/23/2005 | AAS
Paul V. Berry ............. Massage Therapy HTI—Nashville 7/1/2003 4/1/2004 | AAS
Melanie Charvat .. Medical Assisting . | HTI—Phoenix . 1/1/2005 3/1/2005 | AS
Miriam Gresham ....... Medical Billing & Coding .. | HTI—Phoenix . 9/1/2005 1/1/2006 | AS
Cheryl M. Wilson ....... Surgical Technology ..... HTI—Nashville .. 12/1/2004 2/1/2005 | AAS
Lori Alexander-Mabry | Surgical Technology .......... HTI—Nashville 8/1/2005 117172005 | AAS
Renee V. Fouche ....... Surgical Technology .......... HTI—Nashville, Phoenix, 2005 2005 | AS
AZ
High-Tech Institute—Nashville, TN (ACCSCT School #B070322)
Instructor Program Institut(iioer;rg;varding Start date End date Credential
Jeff Beck ..ocoovevciennee Computer Networking ........ HTI—Phoenix .......c.cccocvenee 7/1/2004 10/1/2004 | AS
Phyllis Lame .............. Dental Assistant ................ The Bryman School— 8/1/2005 1/1/2006 | AS
Phoenix.
Rachel Obptande ...... Dental Assistant ................ The Bryman School— 7/1/2005 11/1/2005 | AS
Phoenix.
Mary E. Watford ........ Massage Therapy HTI—Nashville 6/1/2005 12/1/2006 | AAS
T Gail Fite ....... Medical Assistant . HTl—Phoenix . 1/1/2004 10/1/2004 | AS
Rhonda Shinn Medical Assistant . HTI—Phoenix . 11/1/2002 11/1/2003 | AS
Rhonda Shinn (same) | Medical Assistant . HTl—Phoenix . 4/1/2005 4/1/2006 | BS
Gary Mason ............... Surgical Technology . HTI—Nashville .. 9/1/2005 3/1/2006 | AAS
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High-Tech Institute—St. Louis Park, MN (ACCSCT School #B070184)

Instructor Program Instituté%r;rg‘évarding Start date End date Credential
Brian Leff ....cccooouneee. Computer Networking & HTI—St. Louis Park .......... 4/1/2003 10/1/2003 | AS
Security.

9/1/2004 6/1/2005 | AS
9/1/2005 12/1/2005 | AS
6/1/2004 12/1/2004 | AS
5/1/2005 8/1/2005 | AA
1/1/2006 5/1/2006 | AS

Eric Langness

Limited Scope X-Ray ......... HTI—Nashville ....
Mary Hartle ..... Massage Therapy ... . | HTI—Nashville

Thomas Wesley . | Medical Assistant HTI—Phoenix ...
Sara Sell ... . | Medical Assistant .... HTI—Phoenix ...
Virginia Berney Medical Billing & Coding .. | HTI—Phoenix

Integrity of Decrees Awarded Issues—Response Requirements

Based upon the foregoing, the Commission has several questions as to the award
of degrees by HTI to its faculty and in general. Therefore, the Commission directs
the submission of the following information:

. a.lA detailed explanation of the process used to enroll and award degrees to HTT’s
aculty;

b. An explanation regarding the award of credit for “life or work experience” and
why the school believes this 1s an appropriate practice given that the Commission’s
standards do not allow such a practice;

c. An explanation of the school’s transfer of credit policy and why the school be-
lieves this policy is appropriate—particularly with respect to awarding credit for
academic coursework completed many years in the past (e.g., the transfer of credit
for Ms. Berman from her 1962 diploma in Laboratory Assisting in the 2006 AS de-
gree in medical billing coding);

d. A copy of the transcript for every HTI faculty member who received a degree
from HTI with evidence for each one that all admissions requirements were met,
a detailed explanation with evidence for each one regarding all credit transferred
in or applied to the degree, and evidence for each one of completed coursework for
all credit awarded by HTI,

e. A detailed explanation as to how faculty earned degrees from HTI in what ap-
pear in some cases to be an unreasonably short period of time—particularly when
working full-time as a faculty member at HTI (e.g., a copy of Ms. Berman’s work
and class schedules at High-Tech, St. Louis Park during the period beginning Janu-
ary 2006 and ending May 2006);

f. A clock hour to credit hour conversion for every degree program;

g. A detailed explanation as to how HTI awards credit through its online division
ang the credit formula used for the award of all credits through its online division;
an

h. A detailed explanation as to why the school is awarding such credit amounts
as 4.7 credits in as little as 4-5 weeks and how the school determined this to be
appropriate given its credit award formulas.

ANTHEM COLLEGE ISSUES

In its March 10, 2006 letter to HTI, the Commission indicated that it had re-
viewed the Web site for High-Tech Institute and found that the description of An-
them College Online may be misleading with respect to Anthem College, its rela-
tionship to High-Tech Institute, its training and services, and its accredited status
(Section IV (D)(1), Standards of Accreditation). As first stated in the March 10, 2006
letter, the Commission remains concerned that the school’s advertising practices
mislead consumers to believe that Anthem College On-line operates as a separate
institution and has separate accredited status. The basis for the Commission’s con-
cern is the continuing inquiries regarding the accreditation of Anthem College from
various sources who are confused about Anthem College and its affiliation with HTI.
This has led the Commission to conclude that HTI has not taken the steps nec-
essary to (a) ensure its compliance with Section IV (D)(1) of the Standards of Ac-
creditation or (b) to ensure that students are fully informed of the HTI’s accredita-
tion status (i.e., Anthem College is not an accredited entity). Accordingly, the Com-
mission directs HTI to submit the following:

a. An explanation from HTI regarding the steps it has taken to ensure the clear
and accurate depiction of its operations and why the school believes its advertising
complies with accreditation requirements and expectations;

b. Copies of all forms of advertising used by HTI for the promotion of its distance
education programs and Anthem College.
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If HTI does not show that necessary corrective action has been taken on this
issue, after having had numerous warnings from ACCSCT, this may become a
ground for an adverse action, to include the revocation of the school’s distance edu-
cation approval or revocation of HTI—Phoenix’s accreditation.

INDIVIDUAL SCHOOL ACTIONS

As stated in the opening paragraph of this letter, the Commission also reviewed
several HTI schools independent of the faculty audit. The Commission took addi-
tional actions, in addition to the system-wide Probation Order and the grounds list-
ed above, for the following schools (details for each school follow on the chart):

School City St School # Reason for review Noveamct;?JHZOOE

High-Tech Institute ... | Phoenix .............. AZ ... M001392 ... | Faculty Audit/Stipulation | Systemwide Probation;
Review/Substantive Defer Final Action on
Change Evaluations Stipulation Review,
(Distance Education Application for a
Application and Branch—~Part | and
Branch Campus Appli- Distance Education
cation Part I. report.

High-Tech Institute ... | St. Louis Park ... [ MN ....... B070184 ..... Faculty Audit/Deferral of | Systemwide Probation
Probation from August (Continued Probation).
2006 meeting/Applica-
tion for Renewal of
Accreditation/Sub-
stantive Change Eval-
uations (Degree and
Unrelated New Non-

Degree Programs).

High-Tech Institute ... | Marietta ............ GA ... B070520 ..... Faculty Audit/Application | Systemwide Probation;
for Renewal of Ac- Defer Final Action on
creditation/Sub- Application for Re-
stantive Change Eval- newal of Accredita-
uations (Degree and tion; Degree Program,
Unrelated New Non- Unrelated New Pro-
Degree Programs/Out- gram; Outcomes Re-
comes and Faculty port; and Faculty Re-
Retention Report/ tention Report.
Anonymous Com-
plaint).

High-Tech Institute ... | Orlando ............. FL ... B070257 ..... Outcomes Report/2005 Systemwide Probation,
Annual Report Out- Outcomes Reporting.
comes Data.

High-Tech Institute ... | Las Vegas ......... NV ... B070605 ..... 2005 Annual Report ....... Systemwide Probation,

Outcomes Reporting.

High-Tech Institute ... | Kansas City ....... MO ... B070636 ..... Faculty Audit/Substantive | Systemwide Probation,
Change Evaluation Defer Final Action on
(Degree Program). Substantive Change

Applications.

High-Tech Institute ... | Sacramento ....... CA ... B067810 ..... Faculty Audit/Outcomes Systemwide Probation,
Report/Program Advi- Remove from Report-
sory Committee Report. ing.

High-Tech Institute ... | Nashville ........... ™ ... B070322 ..... Faculty Audit/2005 An- Systemwide Probation,
nual Report. Accept Report.

The Bryman School ... | Phoenix .............. AZ ... M059048 ... | Unresolved Complaint/ Systemwide Probation;
2005 Annual Report Close Complaints;
Outcomes Data. Externship Reporting;

Outcomes Reporting.

The Bryman School ... | Tempe .....c......... AZ ... B070784 ..... Application for Renewal | Systemwide Probation,
of Accreditation/Stipu- Defer Final Action on
lation (November 2005 the Application for
meeting). Renewal of Accredita-

tion.
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School City St School # Reason for review Noveggsgnmﬂﬁ

Cambridge College ... | Bellevue ........... WA .. B070781 ..... Faculty Audit/Application | Systemwide Probation;
for Renewal of Ac- Defer Final Action on
creditation—Stipula- the Application for
tion Review/Sub- Renewal of Accredita-
stantive Change Eval- tion, Stipulation Re-
uations (Branch Cam- view, Substantive
pus Application Part Il Change Applications.
and Unrelated New
Programs).

Cambridge College ... | Aurora .............. co ... B069310 ..... Substantive Change Systemwide Probation,
Evaluation (Degree Defer Final Action on
Program). Substantive Change

Application.

HIGH TECH INSTITUTE—PHOENIX, AZ (ACCSCT SCHOOL #M001392)

At its November 2006 meeting, the Commission considered the Application for a
Branch Part I, Distance Education Report, and the October 10, 2006 stipulation re-
sponse submitted by HTI located in Phoenix, AZ.5 Upon review of the information,
the Commission moved to defer action on the Application for a Branch-Part I and
the Distance Education Report until February 2007 pending satisfaction of the Sep-
tember 14, 2005 stipulations and resolution of the system-wide Probation Order.

Upon review of HTI—Phoenix’s response to the stipulations, the Commission de-
termined that the school did not demonstrate that the city of Phoenix Scholarship
was administered according to the guidelines set forth in the partnership agreement
between HTI—Phoenix and the city of Phoenix (Section VIII (D)(2), Standards of Ac-
creditation). Specifically, Ordinance #S18376 which is included in the school’s re-
sponse, defines the timeframe of the scholarship as a 10-year period beginning in
March 1989, and limits the instruction provided by the scholarship to 900 hours of
free electronics and drafting instruction. However, the list of scholarship recipients
included in the response is dated 2004, and the advertisement for the scholarship
is targeted at Medical Assisting students. Therefore, HTI—Phoenix must dem-
onstrate that it has administered the scholarship according to the agreement be-
tween the school and the city of Phoenix. HTI—Phoenix must submit either an
amended agreement between HTI—Phoenix and the city of Phoenix which indicates
that the timeframe for the scholarship has been extended and that the definition
of instruction has been expanded to include Medical Assisting instruction or docu-
mentation to demonstrate that the school has stopped awarding this scholarship.

High Tech Institute—St. Louis Park, MN (ACCSCT School #B070184)

At its November 2006 meeting, the Commission considered its previous decision
to continue HTI located in St. Louis Park, MN on Probation and the Application
for Renewal of Accreditation. The Commission reviewed the following:

e Upon review of the September 8, 2006 Continued Probation Order and the
school’s response in conjunction with its previous actions,® the Commission deter-
mined that the school has still not fully demonstrated compliance with accreditation
standards and successful student achievement.

e Upon review of the July 12, 2006 Team Summary Report and the school’s re-
sponse to that report, the Commission determined that HTI—St. Louis Park did not
fully demonstrate compliance with accreditation standards relative to Student Out-
comes, Program Advisory Committees, and Student Satisfaction.

Therefore, the Commission voted to continue the Probation Order with another
good cause extension pending demonstration that the school has met the Standards

5At its August 2005 meeting, the Commission considered the Application for a Branch—Part
1 and the Outcomes Report for the Computer Electronics program submitted by HTI—St. Louis
Park. Upon review of the April 21, 2005 on-site evaluation report, the school’s May 10, 2005
response to the report, and the June 29, 2005 Outcomes Report, the Commission moved to ac-
cept the reports with four stipulations, including this stipulation that the school provide addi-
tional information about the city of Phoenix Scholarship.

6 At its August 2005 meeting, the Commission voted to place HTI—St. Louis Park on proba-
tion. At its January 2006 meeting, the Commission voted to continue the school on Probation.
At its August 2006 meeting, the Commission voted to continue the school on probation with a
good cause extension.
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of Accreditation with respect to Student Outcomes, Program Advisory Committees,
and Student Satisfaction. This decision is in keeping with the Commission’s max-
imum timeframe requirements (Process and Procedure, Commission Actions, Stand-
ards of Accreditation).” The history of and reasons for the Commission’s decision,
in addition, to those already cited in this letter, are set forth below.

History

The Commission’s review of HTI—St. Louis Park began at its February 2005
meeting. At that meeting, the Commission ordered HTI—St. Louis Park to show
cause as to why its accreditation should not be revoked due to a pattern of non-
compliance with ACCSCT student achievement standards. At its August 2005 meet-
ing, the Commission determined that HTI—St. Louis Park had not demonstrated
compliance in regard to student achievement and voted to place the school on Proba-
tion. At its February 2006 meeting, the Commission determined that HTI—St. Louis
Park had not yet demonstrated compliance with the Standards of Accreditation in
relation to student achievement and faculty qualifications and voted to continue the
school on Probation until August 2006. At its August 2006 meeting, the Commission
determined that the school had not fully resolved the concerns relative to student
achievement; however, the Commission gave the school a good cause extension to
its maximum timeframe to achieve compliance with accrediting standards.

November 2006 Review and Action

1. HTI—St. Louis Park must demonstrate successful student achievement as re-
quired by Section VII (C) of the Standards of Accreditation. Upon review of the
school’s response to the July 12, 2006 Team Summary Report, the Commission
noted that the school, while demonstrating progress, still did not demonstrate rates
of student achievement for all programs in compliance with the Standards of Ac-
creditation as shown in the table below:

ACCSCT ACCSCT

Length in | giouation | _requied empoment required
Program mognths 8 rate graduation pra{e employment

rate rate
[In percent] [In percent] [In percent] [In percent]
Medical Assisting Degree 14 46 49 78 70
Surgical Technologist Degree ... 19 46 38 71 70
Limited Scope X-ray Technologist Degree . 15 39 49 82 70
Massage Therapy DEEIee ........ccoovevveeeeeeresrrnsinns 17 44 49 100 100
Note 1: Rates in bold print represent those below the C ission’s mini requi S,

Note 2: The graduation and employment rates in the Surgical Technologist AAS degree have come into compliance, and the rates in the
Medical Assisting AAS, Limited Scope X-Ray Technician AAS, and Massage Therapy AAS have improved, but do not yet meet the standard.
HTI—St. Louis Park's October 10, 2006 response to the September 8, 2006 Continued Probation Order contained the same Graduation and
Employment data that had been previously submitted to the Commission.

While the Commission recognizes the school’s improvement in graduation rates,
the Commission has determined that continued Probation and on-going monitoring
of the school as it moves toward compliance with accrediting standards is the appro-
priate course of action. Due to the school’s prolonged history of reporting, the Com-
mission will continue the Probation Order until such time as the rates are fully in
compliance with accrediting standards. If the school does not achieve compliance,
the Commission may take an adverse action against HTI—St. Louis Park.

Accordingly, HTI—St. Louis Park must submit the following:

a. Graduation and Employment Charts for the Medical Assistant degree, Limited
Scope X-Ray Technician degree, and Massage Therapy degree programs, prepared
in accordance with the enclosed instructions. The school is directed to use a June
2007 Report Date when preparing the Graduation and Employment Charts. Please
use the Graduation and Employment Chart found on the Commission’s Web site at
www.accsct.org.

b. All necessary supporting documentation for each Graduation and Employment
Chart organized according to the corresponding cohort start date reported on the
chart (line #1).

7In accordance with ACCSCT policies and standards, the Commission can extend the period
of Probation where, as here, there is reason to believe that the institution has made progress
toward full compliance with accreditation requirements.
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c. Supporting documentation for graduation rates which must include at a min-
imum, the name of each student enrolled and a corresponding program completion
transcript for each student classified as a graduate.

d. Supporting documentation for employment rates, which at a minimum, must
include the name of the graduate, telephone number of the graduate, name of em-
ployer, contact person at the place of employment, employer telephone number, and
information (e.g., job title, job brief description) that demonstrates that the employ-
ment is training related.

e. HTI—St. Louis Park must support with appropriate and verifiable documenta-
tion any student classified as “Unavailable for Graduation” (line #6), “Graduates—
Further Education” (line #11), “Graduates—Unavailable for Employment” (line #12)
or “Non-Graduated Students Who Obtained Training Related Employment” (line
#19).

If any reported graduation or employment rate falls more than one standard devi-
ation below the mean for comparable programs, the school may attempt to take into
account economic conditions, location, student population served, length of program,
State requirements, and other external factors reasonably related to student
achievement. A detailed explanation as to how these factors impact the institution’s
graduation and employment rates must be included (see Section VII (C), Standards
of Accreditation).

2. HTI—St. Louis Park must demonstrate that its Program Advisory Committees
(“PACs”) have reviewed and commented on, at least annually, the objectives of each
program, the adequacy of facilities and equipment and on student graduation and
graduate employment rates as required by Section II (A)(4)(a & c) of the Standards
of Accreditation. Upon review of the HTI—St. Louis Park’s response to the July 12,
2006 Team Summary Report, the Commission determined that although the school
submitted additional information regarding its PAC meetings, the school’s response
also indicated that future PAC meeting minutes will include the results of surveys
completed by PAC members to ensure documentation of the review and comments
of the members. Given the school’s history of noncompliance with this requirement
and the importance of the role that PACs play in a school’s operations—particularly
with respect to aiding in successful student achievement—the Commission deter-
mined that additional monitoring is required. Therefore, the Commission directs
HTI—St. Louis Park to conduct at least one set of PAC meetings (one for each pro-
gram area) prior to the date that the school’s response to this letter is due and to
show a nexus between these meetings and the PAC review and comments from pre-
vious meetings and to explain how the school has used its PACs in an effective way
aimed toward institutional improvement and student achievement.

3. In the July 12, 2006 Team Summary Report, the team expressed concerns in
the following areas based on information received from the student surveys 8:

a. Does the school accurately provide all necessary facts and details about the
school in the admissions process? (Section IV, Statement of Purpose, Standards of
Accreditation);

b. Is the library readily accessible during and beyond classroom hours? (Section
II (A)(5) Standards of Accreditation);

c. Are instructional materials sufficient, comprehensive, and reflect current occu-
pational(;{nowledge and practice? (Section IT (A)(3) (a & d), Standards of Accredita-
tion); an

d. Is the training equipment sufficiently up-to-date and kept in good repair? (Sec-
tion VI, Statement of Purpose, Standards of Accreditation).

The Commission reviewed the school’s responses to these questions, and recog-
nizes that the school has taken the survey results into consideration and appears
to have begun to use the student survey results to enhance Institutional Assessment
and Improvement planning. However, the Commission determined that continued
monitoring of implementation of improvement strategies is appropriate, given the
on-site evaluation team’s findings. Therefore, the school must provide documenta-
tion of a new survey given to both students and faculty to show the current levels
of satisfaction by students and faculty with respect to, minimally, the questions list-
ed above. (The Commission, however, does believe that a survey that includes a
broader array of questions beyond those listed above may provide better and more
complete information with respect to the quality of the school’s operations).

8The school correctly pointed to a miscalculation on the part of the team in figuring out the
percentages of negative responses to these questions on the surveys. The Commission acknowl-
edges the errors on the part of the team; however, these errors notwithstanding, the Commis-
sion still found sufficient cause to require additional follow-up and monitoring in the areas cited
by the on-site evaluation team.
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High-Tech Institute—Marietta, GA (ACCSCT School #B070520)

At its November 2006 meeting, the Commission considered the Application for a
Degree Program for the Pharmacy Technician (AS) program, New Program Report—
Unrelated New Program for the Pharmacy Technician (diploma) program, Outcomes
Report, and Faculty Retention Report submitted by HTI located in Marietta, GA.°
Upon review of the August 21, 2006 Team Summary Report, the school’s October
5, 2006 response and the December 5, 2006 Outcomes and Faculty Retention Re-
ports, the Commission voted to defer final action on the above referenced sub-
stantive change reports. The reasons for the Commissions decision, in addition to
those previously set forth in this letter, follows:

1. HTI—Marietta must demonstrate successful student achievement as required
by Section VII (C) of the Standards of Accreditation. The Commission determined
that additional monitoring of student achievement is warranted because the school
continues to report low graduation rates in the 16-month Medical Assisting Degree
program, the 21-Month Surgical Technologist Degree Program and the 19- month
Massage Therapy Program. The following chart records the graduation rates re-
ported by HTI—Marietta to the Commission:

W Acc_scg
. . require
Program Lﬁ;]ogr}thh;n gra?:titlon graduation
rate
[In percent] [In percent]
Medical Assistant Degree 16 47 49
Surgical Technologist Degree 21 34 43
Massage Therapy Degree 19 36 43

Note: Rates in bold print represent those below the C 's i qui ts.

Based upon this information and the low rates of graduation reported by HTI—
Marietta, the Commission directs the school to submit an Outcomes Report for the
Medical Assisting degree, Surgical Technologist degree, and Massage Therapy de-
gree programs as follows:

a. A Graduation and Employment Chart for Medical Assistant degree, Surgical
Technologist degree, and Massage Therapy degree programs, prepared in accordance
with the enclosed instructions. The school is directed to use a June 2007 Report
Date when preparing the Graduation and Employment Charts. Please use the
Graduation and Employment Chart found on the Commission’s Web site at
wwuw.accsct.org.

b. All necessary supporting documentation for each Graduation and Employment
Chart organized according to the corresponding cohort start date reported on the
chart (line #1).

c. Supporting documentation for graduation rates which must include minimally
the name of each student enrolled and a corresponding program completion tran-
script for each student classified as a graduate.

d. HTI—Marietta must support with appropriate and verifiable documentation
any student classified as “Unavailable for Graduation” (line #6).

If any reported graduation or employment rates fall more than one standard devi-
ation below the mean for comparable programs, the school may attempt to take into
account economic conditions, location, student population served, length of program,
state requirements, and other external factors reasonably related to student
achievement. A detailed explanation as to how these factors impact the institution’s
graduation and employment rates must be included (see Section VII (C), Standards
of Accreditation).

2. HTT—Marietta must demonstrate that students are not reported as graduates
prior to completing any required externship (Section II (A)(6)(f), Standards of Ac-
creditation). The Commission reviewed the school’s response to the on-site evalua-
tion team’s concern in this regard and noted that the Pharmacy Technician
Externship Report includes reported graduation dates for three students that were
prior to the completion date of their externships. The school’s response indicates
that these incorrect dates represent projected dates which are not updated when a

9The Outcomes Report and the Faculty Retention Report were required when the Commission
voted at the February 2006 meeting to vacate the Show Cause Order and to place the school
on Outcomes Reporting and Faculty Retention Reporting.
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student graduates. The Commission determined that this process does not allow for
an accurate accounting of a student’s completion of all program requirements.
Therefore, the Commission requires HTI—Marietta to change its procedure for re-
porting graduation dates so that students are not able to graduate prior to comple-
tion of their externships.

3. HTI—Marietta must demonstrate compliance with Section II (A)(4) of the
Standards of Accreditation and that its PACs are comprised of a majority of employ-
ers as required. Upon review of the school’s PAC meeting minutes submitted with
the school’s response to the August 16, 2006 Team Summary Report, the Commis-
sion did not find that the PAC minutes show in all instances a committee member-
ship comprised of a majority (more than 50 percent) of employers representing the
major occupation or occupations for which training is provided. Therefore, HTI—
Marietta must submit the membership for each of its PACs and provide a detailed
explanation as to how the school is in compliance with Section II (A)(4) of the Stand-
ards of Accreditation and the PAC membership requirements.

High-Tech Institute—Orlando, FL (ACCSCT School# R070257)

At its November 2006 meeting, the Commission considered the March 7, 2006
Outcomes Report, the 2005 Annual Report, and the additional information to sup-
plement the 2005 Annual Report dated March 15, 2006 submitted by HTI located
in Orlando, FL.1% Upon review of the information, the Commission voted to continue
fI’-I’lll‘I—Orlando on Outcomes Reporting. The reasons for the Commission’s decision
ollows.

The chart below includes the HTI—Orlando rates of graduation and employment
as reported to the Commission:

Leneth HTI ACCSCg HTI ACC_STd
eng : require require
Program in gracriautaetlon graduation Emp:g;nent employment
months | 1y percent] rate [In percent] rate

P [In percent] p [In percent]
Surgical Technician 13 57 49 33 70
Medical Massage Therapy 18 47 43 40 70
Massage Therapy 11 94 59 56 70

Note: Rates in bold print represent those below the Cc 's i qui S.

Based on this information and the low rates of graduation and employment re-
%)orted by HTI—Orlando, the Commission directs HTI—Orlando to submit the fol-
owing:

a. A Graduation and Employment Chart for the Surgical Technician Diploma,
Medical Massage Therapy, and Massage Therapy programs, prepared in accordance
with the enclosed instructions. The school is directed to use a June 2007 Report
Date when preparing the Graduation and Employment Charts. Please use the
Graduation and Employment Chart found on the Commission’s Web site at
wwuw.accsct.org.

b. All necessary supporting documentation for each Graduation and Employment
Chart organized according to the corresponding cohort start date reported on the
chart (line #1).

c. Supporting documentation for employment rates must include minimally, the
name of the graduate, telephone number of the graduate, name of employer, contact
person at the place of employment, employer telephone number, and information
(e.g., job title, job brief description) that demonstrate that the employment is train-
ing related.

d. HTI—Orlando must support with appropriate and verifiable documentation any
student classified as “Unavailable for Graduation” (line #6), “Graduates—Further
Education” (line #11), “Graduates—Unavailable for Employment” (line #12) or “Non-
Graduated Students Who Obtained Training Related Employment” (line #19).

If any reported graduation or employment rates fall more than one standard devi-
ation below the mean for comparable programs, the school may attempt to take into
account economic conditions, location, student population served, length of program,
State requirements, and other external factors reasonably related to student

10The Outcomes Report was required by the Commission when it voted to place the school
on Outcomes Reporting at its May 2005 meeting. The Annual Report was required of all accred-
ited schools in January 2006 and the supplemental information for the 2005 Annual Report is
required of all schools that report Graduation and Employment rates below the Commission’s
requirements.
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achievement. A detailed explanation as to how these factors impact the institution’s
graduation and employment rates must be included (see Section VII (C), Standards
of Accreditation).

High-Tech Institute—Las Vegas, NV (ACCSCT School #B3070605)

At its November 2006 meeting, the Commission reviewed the 2005 Annual Report
and supplemental information submitted by of HTI located in Las Vegas, Nevada.
Upon review of the information, the Commission voted to place HTI—Las Vegas on
Outcomes Reporting. The reasons for the Commission’s decision follow.

The following chart includes the HTI—Las Vegas rates of graduation as reported
to the Commission:

ACCSCT
required
graduation
rate
[In percent]

HTI

Length in graduation
months rate

[In percent]

Program

Medical Assistant Diploma 10 57 59
Medical Assistant AS 18 38 43

Note: Rates in bold print represent those below the C 's i qui ts.

Based on this information and the low rates of graduation and employment re-
Fort.;ed by HTI—Orlando, the Commission directs HTI—Las Vegas to submit the fol-
owing:

a. A Graduation and Employment Chart for the Medical Assistant (diploma) and
Medical Assistant (AS) programs, prepared in accordance with the enclosed instruc-
tions. The school is directed to use a June 2007 Report Date when preparing the
Graduation and Employment Charts. Please use the Graduation and Employment
Chart found on the Commission’s Web site at www.accsct.org.

b. All necessary supporting documentation for each Graduation and Employment
Chart organized according to the corresponding cohort start date reported on the
chart (line #1).

¢. Supporting documentation for graduation rates which must include minimally,
the name of each student enrolled and a corresponding completion transcript for
each student classified as a graduate.

d. HTI—Las Vegas must support with appropriate and verifiable documentation
any student classified as “Unavailable for Graduation” (line #6).

If any reported graduation or employment rates fall more than one standard devi-
ation below the mean for comparable programs, the school may attempt to take into
account economic conditions, location, student population served, length of program,
State requirements, and other external factors reasonably related to student
achievement. A detailed explanation as to how these factors impact the institution’s
graduation and employment rates must be included (see Section VII (C), Standards
of Accreditation).

High-Tech Institute—Kansas City, MO (ACCSCT School #B070636)

At its November 2006 meeting, the Commission considered the Application for a
Degree Program for the Criminal Justice (AAS) program, the August 8, 2006 Team
Summary Report, and the school’s response to that report. Upon review of the infor-
mation, the Commission voted to defer final action on the Application for a Degree
Program for the Criminal Justice (AAS) program pending resolution of the system-
wide Probation Order in effect regarding the HTI schools.

High Tech Institute—Sacramento, CA (ACCSCT School #B067810)

At its November 2006 meeting, the Commission considered the Outcomes Report
and the Program Advisory Committee (“PAC”) Report submitted by HTI located in
Sacramento, CA. These reports were required by the Commission when it voted to
continue the school on Outcomes Reporting and PAC Reporting at its May 2005
meeting. Upon review of the school’s reports, the Commission voted to remove
HTI—Sacramento from Outcomes and PAC Reporting.

High-Tech Institute—Nashuville, TN (ACCSCT School #B070322)

At its November 2006 meeting, the Commission reviewed the 2005 Annual Report
and supplemental graduation and employment data submitted by HTI located in
Nashville, TN. Upon review of this information, the Commission voted to accept the
report and supplemental information submitted by HTT—Nashville. No further ac-
tion is required at this time in regard to this matter.
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The Bryman School—Phoenix, AZ (ACCSCT School #M059048)

At its November 2006 meeting, the Commission reviewed the school’s 2005 An-
nual Report and supplemental graduation and employment data as well as informa-
tion pertaining to complaints filed by former students Angela Matics and Azalea
Acosta against The Bryman School located in Phoenix, AZ (“Bryman—Phoenix”) and
the school’s responses to those complaints. Upon review of this information, the
Commission determined that, although the complaints can be closed, further moni-
toring of student outcomes and externship availability is warranted.!! Accordingly,
the Commission voted to close the complaints and to place the school on Outcomes
Reporting and Externship Reporting for the reasons set forth below.

1. In their complaints, the students alleged that the school did not place them at
extern sites. The Commission reviewed the school’s response to these complaints
and determined that Bryman—Phoenix appeared to have taken appropriate steps
to place the two complainants at externship sites. However, the complaints and the
school’s responses raised questions regarding the school’s general procedures for
placing students at externships. Therefore, Bryman—Phoenix must submit an
Externship Report to document that externship sites are provided to students in a
timely fashion. Specifically, the school must provide an externship report in the
form of a table including all students who completed the program between January
1, 2007 and May 30, 2007. The school must provide the information using the fol-
lowing format:

Date Coursework Extern start Extern site Extern contact Graduation

Student name started completed date address phone date

2. Bryman must demonstrate the on-going success and achievement of its stu-
dents to include acceptable rates of student graduation and graduate employment
in accordance with Section VII (C) of the Standards of Accreditation. Upon review
of the school’s 2005 Annual Report and supplemental graduation and employment
data, the Commission noted that the school reported a low graduation rate in the
9-month Hospital Unit Coordinator Program and a low employment rate in the Sur-
gical Technologist program as shown in the table below:

Biyman ACCSCT Bryman ACCSCT
: required . required
Program inLﬁlognchs gra?:gtmn graduation gra(riéltaetlun graduation
rate rate
[In percent] [In percent] [In percent] {In percent]
Hospital Unit Coordinator 9 57 59 75 70
Surgical Technologist 18 54 43 65 70

Note: Rates in bold print represent those below the C 's i qui ts.

Based upon this information, the Commission determined that additional moni-
toring of student achievement is warranted. Accordingly, Bryman—Phoenix must
submit an Outcomes Report for the 9-month Hospital Unit Coordinator and 18-
month Surgical Technologist programs, as follows:

a. A Graduation and Employment Chart for the 9-month Hospital Unit Coordi-
nator and 18-month Surgical Technologist programs, prepared in accordance with
the enclosed instructions. The school is directed to use a June 2007 Report Date
when preparing the Graduation and Employment Charts. Please use the Graduation
and Employment Chart found on the Commission’s Web site at www.accsct.org.

b. All necessary supporting documentation for each Graduation and Employment
chart organized according to the corresponding cohort start date reported on the
chart (line #1).

c. Supporting documentation for graduation rates for the 9-month Hospital Unit
Coordinator program which must include minimally the name of each student en-

11The Commission found that the school had satisfactorily addressed the specific concerns of
Ms. Acosta and Ms. Matics. However, upon review of the entire complaint response, the Com-
mission noted that 56 percent of the students included on the chart in the school’s response had
waited 1 month or longer after graduation to begin the externship. For this reason, the Commis-
sion voted to continue to monitor the availability of externships.
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rolled and a corresponding program completion transcript for each student classified
as a graduate.

d. Supporting documentation for employment rates for the 18-month Surgical
Technologist program must include minimally, the name of the graduate, tele-
phone number of the graduate, name of employer, contact person at the place of em-
ployment, employer telephone number, and information (e.g., job title, job brief de-
scription) that demonstrates that the employment is training-related.

e. Bryman—Phoenix must support with appropriate and verifiable documentation
any student classified as “Unavailable for Graduation” (line #6), “Graduates—Fur-
ther Education” (line #11), “Graduates—Unavailable for Employment” (line #12) or
“Non-Graduated Students Who Obtained Training Related Employment” (line #19).

If any reported graduation or employment rates fall more than one standard devi-
ation below the mean for comparable programs, the school may attempt to take into
account economic conditions, location, student population served, length of program,
State requirements, and other external factors reasonably related to student
achievement. A detailed explanation as to how these factors impact the institution’s
graduation and employment rates must be included (see Section VII (C), Standards
of Accreditation).

The Bryman School—Tempe, AZ (ACCSCT School #B070784)

At its November 2006 meeting, the Commission considered the Application for Re-
newal of Accreditation submitted by The Bryman School located in Tempe, AZ
(“Bryman—Tempe”). Upon review of the July 13, 2006 Team Summary Report and
the school’s response to that report as well as the February 15, 2006 response to
the December 9, 2005 stipulation regarding the proper safeguarding of student
files,12 the Commission voted to defer final action on the application until such time
as the HTI system-wide Probation has been resolved. The reasons for the Commis-
sion’s decision, in addition to those previously set forth in this letter, follow.

1. Bryman—Tempe must demonstrate that all faculty members possess the quali-
fications required by accreditation standards (Section III (B), Standards of Accredi-
tation). Upon review of Bryman’s response to the on-site evaluation team’s concerns
regarding the credentials of Erin Mariano and Janet Prettyman, and Jon Knight,13
and Benjamin Saucedo 14 the Commission determined that further information is re-
quired to establish compliance with accrediting standards as previously described in
this letter. The Commission will review the qualifications of these faculty as part
of the faculty qualification audit required by Ground #1 in this letter.

2. Bryman—Tempe must demonstrate that student records are adequately pro-
tected against damage and loss as required by Section VI (B)(1), Standards of Ac-
creditation. The Commission found that the school’s February 15, 2006 response to
the December 9, 2005 stipulation did not satisfy the Commission’s directive or show
compliance because there remains a question as to whether a “1-Hour” fireproof rat-
ing as described in the letter from K&I Architects constitutes adequate protection
of student records. The Commission determined that there are additional steps the
school can take to better protect student records—i.e., the purchase and use of fire-
resistant cabinets that have a greater than 1-hour fireproof rating. Therefore, the
Commission directs the school to take additional steps to ensure the adequate pro-
tection of student permanent educational records as required by Section VI (B)(1)
of the Standards of Accreditation.

Cambridge College—Bellevue, WA (School #B070781)

At its November 2006 meeting, the Commission considered the Application for Re-
newal of Accreditation and the February 20, 2006 response to the December 9, 2005

12 At its November 2005 meeting, the Commission determined that the school had met the
requirements for the Application for a Branch—Part II within the school’s scope of accreditation
with three stipulations including the stipulation that the school must demonstrate that it pro-
vides adequate fire protection for student records. In the school’s February 15, 2006 response,
the school provided a statement from K&I Architects that indicates that the school’s file room
has a “1-hour” rating.

13 The school did not provide documentation in the form of a transcript for Mr. Knight’s asso-
ciate degree, which is the required credential for teaching technical courses in an academic asso-
ciate’s degree program. The Commission found that the items included as documentation for Mr.
Knight’s credentials did not constitute an exceptional case of outstanding professional experi-
ence and contributions to the professional field.

14 Benjamin Saucedo is teaching both the Risk Management course and the Financial Prin-
ciples course. However, the school did not demonstrate that Mr. Saucedo is properly qualified
to teach either the Risk Management course or the Financial Principles course. (The Commis-
sion has determined that Risk Management is not a General Education course—see Ground #2a
in this letter).
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stipulations 15 submitted by Cambridge College located in Bellevue, WA (“Cam-
bridge—Bellevue”). Upon review of the July 12, 2006 Team Summary Report, the
school’s response to that report, and the school’s stipulation response, the Commis-
sion voted to defer final action on the Application for Renewal of Accreditation and
the Applications for Branch II and Unrelated New Programs. The reasons for the
Comfgnilssion’s decision, in addition to those set forth in previous sections of this let-
ter, follow.

1. Cambridge—Bellevue must demonstrate the continuity of management and ad-
ministrative capacity through the reasonable retention of management and adminis-
trative staff as required by Section VII (A)(4) of the Standards of Accreditation.
Based upon its review of the pertinent information for Cambridge—Bellevue related
to its compliance with Section VI (A)(4) of the Standards of Accreditation, the Com-
mission determined that additional monitoring of the retention of management and
administrative staff is warranted. Therefore, the school must submit a narrative de-
scription of the retention of management and administrative staff, Staff Personnel
Reports for all management and administrative staff members hired since August
22, 2006, and provide a Staff Retention Report that shows the employment date,
date of employment termination (if applicable), and reason for employment termi-
nation for all current management and administrative staff and all management
and administrative staff hired since January 1, 2004.

2. Cambridge—Bellevue must demonstrate that the continuity of instruction is en-
sured by the reasonable retention of faculty (Section III (A)(5) Standards of Accredi-
tation). Therefore, the school must submit the following:

a. A written and comprehensive plan which addresses Cambridge—Bellevue’s
compliance with Section III (A)(5) of the Standards of Accreditation. This plan must
address the continuity of instruction and faculty retention for each program;

b. A Faculty Retention Report using the matrix below showing all current faculty
members and those hired by the school since January 1, 2004 and that includes a
detailed explanation of the reasons why instructors are no longer employed at the
institution; and

c. Documentation to demonstrate how this plan has been implemented from the
time of September 1, 2006 through March 30, 2007.

Program/full-time Date of hire Date of termination Reason for leaving

Instructor name or part-time (month/year) (month/year) (if applicable)

3. Cambridge—Bellevue must demonstrate the consistent application of the max-
imum timeframe (1.5 times the normal duration of the program) for students to
complete their program of study (Section VII (B)(3), Standards of Accreditation). The
school must provide documentation to demonstrate that the students listed in the
table under Concern #3 of the Team Summary Report have either finished the pro-
gram within 1.5 times the program length or have been dismissed as required by
the school’s policy. Furthermore, the school must provide documentation to dem-
onstrate that students are not waiting for externship sites.

4. Cambridge—Bellevue must demonstrate that the way in which the school’s pro-
grams are organized is appropriate to allow students to achieve the announced pro-
gram objectives (Section II (A)(2), Standards of Accreditation). Although the school
provided a response to the team’s concern in this matter, the Commission could not
determine whether these programs are appropriately organized to achieve the an-
nounced program objectives. Specifically, in the Dental Assisting, Surgical Techni-
cian, Massage Therapy, and Medical Assisting programs, while each of these pro-
grams has detailed and organized outlines and course syllabi showing a scope of
subject matter, the Commission questions whether the lack of course sequencing can
allow students to achieve program objectives and master the material. Therefore,
the Commission directs Cambridge—Bellevue to provide the following information:

15This response was required when the Commission determined, at its November 2005 meet-
ing, that the school and it’s main school, High-Tech Institute, located in Phoenix, AZ (School
#MO001392) met the requirements set forth in the Standards of Accreditation for the establish-
ment of a branch campus separate facility and that Cambridge met the requirements for the
addition of the Dental Assistant (diploma), Massage Therapy (diploma), Pharmacy Technician
(diploma), and Pharmacy Technologist (diploma) within the school’s scope of accreditation sub-
ject to stipulations.
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a. For each of the above-named programs, a detailed and cogent explanation as
to the chosen program design;

b. A PAC review of and comment as to the course sequencing and curriculum se-
quencing in each of these program areas;

c. An internal review of the school’s admissions procedures for the Surgical Tech-
nician Program and provide a demonstration that the admissions procedures for this
program enable the school to make an informed judgment as to an applicant’s abil-
ity to achieve the program’s objectives (Section V Standards of Accreditation); and

d. A report on the availability of externship sites for the Surgical Technology pro-
gram.

5. Cambridge—Bellevue must demonstrate that the learning resource center
(“LRS”) is available to students and faculty during and beyond classroom hours and
that school personnel orient, train, and assist students and faculty in the use of the
LRS in a way that supports learning objectives (Section II (A)(5)(d), Standards of
Accreditation). In order to fully ascertain the school’s compliance with accrediting
standards in this area, Cambridge—Bellevue must submit a schedule of the weekly
library hours and indicate which qualified staff members are responsible for the li-
brary at all times when it is open as well as a narrative describing the assistance
provided to students and the way the learning objectives are supported by the li-
brary personnel. Cambridge—Bellevue must also submit an outline of the training
provided to staff by Ms. Connie Manson and copies of the “completion certificates
and information regarding the qualifications” referred to in the school’s response.

6. Cambridge—Bellevue must demonstrate that the school’s PACs have met all
applicable accrediting requirements. Specifically, the school did not document at
least two annual meetings for the Surgical Technology PAC (Section II (A)(4)(c),
Standards of Accreditation). Therefore, the school must submit the minutes from the
Surgical Technology PAC meeting that was scheduled to be held in September 2006.

Cambridge College—Aurora, CO (ACCSCT School #B069310)

At its November 2006 meeting, the Commission considered the Application for Ap-
proval of a Degree Program for the Criminal Justice (AAS) program submitted by
Cambridge College located in Aurora, CO (“Cambridge—Aurora”). Upon review of
the July 12, 2006 on-site evaluation and the response to that report, the Commis-
sion voted to defer final action on the Application for Approval of a Degree Program
until such time as the system-wide Probation Order is resolved. The reasons for the
Comfmilssion’s decision, in addition to those set forth in previous sections of this let-
ter, follow.

1. Cambridge—Aurora must demonstrate that the Director of Education, Ronnie
Autry, has the experience and competence to manage the instructional program
(Section IIT (A)(6), Standards of Accreditation). Specifically, the school did not dem-
onstrate that the Director of Education has experience in teaching or managing an
educational program or has the appropriate educational background or training to
manage, maintain, and improve the educational staff. Although the school sub-
mitted a statement to the effect that Ronnie Autry has received additional training
for the Director of Education position, the Commission determined that, given the
high level of importance placed upon the Director of Education role in a school, fur-
ther documentation of Mr. Autry’s qualifications is required. Therefore, Cam-
bridge—Aurora must submit an Individual Professional Development Plan for Ron-
nie Autry that includes a detailed description of content of the training he has re-
ceived and provides detailed information regarding ongoing training plans.

2. Cambridge—Aurora must submit the following with respect to its LRS:

a. Information and documentation to show that the LRS is integrated into the
school’s curriculum and program requirements as a mechanism to enhance the edu-
cational process and to facilitate positive learning outcomes for students (Section II
(A)(5)(b), Standards of Accreditation);

b. Information and documentation to show that learning resources are easily and
readily accessible to students and faculty during and beyond classroom hours, re-
gardless of location or means of delivery (Section II (A)(5), Standards of Accredita-
tion).

c. An updated Institutional Assessment and Improvement Plan (“IAIP”) which in-
cludes a detailed library plan including the hours of operation when the LRS is cov-
ered by qualified staff.

d. Information and documentation to show that the LRS is appropriately super-
vised (although the school submitted documentation of a newly hired librarian, the
Staff Personnel Report for Charlene Olszonowicz indicates that she is also serving
in a teaching and administrative capacity, working 40 hours a week).
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3. Cambridge—Aurora must demonstrate through the submission of the minutes
from the most recent meeting, that the PAC for the Criminal Justice program is
comprised of employers representing the major occupation or occupations for which
training is provided as required in Section II (A)(4) of the Standards of Accredita-
tion.

Complaint Issues

The Commission understands that there are also several complaints in process
and pending amongst the HTI schools. The Commission intends to process these
complaints in the normal course and in accordance with ACCSCT complaint proce-
dures; however, any complaints still pending when the Commission takes up its re-
view of the school’s response to this system-wide Probation Order will be incor-
porated into the Commission’s review and corresponding action.

Response Details

HTI must respond to the Commission’s concerns as directed in this letter and pro-
vide documentation of corrective action and compliance with accrediting standards.
The response should be prepared in accordance with the ACCSCT Instructions for
the Submission of Electronic Documents and must be dated and bookmarked, and
must include a signed certification attesting to the accuracy of the information. The
Instructions for the Submission of Electronic Documents can be found at the Com-
mission’s Web site www.accsct.org. Alternatively, the school may submit five (5)
paper copies of its response. The response must be received in the Commission office
on or before June 5, 2007 for review at the August 2007 Commission meeting.
If a response to this letter is not received in the Commission office on or before
June 5, 2007 the Commission will consider further appropriate actions to include
revocation of the schools’ accreditation.

Please be advised that the Commission has established maximum timeframes for
achieving compliance when the Commission has determined that a school is out of
compliance with an accreditation standard or requirement through any process. The
maximum period allotted to the school to remedy the noncompliance or cure the de-
ficiency, together with the time for the Commission’s final decision, is based on the
length (in months) of the longest program offered by a school (see Process and Pro-
cedures, Commission Actions, Standards of Accreditation). The Commission may ex-
tend the maximum timeframe if the school can show good cause as to why the Com-
mission should take such action. The school will be deemed to have demonstrated
good cause if it has shown that during the period of review significant progress has
been made toward achieving full compliance with accreditation standards and to-
ward meeting all requirements set forth by the Commission.

Please consider this letter as notice that the timeframe for some HTI schools has
already begun and that the Commission is still in a fact-finding mode for the others.
The Commission will provide more detailed notice for all HTI schools regarding
their status in relation to the Commission’s maximum timeframes to achieve compli-
ance in a subsequent correspondence. If any HTI school does not achieve compliance
within the period specified by the Commission or within the maximum timeframe
described in the Standards of Accreditation, the Commission will take an adverse
action. The Commission may take an adverse action against a school as cir-
cumstances warrant prior to the expiration of the maximum timeframes. The Com-
mission will notify the school in writing of any adverse action, including the Com-
mission’s basis for taking the adverse action.

In accordance with the Standards of Accreditation, no changes or additions (e.g.,
additions of separate facilities, substantive changes, special requests, etc.) will be
considered while a school is operating under a Probation Order. Please note that
the Commission is required to report all Probation Orders to the U.S. Department
of Education.

Thus a copy of this letter will be provided to the Department and other appro-
priate agencies at the time the school is notified of this Probation Order (34 CFR
§602.26(b) (1)).
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If you need further assistance or information, please contact me at (703) 247-4518
or escanlon@accsct.org or contact Michale S. McComis, Ed.D., Associate Executive
Director at (703) 247-4520 or mccomis@acesct.org.

Sincerely,
ELISE SCANLON,
Executive Director.

[Whereupon, at 1:54 p.m. the hearing was adjourned.]
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