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Introduction

Several national for-profit schools have closed their doors in the last few years, including
Corinthian Colleges and ITT Tech. Both of these institutions faced allegations of bad practices
and were cut off from federal financial aid by the U.S. Department of Education. These school
closures affected thousands of students nationwide.

In response to these troubling national trends, Nebraska
Appleseed (Appleseed) issued a report in December of 2015
calling for formal study of the for-profit college landscape in

In the last few years,
for-profit school

Nebraska.' The report investigated school performance in closures have affected
areas such as graduation rates and earnings and analyzed thousands of students
Nebraska'’s regulation and oversight of for-profit schools, nationwide.

among others things. The report ultimately called for a
legislative interim study to dig deeper into school performance, regulation and oversight, as
well as the student experience with for-profit schools. In response, Legislative Resolution (LR)
564 was introduced by Senator Patty Pansing Brooks.?

Protecting access to quality postsecondary education should be a high priority in Nebraska.
By the year 2020, an estimated 71% of jobs in Nebraska will require postsecondary
education.’ However, there are over 106,000 people of working age in the state without a high
school diploma or equivalent degree.* Further, 44.5% of Nebraska families under 200% of
the federal poverty level have no parent with a postsecondary education.’ Having accessible,
quality postsecondary education is critical in closing that gap.

This report builds upon the research over the last 18 months and through the interim study to
provide recommendations on how to make improvements to for-profit operation and regulation
in Nebraska. The first section will lay out the gap in student protections that currently exists

in state law. The second section will briefly explain the federal gainful employment rules,
particularly those requiring annual disclosure of key performance measures. The third section
will describe generally the regulatory scheme in which the Nebraska Department of Education
(NDE) operates to highlight various ways in which NDE’s authority could be updated and
strengthened. The final section will lay out recommendations based on the ongoing research
efforts in this area and the developments discussed below.




Student Protection at For-Profit Colleges in Nebraska: Significant Gaps Exist

One of the findings in the 2015 report was that students at for-profit schools in Nebraska
are not afforded protections given to students of similar schools in other states. Nebraska
law gives two agencies the duty to regulate postsecondary education in the state. NDE
is responsible for administering the Private Postsecondary Career School Act (PPCSA),
which applies to schools offering credentials up to an associate’s degree.® According to the
latest figures available, there were seven non-degree-granting for-profit career schools in
Nebraska with an estimated enrollment of 812 students.” On the other hand, the Coordinating
Commission on Postsecondary Education (CCPE) is responsible for administering the
Postsecondary Institutions Act (PIA), which applies to
Students who attend schools offering courses or programming above an
schools offering bachelor’s associates degree (for example, a bachelors or masters
degrees and above do not degree).® As of 2015, there were four degree-granting
have the ability to access for profit schools in Nebraska with an estimated
enroliment of 1,673 students.’ However, ITT Technical
Institute subsequently closed, bringing estimated
statewide enroliment to about 1,361.

tuition recovery in the event
of school closure.

The PPCSA includes two student protection measures. First, it creates the Tuition Recovery
Cash Fund.” If a student at a private career school suffers financial harm from the school
terminating its operations, the student can submit a claim against the fund for a refund of
tuition and fees.!"! Second, the PPCSA establishes bond requirements.!> Until the tuition
recovery fund reaches the minimum fund level prescribed by statute, NDE may require a
career school applying for authorization to operate in the state to file a $20,000 surety bond."
The bond functions to indemnify any student or enrollee, or parent or guardian of a student
or enrollee, who has suffered damage as a result of any act or practice violating the PPCSA."*
Schools are also required to file a surety bond when they apply for an agent’s permit (a
permit that allows an employee or representative of a school to solicit or enroll students).””
The agent’s bond protects against violations of the PPCSA as well.!* Between the bond
requirements and the tuition recovery fund, students have remedies to pursue if needed.

However, these protections are only afforded to students at the institutions to which the
PPCSA applies. This means that for-profit colleges that offer programs of study beyond an
associate’s degree do not have to pay into a tuition recovery fund, nor must they file a bond
with the state. Thus, students who attend these schools do not have the ability to access




tuition recovery in the case that their school closes. This sudden closure of a school has
happened more often of late; including Corinthian Colleges and ITT Tech, both of which
offered degrees beyond the associate’s level. The closures affected approximately 130,000
students nationwide and only a small fraction of them have been able to get relief at the
federal level."”

In addition, in 2016, Wright Career College, a career school based in Overland Park, Kansas
and with a campus in Omaha, suddenly closed its doors and filed for bankruptcy.'® Before
the school closed, the U.S. Department of Education had launched a review of how the
company used its money.!” The school shut down before negotiating ways for students to
make other plans for continuing their education or managing their financial aid. Because
Nebraska law lacks sufficient student protections, the students were left with limited options
and an uphill battle to obtaining a degree or certificate. While Wright Career College is a
nonprofit institution, their example points to the need to have greater protections for students
in Nebraska, which many other states have. Indeed, in many states, this gap in student
protections does not exist.

For example, in Maryland, the Maryland Higher Education Commission has the authority
to create “guaranty funds” to reimburse students entitled to a refund of tuition and fees
due to a school’s failure to comply with an agreement or contract or with state law.?° The

Student Perspective: Kaplan University Program

Brittany Hillis was looking forward to a career in the legal system. She loved the idea of business law
and legal ethics and wanted a degree to improve her earnings and set her on the path to the legal
world. Brittany is a single mother who wants the best for her daughter and saw education as a path
off of government assistance including childcare subsidies and SNAP benefits.

Looking for an online program, Kaplan showed up in Brittany’s searches and she went to meet with
a recruiter. The recruiter told her that she could complete her degree online and wouldn’t have to
pay until she finished. She began her degree and was surprised that throughout her degree, she
had only one professor who was an actual lawyer but she was still hopeful. After completing her
associate’s degree, she was shocked when the $400 a month bills started coming in the mail. This
was much more than she had discussed with the recruiter.

Brittany believes that she would earn between $50-70k as a paralegal in Lincoln after talking with
the recruiter. After applying for jobs with dozens of law firms without luck, she was told by several
lawyers “they weren’t even going to look at me or my application/resume because of the college
that | went to. Because they did not see Kaplan as a credible college.” She is nhow an administrative
assistant at an engineering firm in Hallum, NE.




schools required to pay into the fund must do so on an annual basis, and in the amount
determined by the Commission.?! The Commission also is subrogated to and has the power
to enforce, through the Attorney General, the claim of any student to the extent of any actual
or authorized reimbursement from the funds.? Further, the Commission has the authority to
require schools seeking a certificate of approval or registration to furnish a bond conditioned
that the school will perform on agreements and contracts and comply with applicable law.?

Maryland has a good student protection model because it affords the commission the
discretion to structure student protections as it sees fit, but includes separate funds for the
separate categories of postsecondary institutions required to maintain guaranty funds and
surety bonds. Further, compensation from the fund is available for students who are dealing
with an unanticipated school closure.

In sum, with the sudden closure of schools occurring more regularly in Nebraska and across
the United States, and with the gap in student protections in Nebraska, now is a good time
to identify better state models and move forward with changes to student protection in
Nebraska.

For-Profit School Performance Measures: New disclosures will help assess
the effectiveness of schools

The 2015 report concluded that a lack of accessible data on key performance measures
made it difficult to assess the effectiveness of the for-profit college system in Nebraska.** For
instance, there is little information available regarding postgraduate employment or earnings
of students.” But, the lack of data to assess for-profit schools effectiveness is not limited

to Nebraska. In order to address growing concerns that for-profit institutions were leaving
students with low employment potential and unaffordable levels of loan debt, the Federal
Department of Education released the “gainful employment” rules in 2014, and they went into
effect on July 1, 2015.%

The rules enforce the federal Higher Education Act’s (HEA) requirement that all “gainful
employment institutions” eligible for Title IV funding provide programs that “prepare students
for gainful employment in a recognized occupation.” If gainful employment programs fail to
meet certain standards, under the new rules, they may face potential loss of federal funding.
The rule sets two separate gainful employment metrics. The first is a debt-to-earnings (DTE)
measure. Students who complete a gainful employment program would need to spend, on
average, no more than 12 percent of their annual income, or 20 percent of their discretionary




income, on student loan payments.?® The second metric is a program cohort default rate
measurement (PCDR). No more than 30 percent of the students who have completed or are
enrolled in a particular gainful employment program can default on their student loans.”

Another component of the gainful employment rules requires schools to make specific
disclosures to the US. Department of Education on an annual basis. These disclosures
would include information on the programs offered, number of students, program cost, and
job placement rates.’® The disclosures related to these requirements will be produced on or
around January 1, 2017.

The DTE and PCDR metrics, along with the additional disclosure requirements, represent a
concerted effort by federal regulators to get a clearer idea of how postsecondary institutions,
including many for-profit colleges, are educating their students and preparing them for
productive careers. If a school is not reaching the required standards, it could face losing
eligibility for Title IV funding. However, during the first five to seven years of implementation
of the rules, programs will be held to an easier “transition period” standard.’' At the state
level, schools that fall within the purview of the CCPE and are required to apply for recurrent
authorization to operate in Nebraska make a variety of disclosures during the application
process, including information on the institution’s financial soundness, the quality of its
educational programs, and tuition refund polices.*

The new gainful employment rules will provide important information regarding the
effectiveness of for-profit education in Nebraska; information which may answer questions
about how students are performing. If additional information is needed, it could be requested
or required at the state level. The CCPE and the Board of Education currently have the
authority to adopt and promulgate rules and regulations to establish minimum standards

for postsecondary institutions in Nebraska.** The statutes for each list prescribe minimums
standards followed by an explicit allowance for the promulgation of additional standards

as necessary.** If the CCPE or the Board of Education determines it is necessary to gather
additional information to ensure schools are complying with minimum requirements, they have
the ability to do so. Thus, with the disclosure requirements within the gainful employment rules
going into effect soon and the authority for the CCPE and the Board of Education to establish
minimum standards for schools in Nebraska, regulators at both the federal and state level
should be in a better position to understand the effectiveness of for-profit schools. As the
recommendations below further indicate, the CCPE and Board of Education should consider
whether gathering additional information is necessary and use its statutory authority to do so
as needed.




Nebraska’s Decentralized Regulatory Scheme: Exemptions allow

fragmentation

The authority to regulate schools that fall under the PPCSA in Nebraska, instead of resting
solely with the Nebraska Department of Education (NDE). NDE is charged with administering
the PPCSA, which applies to all private postsecondary schools offering courses of study up
to and including associate degrees.*> However, schools that would otherwise fall into that
category, but are “licensed and regulated by agencies of this state other than the department,”
are exempt from the requirements of the PPCSA.*® The Department of Health and Human
Services (DHHS), for instance, is charged with licensing and regulating dozens of separate
programs of study, ranging from emergency medical services and nursing to acupuncture and
massage therapy.’’” Other agencies that oversee programs of study include the Department of
Motor Vehicles (DMV) and the Department of Insurance. Therefore, not only is the regulation of
postsecondary schools in Nebraska divided between the CCPE and NDE based on the level
of degree or credential they offer, the regulation of schools or programs that would otherwise
fall within the purview of the NDE is further divided amongst multiple other government
agencies. This can lead to fragmentation and lack of uniformity in regulation of schools in
Nebraska. This decentralization of authority to regulate postsecondary institutions may hinder
the ability of the state government to effectively oversee postsecondary education.

Indeed, while entities like DHHS and the DMV may

have the subject matter expertise needed to assess

and license educational programs, they may not be as
effective as a single department could be in enforcing
other regulatory measures, such as consumer protections
and record retention rules. Because record retention
standards are not uniform across agencies, some
program graduates are unable to subsequently obtain records.*

Division in regulatory
authority can lead to
fragmentation and lack of
uniformity in regulation of
schools in Nebraska.

Moving to a more centralized system of regulating postsecondary career schools would
require the participation and cooperation of numerous entities. However, streamlining the
regulatory scheme may have significant benefits in the long term for postsecondary career
schools, students, and NDE. Nebraska should take steps to better centralize regulatory
authority, as stated below.




Recommendations

Given the recent closures of high profile for-profit schools, now is the time to ensure
Nebraskans pursuing higher education are protected in the event it happens again. Here are
some steps that could be taken to that end.

Institute new bond and tuition recovery requirements to address the gap in student
protections that currently exists. Students at for-profit colleges in Nebraska should be
afforded financial protections in case the institution they are attending suddenly closes its
doors, as has happened in multiple instances across the nation and in Nebraska recently.
Nebraska should institute a tuition recovery fund and a bond requirement, similar to the
student protections already offered to students at career schools through the PPCSA, and
utilizing best practices from around the country. Nebraska should also consider requiring
for-profit colleges to notify the commission when and if the institutions are placed under
higher scrutiny at the federal level. Instituting these basic protections would go a long way in
protecting otherwise vulnerable students from another unanticipated school closure.

Monitor new disclosures under the gainful employment rule and require gainful
employment programs to submit the same disclosures to the state. The federal gainful
employment rules could help display whether for-profit schools are adequately educating
students and preparing them for employment. However, the federal rules are limited in their
applicability and scope. Therefore, the disclosures made under the federal rules should be
monitored to learn more about the schools operating in Nebraska, and to determine whether
the information gathered through federal reporting is sufficient. To that end, schools that
submit information to the federal government under the gainful employment rules should also
release that information to the state. If additional disclosures are needed to get a clear picture
of school performance, the CCPE could consider utilizing its authority to create additional
minimum standards for the disclosure of information.

Better centralize statutory and regulatory authority over schools. There are three main
aspects of the NDE’s current regulatory role that should be explored to determine where
changes are necessary and would be beneficial to decrease regulatory fragmentation.
Nebraska should analyze the division of regulatory authority with respect to private
postsecondary career schools between the NDE and multiple other government agencies to
determine how Nebraska students, schools, and state agencies would benefit from a more
centralized regulatory authority. However, in order to successfully centralize authority with
NDE, the state must provide additional resources to the department and roll back existing




laws and regulations around third party agencies’ current authority. Centralizing authority in
this way could reduce administrative burdens across agencies and allow for more consistent
administration of the PPCSA.

Conclusion

For-profit schools across the country are facing increased scrutiny over alleged bad practices
and low-quality programming that leads to lots of student loan debt and little employment
potential. As the federal government strengthens its oversight of for-profit schools, Nebraska
should also look to improve the way it regulates postsecondary schools. As a part of this
effort, and in the wake of multiple large for-profit schools closing suddenly, Nebraska should
expand student protections to fill the gap into which current students of for-profit colleges fall.




This report is supported by the Working Poor Families Project. The project was launched
in 2002 and is currently supported by the Annie E. Casey, Ford, Joyce and W.K. Kellogg
foundations. The project partners with state nonprofit organizations and supports thier state
policy efforts to better prepare America’s working families for a more secure economic future.
For more information: www.workingpoorfamilies.org
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