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Verified Evidence Proves That For-Profit Colleges Have Been Targeted

An analysis by Mary Lyn Hammer, a cohort default rate industry expert, comparing numerous U.S.
Department of Education databases to its press releases and briefings shows a pattern of misreporting that
has harmed the for-profit sector while it has enhanced performance of public and private nonprofit sectors.

Verified in Independent Accountant Reports by Kaiser & Carolin, PC

For more information email Mary Lyn Hammer at ML@ ChampionCollegeServices.com
or call John White at 480.222.4314
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Cohort Default Rate Data Does Not Match the

Department of Education’s Publicly-Released Cohort Default Rates

An analysis of 3-year cohort default rates (“CDR”) for years 2009 to 2013 shows that the numbers and
rates released by U.S. Department of Education (“ED”) through its official briefings did not match the
actual CDR numbers and rates in ED’s data. The CDR rates and numbers released (and touted) by ED

were inflated for for-profit colleges, lowered for public colleges, and for 2012 and 2013, lowered for

private nonprofit colleges (“NFP”). From this analysis, it would seem that ED manipulated CDR data to

fit a bias and political agenda against for-profit colleges.
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ED’s manipulation of the FY 2012 and FY 2013 CDR rates has been the most egregious and appears to
have been done to gain public support for gainful employment and other regulations targeting the for-
profit sector.

The CDR data “released” by ED gave the impression that public colleges outperformed for-profit

colleges. This story was then promoted in the media by ED and the Obama Administration.

Unfortunately, the story does not match the true results.

ED’s PRESS RELEASES & CDR BRIEFINGS HAVE

MISLEAD THE PUBLIC ABOUT SECTOR-LEVEL PERFORMANCE

ED’s PUBLIC BRIEFINGS ED’S DATA FILES
CDR YEAR ON CDR % ON CDR %
What The Public Saw What The Data Shows
Public colleges had 33,283 fewer defaulters Public colleges only had 4,230 fewer defaulters
FY 2009 ) )
than for-profit colleges than for-profit colleges
Public colleges had 26,427 fewer defaulters Public colleges actually had 3,881 more
FY 2010%* X X
than for-profit colleges defaulters than for-profit colleges
Public colleges had 3,886 more defaulters Public colleges actually had 27,494 more
FY 2011 ) )
than for-profit colleges defaulters than for-profit colleges
Public colleges had 66,069 more defaulters Public colleges actually had 91,553 more
FY 2012 i )
than for-profit colleges defaulters than for-profit colleges
Public colleges had 96,946 more defaulters Public colleges actually had 125,419 more
FY 2013 . )
than for-profit colleges defaulters than for-profit colleges

* NOTE: This was when ED was pushing public support of Gainful Employment regulations that primarily apply to for-profit college programs.

The TRUTH is that the for-profit sector is the ONLY sector whose percentage of total defaulters

declined over the last five (5) years. Both public and the private NFP saw significant increases in their

percent of the total defaulters. Relative to each sectors’ number of borrowers entering repayment, the

for-profit sector reduced its CDR rates while public and private NFP sectors saw increased CDR rates.

SECTOR-LEVEL CDR

TA TRENDS FROM FY 2009 TO FY 2013

Sector FY 2009 FY 2013 % Change % Change
% of All Defaults % of All Defaults in Defaults in Borrowers
PUBLIC 41% 53% 29% increase < 1% increase
PRIVATE NFP 13% 15% 15% increase no change
FOR-PROFIT 44% 32% 27% decrease 7% decrease
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The flawed CDR information that ED repeatedly issued in press releases and media briefings
incorrectly made the for-profit sector’s CDR performance look worse and the public sector’s CDR
performance look better than ED’s actual data.

PERCENTAGE DIFFERENCE BETWEEN ED’s BRIEFING INFORMATION AND ED’S TRUE DATA

FISCAL PUBLIC PUBLIC PRIVATE NFP PRIVATE FOR-PROFIT FOR-PROFIT
YEAR Defaulters Repayment Defaulters Repayment Defaulters Repayment
2009 -4% -4% +1% <1% +10% +9%
2010 -3% -3% +1% <1% + 8% +7%
2011 -4% -4% +1% <1% +4% +3%
2012 -2% -2% -10% -5% +10% +6%
2013 -2% -2% -13% -8% +12% +8%

The difference between ED’s publicly released “official” CDRs and ED’s true CDR data for for-profit
college shows that the rates released by ED for the for-profit sector were higher than ED’s true data. The
consequence of releasing inflated for-profit sector CDRs was that the public, students, and lawmakers
were misled about the for-profit sector’s true CDR performance.

MISREPORTED FOR-PROFIT SECTOR CDRs

FSCALYEAR | {op pROIT COR% | FOR-PROFIT COR%
2009 22.6% 22.7%
2010 21.8% 21.6%
2011 18.9% 19.1%
2012 15.4% 15.8%
2013 14.4% 15.0%
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What ED Doesn’t Want You to Know About For-Profit CDRs

Colleges must have CDRs below a certain level to participate in federal financial aid programs. A
college’s CDR is the percentage of students who enter repayment in a given federal fiscal year and then
default before the end of the second subsequent federal fiscal year. Officials and lawmakers total the
number of borrowers in default and the number of borrowers that entered repayment to produce a
sector-level CDR. This methodology was chosen because it favors public colleges and private NFP
colleges and does not favor for-profit college.

ED’s reporting of sector CDRs used to include the actual dollar volume of each sector’s defaults. ED
stopped reporting the dollar volume of defaults years ago because the default dollar volume for public
colleges and private NFP colleges was dramatically higher than the dollar volume of defaults at for-profit
college.

CDRs Based on an Average CDR Methodology Shows the For-Profit Sector Performs Well

When the average CDR of institutions within a sector is used, giving each institution equal weight, an
interesting pattern appears and provides a more accurate picture of sector-level performance than the
method ED currently uses.

AVERAGE CDRs BY SECTOR SHOW CONSISTENCY BETWEEN PUBLIC AND FOR-PROFIT SECTORS

FISCAL YEAR PUBLIC COLLEGES PRIVATE NFP COLLEGES FOR-PROFIT COLLEGES
2009 14.3% 7.7% 17.8%
2010 16.1% 8.4% 18.0%
2011 15.0% 7.3% 16.4%
2012 13.9% 6.4% 13.9%
2013 13.4% 7.4% 12.8%

Two-Thirds of For-Profit Colleges Have FY 2013 CDRs Under 15%

ED and others would like the public to believe that the for-profit colleges are unethical and leave
students with debt they cannot afford. But ED’s actual data contradicts this story.

Colleges with CDRs less than 15% are considered “quality” institutions and these colleges receive
regulatory benefits such as single disbursements and no 30-day disbursement delays for first-time
borrowers. Today, the for-profit college sector is outperforming the public college sector on this
definition of quality with average CDRs of 12.8% compared to 13.4% respectively.
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The FY 2013 3-year CDRs (released in September 2016) show that two-thirds (2/3) of all for-profit
college have CDRs under 15%. It’s time to admit that not all for-profit colleges not bad!

HIGH QUALITY SCHOOLS—CDRs UNDER 15% BY SECTOR*

FISCAL YEAR PUBLIC COLLEGES PRIVATE NFP COLLEGES FOR-PROFIT COLLEGES
2009 831 Schools 1,333 Schools 649 Schools
53.0% of All Publics 87.2% of All Privates 43.6% of All For-Profits
2010 714 Schools 1,340 Schools 661 Schools
45.6% of All Publics 86.7% of All Privates 41.6% of All For-Profits
2011 799 Schools 1,391 Schools 838 Schools
50.5% of All Publics 89.3% of All Privates 48.3% of All For-Profits
2012 909 Schools 1,389 Schools 930 Schools
58.0% of All Publics 90.7% of All Privates 57.3% of All For-Profits
2013 907 Schools 1,363 Schools 1,016 Schools
57.7% of All Publics 92.1% of All Privates 65.8% of All For-Profits

*Percentages are based on the total number of schools with a CDR in ED’s PEPS300 data file for each fiscal year.

Again, the for-profit sector outperformed the public sector in both the number and percent of high
quality schools with FY 2013 CDRs under 15%.

There Are Very Few For-Profit Schools That Lose Title IV Eligibility Based On CDRs

ED and others want people to believe that many for-profit colleges have poor CDRs; are being kicked out
of federal aid programs because of high CDRs; and leave students with debt they can’t afford. ED’s true
data contradicts this story too.

PERCENTAGE OF SCHOOLS SUBJECT TO LOSS OF TITLE IV ELIGIBILITY - BY SECTOR

FISCAL YEARS PUBLIC COLLEGES PRIVATE NFP COLLEGES | FOR-PROFIT COLLEGES
3 YEAR CORs o1 00% o8
3 YEAR CORs 04 0.1% L1
3 YEAR COR 00% 0.1% 0%

* Included in this percentage are for-profit schools that ED has approved for Economically Disadvantaged
Appeals and other appeals which mean these schools are not actually subject to sanctions. ED’s inclusion of
these schools tarnishes the reputation of these schools based on ED’s inaccurate reporting.
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ED’s Gainful Employment Data Does Not Match Its Reporting

Beginning with FY 2011 Gainful Employment Rates (“GE”), ED’s reporting has been incomplete and
inaccurate based upon ED’s true data. There are three primary GE data sets:

1) FY 2011 “Streamlined” Informational Data containing data for 3,695 programs—rate data only.
(DOE File: StreamlinedGE2011InformationalRates062512School)

2) FY 2011 “Final” Informational Data containing data for 13,772 programs—with large amounts of
data missing from these programs.
(DOE File Name: GE2011InformationalRates062512FINAL)

3) FY 2012 Informational Data containing data for 7,934 programs—with median debt data missing
so rates cannot be verified.
(DOE File Name: 2012-informational-rates033114-508)

The thresholds for the original gainful employment measures (“GE 1.0”) and the second gainful
employment measures (“GE 2.0”) are as follows:

GAINFUL EMPLOYMENT RATE DEFINITIONS

GE 1.0 GE 2.0
Repayment Rates
Passing Over 35% No longer an eligibility measure
Failing Under 35% & included in disclosures
Annual Debt-to-earnings Rates
Passing 12% or Less 8% or Less
Zone n/a Over 8% and Under 12%
Failing Over 12% Over 12%
Discretionary Debt-to-earnings Rates
Passing 30% or Less 20% or Less
Zone n/a Over 20% and Under 30%
Failing Over 30% Over 30%

FY 2011 Gainful Employment Informational Rates (June 2012)

ED’s "Final" GE data contained enough details to allow the data to be audited. . An audit of the data
shows that the true GE rates were inconsistent with Informational Rates ED released to the pubilic,
media, and the investment community. The discrepancies favored public and private NFP colleges and
were damaging to for-profit college.

Missing Data

In the data ED released to the public and the media, a disproportionate number of schools from each
sector were reported in the “FY 2011 Streamlined Informational Data” compared to the comprehensive
“FY 2011 Final Informational Data”.
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REPORTED GE RATES BY SECTOR—FY 2011 INFORMATIONAL RATES

Sector Credential Level # Programs # Programs in % of Programs
in Final Data Reported Data Reported
Public Undergraduate Certificate 5,159 266 5.16%
Public Post Baccalaureate Certificate 142 2 1.41%
Private NFP Undergraduate Certificate 437 95 21.74%
Private NFP Post Baccalaureate Certificate 179 16 8.94%
For-Profit Undergraduate Certificate 4,509 1,989 44.11%
For-Profit Associate’s Degree 2,073 909 43.85%
For-Profit Bachelor’s Degree 836 327 39.11%
For-Profit Post Baccalaureate Certificate 42 6 14.29%
For-Profit Master’s Degree 309 138 44.66%
For-Profit Doctorate Degree 59 30 50.85%
For-Profit First Professional Degree 19 9 47.37%

Without comprehensive and complete data, no one can know whether programs passed or failed the GE
criteria. The “missing data” appears to have been intentionally removed (or not calculated) by ED
resulting in data for only 5.1% of public college programs, 18.2% of private NFP programs, but 43.4% of
for-profit college programs. A review of the data for programs not reported shows that:

e Several programs had all of the data available but were not reported;

e Many programs had Title IV loan amounts but did not have repayment rate information (even
though they go hand-in-hand);

e Many programs had repayment rate information but the Title IV loan information was blank,
zero (0), or N/A;

e Many programs had loan information and income information but debt-to-earnings rates were
not calculated;

e Many programs had debt-to-earnings rate information and calculations but the loan information
and repayment information was blank, zero (0), or N/A.

Inaccurate Calculations

In the comprehensive “Final” FY 2011 GE Informational Rate data, the most accurately reported ratios
were the payment calculations comparing all sector programs:

e The UNDERGRADUATE program payments were consistent with the average debt amount and
the defined length of repayment period.
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e The POST BACCALEAUREATE program payments were similar to the payments calculated for the
average debt amount and defined length of repayment period. However, the payments for the

for-profit programs had the biggest discrepancy.

The payment calculations by credential levels—where for-profit schools had the only applicable
programs—were inaccurately calculated too high and payments were not calculated in compliance with

the original regulatory definition for 10-, 15-, and 20-year repayment schedules.

The payment schedules that should have been used are:

e 10-year Standard Repayment

o Undergraduate Certificate

o Associate’s Degree

o Post Baccalaureate Degree

e 15-year Standard Repayment

o Bachelor’s Degree
o Master’s Degree

e 20-year Standard Repayment

o Doctorate Degree

o First Professional Degree

Failing Programs

For programs identified in the FY 2011 Streamlined Data as “Failed 3 Rates” (193 for-profit programs),
payments were not calculated in compliance with the regulatory definition for 10-, 15-, and 20-year

repayment schedules. These rates were therefore grossly inaccurate:

SUMMARY OF CORRECTIONS TO ANNUAL PAYMENTS IN STREAMLINED FAILING PROGRAMS

Corrected DOE File: FY2011StreamlinedFailed3Rates

Average

Average

% Difference

For-Profit potiioems INCORRECT CORRECT L]
. Reported as Payment Needed
Credential Level i Annual Payment Annual
Failing All 3 Used by DOE Pavment to CORRECT
Rates v v Annual Payment
Undergraduate Certificate 31 S 1,692.42 S 1,281.38 32%
Associate's Degree 125 S 2,874.46 S 1,194.88 178%
Bachelor's Degree 36 S 4,124.56 S 1,078.33 311%
First Professional Degree 1 S 8,747.00 S 2,167.32 304%
Average of Reported Programs 193 S 2,948.20 $ 1,190.86 184%
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When the correct repayment calculation is applied to the 193 proprietary programs that ED reported
as “failing” —only 6 programs actually failed all three rates and 56 rates fell within the GE 2.0 “zone”
definition.

CALCULATIONS USING CORRECT ANNUAL PAYMENTS FOR STREAMLINED FAILING PROGRAMS

Corrected DOE File: FY2011StreamlinedFailed3Rates

#
Total # Passing # Passing with | Programs # Programs
For-Profit Programs | BOTH Annual # Rates in GE 2.0 | with Data Failing ALL 3
Credential Level Reported & Passing ZONE Replaced Metrics
as Failing | Discretionary | Annual Definition with AFTER
All 3 Rates Rates Rate (PASS/ZONE) (N/A)* CORRECTIONS
Undergraduate Certificate 31 0 22 17 4 5
Associate's Degree 125 28 72 33 24 1
Bachelor's Degree 36 26 8 5 2 0
First Professional Degree 1 0 1 1 0 0
TOTALS 193 54 103 56 30 6

*Note: Those programs where data was replaced with “N/A” could not be verified for accuracy and are not included in
the analysis as passing or failing.

Thirty (30) programs had missing data (N/A) and certain data points and rates could not be verified for
accuracy. Several undergraduate certificate programs had data and rates in the final data that did not
match the rates in the streamlined data.

The miscalculations for payments had a significant effect on the Debt-to-Earnings Ratios for the 193
programs ED reported as failing all 3 metrics:

SUMMARY OF CORRECTIONS TO DEBT-TO-EARNINGS RATES FOR STREAMLINED FAILING PROGRAMS

Corrected DOE File: FY2011StreamlinedFailed3Rates

Total R ear:ienpzr;:‘tji;e::t:;te d CORRECT Debt-to-earnings
For-Profit Programs epayment & P Ratios (CORRECT Payments)
Credential Level Reported Rates (INCORRECT Payments)
as Failing | Unchanged | Annual | Discretionary Annual Discretionary
All 3 Rates D/E Ratio D/E Ratio D/E Ratio D/E Ratio
Undergraduate Certificate 19.87 *14.85 *124.60 10.59% 96.39%
NOTE: The Strea}mlmed Ratios dlq 31
NOT match the Final Data and Ratios
for 3 programs FAIL FAIL FAIL PASS/ZONE FAIL
Associate's Degree 125 21.33 14.89 128.54 6.46% 69.95%
& FAIL FAIL FAIL PASS FAIL
Bachelor's Degree 36 25.08 17.69 81.06 4.57% 22.51%
FAIL FAIL FAIL PASS PASS/ZONE
First Professional Degree 1 30.66 55.74 100 13.81% 100.00%
J FAIL FAIL FAIL FAIL FAIL
Average of Reported 193 21.84 15.57 114.87 6.80% 64.79%
Programs FAIL FAIL FAIL PASS FAIL
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ED never publicly acknowledged or corrected its press releases and statements that
included egregious errors in sector-level GE performance.

The public and lawmakers have been grossly misled especially regarding
the performance of for-profit programs.

There is strong evidence that ED’s definition for the “zone” and other GE criteria were established
because the Department did not have the desired number of failing programs when payments were
corrected. Mary Lyn Hammer personally testified at the Department’s field hearing (prior to the GE 2.0
negotiated rulemaking) about the inaccuracy of the payments and rate calculations. And then
interestingly, when the ED subsequently came to the table for the first round of GE 2.0 negotiated rule-
making, they came with the new “zone” definition.

ED’s “PAYE” and “REPAY” Set Up GE Programs to Fail Repayment Rates

ED’s much-publicized and promoted Pay-As-You-Earn (“PAYE” and “REPAY”) programs, in addition to
other income-based repayment plans, put students into negative amortization during their first few
years of repayment. Therefore, these ED repayment programs cause programs to fail the GE repayment
rate thresholds. It is curious that these new repayment programs were rolled out at the same time the
GE rules were being developed. These new repayment programs only require loan payments of 10% of
discretionary earnings defined as the difference between your earnings and 150% of the poverty-level
guidelines for your family. This requirement makes loan payments minimal and sets up a college’s GE
programs to systematically fail the repayment rate criteria. While the repayment rate is no longer a
program eligibility requirement (it is now a reporting requirement), the structure continues to harm the
reputations primarily of for-profit college.

The PAYE program was implemented early through an Obama executive order. This executive order was
issued simultaneously with the first GE rules. It would appear that the generous repayment plans were
developed to produce poor repayment rates. And since the vast majority of GE programs are at for-
profit college—these colleges would bear the brunt of poor GE repayment rates caused by the new
repayment plans. Under standard repayment structures, most GE programs would have passing
repayment rates.

Is it a coincidence that the PAYE and GE criteria were developed at the same time?
Was the PAYE program intentionally defined to make the first GE programs fail?

Were repayment rates included in GE 2.0 reporting requirements
to show poor results at for-profit college?

Or was it designed to increase ED’s profits from student loans by making
most or all of a student’s payment go the interest costs? Or both?
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College Scorecard Fails to Accurately Report Information for All Schools

The Original College Scorecard Hosted on Whitehouse.gov

The original College Scorecard, hosted on Whitehouse.gov, was promoted as the place for students and
parents to find critical comparative information on colleges.

There were numerous problems with the original Scorecard:

1. The Scorecard did not contain information on all colleges. There was a disproportionate

representation of schools from each sector.

DISPROPORTIONATE NUMBER OF SECTOR SCHOOLS INCLUDED IN COLLEGE SCORECARD

FY 2010 Total # #Schools | (o #Sscf:::‘c’;i;" # Schools
COLLEGE SCORECARD Schools in in Scorecard With No CDR Not in
SECTORS PEPS300 Data | Scorecard Data Scorecard
Community Colleges 1,241 904 72.8% 133 337
Traditional Publics 639 606 94.8% 12 33
Private NFP 1,721 1,188 55.8% 70 533
For-Profit 2,144 308 5.4% 5 1,836

2. There were no schools in the Scorecard that pulled up under the following key word searches:
e law, Legal
e Cosmetology, Salon, Beauty, Barber, Hair, or Massage
(Note that many of these same schools are those with missing data in the GE Informational
Rates.)

3. The information in the Scorecard was often incomplete. Numerous schools listed “no data” when
that data existed on ED’s College Navigator site. For example, numerous schools did not have
“median borrowing data” even though the school had a default rate and a significant number of
borrowers.

MISSING INFORMATION FOR SCHOOLS IN COLLEGE SCORECARD

FY 2010 INFORMATION | #Schools | # Missing Mi::ing #N“I’:;?:;g J::Ifssz'rgr_ Ave # of
COLLEGE SCORECARD in Net Price Grad% | Borrowing That Have Borr. in
SECTORS Scorecard Data Data Data CDR Data CDR Data
Community Colleges 904 1 2 97 11 242
Traditional Publics 606 6 9 13 1 437
Private NFP 1,188 15 16 79 13 18
For-Profit 308 8 14 1 1 13

4. Many schools had false and misleading information. For example, certain schools that didn’t have
FY 2010 CDRs had “0%"” instead of “No Data” in the Scorecard. This falsely implies “high quality”
and gives the impression that no students from this college defaulted.
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IMPROPERLY REPORTED & MISLEADING INFORMATION IN COLLEGE SCORECARD

FY 2010 INFORMATION # Schools with NO FY 2010 CDR # Schools with NO FY 2010 CDR
COLLEGE SCORECARD Properly Reported as “No Data” IMPROPERLY Reported as “0%” CDR
SECTORS in Scorecard in Scorecard
Community Colleges 25 108

Traditional Publics 6 6

Private NFP 44 26

For-Profit 1 4

5. After Mary Lyn Hammer began to speak up about these errors in January 2015 (with ED employees
present) the data from the College Scorecard website was mysteriously removed. Ms. Hammer has
attempted to determine the exact date that Scorecard data was removed using several companies
that archive snapshots of websites.

a. Two sites shut down when the College Scorecard URL was entered and therefore couldn’t
show anything. These were:

e https://screenshotmachine.com/

e http://snapito.com/index.html)

b. The Wayback Machine website last archived the College Scorecard site on February 13,
2015, only 2 weeks after Ms. Hammer first raised the issue of errors. The information is
available at the following link:
https://web.archive.org/web/20150213214414/http://www.whitehouse.gov/issues/educat
ion/higher-education/college-score-card.

c. Atthis time, Ms. Hammer can only verify that erroneous College Scorecard data was
available on February 13, 2015 but was deleted by March 18, 2015. Approximately 20 ED
employees were present during Ms. Hammer’s speech on February 23, 2015.

e ¥ https://www.whitehouse.gov/issues/educat

e-card O - @C [@Federal... [|Official .. 28 College ... |4 Federal .. (2 IFAP -

BRIEFING ROOM ISSUES THE ADMINISTRATION PARTICIPATE 1600 PENN

EDUCATION
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the Future

Expand to Learnmore  J,

EARLY CHILDHOOD EDUCATION FOR SUPPORT FOR ‘ REFORM FOR

LEARNING K-12 STUDENTS HIGHER ED THE FUTURE

This page can't be displayed v
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The “NEW” College Scorecard in September 2015

In September 2015, ED released a “new and improved” College Scorecard to help parents and students
make informed decisions about college choices. When it was unveiled, Ms. Hammer began to download
the Scorecard data to analyze accuracy. When Ms. Hammer attempted to review the data—she
immediately received the following message:

Error: Forbidden

Ms. Hammer finds it troubling and deeply concerning that she cannot gain access to the data used in the
College Scorecard. She has spoken to several public people and they have access to the information. If
the information is accurate, why is ED blocking Ms. Hammer from the data?

(2 Search | College Scorecard

U.S. DEPARTMENT OF EDUCATION

College Scorecard

Y Filter Results v Q Edit Search v

Error

Forbidden

Powered by College Scorecard Data | v1.4.0
U.S. DEPARTMENT OF EDUCATION

Contact Us | Notices

*150%  ~

AW e O

9/17/2015

The College Navigator Provides Comprehensive Data for All Schools

At the end of 2014, when Ms. Hammer was completing her research and analysis of publicly available
college information, she had to manually collect financial information. While ED’s College Navigator
appears to have the most comprehensive data and contains many pertinent data points, some of the
information is not clearly defined and assumptions are made in the Navigator data that may not be
accurate. For example, a college’s average student loan debt is provided in Navigator —but that data
does not come anywhere close to ED’s reported 2014 national average student loan debt of $28,400.
Because Navigator’s student loan debt amounts are significantly lower than the national average,
perhaps Navigator uses academic year amounts, not a cumulative debt amounts. Cumulative debt
amounts would be more helpful in student and lawmaker decision making.

Further, most of Navigator’s information is not readily available. A comprehensive report of all schools
(or even by sector) cannot be generated. Reports must be pulled in batches and do not contain any
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financial information - pertinent to decision making. When Ms. Hammer analyzed the data, she had to
pull batches of information for all sectors and then add financial information manually.

A Review of the College Navigator Data Shows:

e For-profit schools serve the largest population of Pell Grant (at-risk students) recipients at
62.6%. When coupled with for-profit college’ FY 2011 3-year average CDR rate of 18.9%, one
can see that for-profit college did a fantastic job of helping at-risk students make timely
payments or exercise their rights of deferment and forbearance during the worst economic
period since the Great Depression.

e Community colleges serve a lower percentage of at-risk students with 42.7% in Pell Grant
recipients. Yet community colleges have higher FY 2011 3-year average CDR rates of 20.4%.
This indicates that community colleges do a poorer job helping their students avoid default
when compared to the for-profit sector. This doesn’t mean that community colleges are bad—it
just shows that they lack the budget, staff, or focus needed to help students avoid defaults.

e The graduation rate for for-profit college is the highest of all sectors at 60.4%. The graduation
rate at public colleges is the lowest at 45.7%. Public community colleges have the lowest
overall graduation rate at 26.6%.

e When looking at Pell Grant and Federal Student Loan funds by sector, using the average
recipient amount divided by the graduation rate (or how much taxpayer money does it take for
the average graduate) one finds the following:

Community College Pell Grant Cost Per Graduate is the highest at $139.54;
Community College Student Loan Cost Per Graduate is the highest at $194.82;
For-Profit College Pell Grant Cost Per Graduate is the lowest at $64.36;
For-Profit College Student Loan Cost Per Graduate is the lowest at $117.35;

O O O O
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There are other pertinent facts from the College Navigator data:

COLLEGE NAVIGATOR PUBLIC PRIVATE NFP FOR-PROFIT COMMUNITY
DATA COLLEGES COLLEGES COLLEGES COLLEGES
Schools with FY 2011 3-year CDRs 1,581 1,557 1,714 952

Total Pell Grant & Student Loan $’s

$31,246,224,661

$15,587,083,210

$16,373,342,172

$19,629,067,128

Average Federal Funds per School

$19,763,583

$10,010,972

$9,552,708

$20,618,768

Total Pell Grant $’s

$9,677,695,371

$3,677,539,878

$5,250,647,955

$1,043,823,539

Ave % of Students with Pell Grants 38.9% 41.1% 62.6% 42.7%
Total Students with Pell Grants 2,392,605 930,037 1,350,712 2,975,387
Average Pell Grant $’s per Student S 4,045 S 3,954 S 3,887 $3,712
Average Graduation Rate 45.7% 55.6% 60.4% 26.6%
Pell Grant Cost $88.51 $71.12 $ 64.36 $ 139.54

Ave Pell Grant divided by Graduation Rate

Total Fed. Student Loan $’s

$ 21,566,132,551

$11,908,609,269

$11,121,339,552

$ 8,582,264,350

Ave % of Students with Fed. Student

51.3% 97.5% 65.8% 30.1%
Loans
Total Students with Fed. Student Loans 3,111,949 1,581,829 1,350,712 1,588,608
Average Fed. Student Loan Debt per $6,930.11 $10,506.12 $7,088.02 $'5,182.23
Student
Average Graduation Rate 45.7% 55.6% 60.4% 26.6%

Student Loan Cost

Ave Student Loan Debt divided by Grad Rate $ 151.64 $ 188.96 S 117.35 $ 194.82
FY 2011 3-year CDR (PEPS300 Data) 13.0% 7.2% 18.9% 20.4%

Estimated Dollars in Default

$ 2,803,597,232

$ 1,196,560,252

$ 1,809,461,790

$ 1,679,435,460

The data shows that for-profit college outperform all other sectors in terms graduation rate and lowest
cost to student borrowers and its loan amounts are reasonable especially considering that higher loan
amounts would be consistent with higher graduation rates.

FY 2011 College Navigator Summary

A
College Navigator Results Average Grad % verafzasr:udent *Cost per Grad %
Public Community Colleges 26.6% $5,182 $195
Public Traditional Colleges 45.7% $6,857 $150
Private NFP Colleges 55.6% $10,506 $189
For-Profit Colleges 60.4% $7,088 $117
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If the reporting, analysis, and data availability were structured so that this important information was
readily available—misinformation could be mitigated. Currently, only four data points are available in
College Navigator reports and it is very cumbersome to obtain all of this limited information.

Decisions by lawmakers, regulators, parents, and students must be based upon true data and not on
manipulated data and reporting designed to drive certain political or philosophical agendas.

Not every student wants or is prepared to go to a public college. Low-income, at-risk students generally
need more attention and more guidance from a higher education provider. This type of attention and
guidance is regularly provided at for-profit institutions.

An institution’s tax-filing status should not be a factor in measuring the quality of education. Let the
data speak for the quality. The data is available—Americans just need access to it.

Conclusion

ED’s true data demonstrates that there are MANY high-quality, high-performing for-profit colleges.

At best, the numerous, and repeated errors in ED’s “reported” sector-level performance data is
evidence of gross negligence. At worst, ED’s reporting of erroneous data is evidence of direct
manipulation aimed at advancing an agenda against for-profit institutions—an agenda that has nothing
to do with quality education.

While some schools—in all sectors—should come under higher scrutiny, most for-profit institutions
provide quality education options especially for at-risk students in fields where important job training is
needed and not being fulfilled by any other higher education sector.

So, in answer to the question of whether for-profit colleges are awful or abused?

The answer is ABUSED!
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