
February 28, 2014 

 

The Honorable Ted Lieu 

Senate Committee on Business, Professions,  

     and Economic Development Chair 

State Capitol, Room 4061 

Sacramento, CA 95814 

 

Re.  Recommendations for the Sunset Review of the California Bureau of Private Postsecondary 

Education 

 

Dear Senator Lieu: 

 

With more students enrolled in for-profit colleges in California than in any other state, adequate oversight 

of for-profit colleges and adequate protections for California’s students are of the utmost importance.  Our 

organizations appreciate the opportunity to provide feedback for the Sunset Review of the Bureau of 

Private Postsecondary Education. 

 

Since the Bureau’s creation in 2010, the evidence of problems in the for-profit college industry has 

continued to stack up.  Reports from the U.S. Senate Health, Education, Labor, and Pensions Committee 

documented widespread industry problems, with dozens of state attorneys general and multiple federal 

agencies now investigating for-profit college companies.  Just earlier this week, the Consumer Financial 

Protection Bureau filed a lawsuit against for-profit company ITT Educational Services, accusing the 

company of predatory lending.  

California is no stranger to the issues within the for-profit college industry.  California Attorney General 

Kamala Harris last October filed suit against Corinthian Colleges, accusing them of misrepresenting job 

prospects to students and investors and engaging in "unlawful, unfair and fraudulent practices." In a news 

release announcing the suit (included as an attachment to these comments), Attorney General Harris 

stated that "the predatory scheme devised by executives at Corinthian Colleges Inc. is unconscionable. 

Designed to rake in profits and mislead investors, they targeted some of our state's most particularly 

vulnerable people -- including low income, single mothers and veterans returning from combat." And 

seventeen members of California’s Congressional delegation signed a December 2013 letter to U.S. 

Secretary of Education Arne Duncan (included as an attachment to these comments) calling for strong 

regulation of career education programs, stating “More than ever, we need a rule that ends federal 

financial aid for programs that consistently leave students – our veterans, working parents, and other 

Americans struggling to build new lives – without decent incomes and with insurmountable debt.” 

Our organizations submit the following recommendations for your consideration: 

1. Strong state oversight must include all private postsecondary schools and, to efficiently 

allocate state resources and reduce burden on schools, focus monitoring and enforcement 

activities on those schools that appear to pose the highest risk to students.  To stratify schools 

for varying levels of oversight, we urge the use of information about college performance rather 

than the categorical exemptions currently in place.  Exempting schools from state oversight based 
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solely on their regional accreditation at the same time Attorney General Harris is suing WASC-

accredited Heald College’s parent company Corinthian Colleges makes no sense.  Instead, 

California could use criteria such as: colleges’ cohort default rates as calculated by the U.S. 

Department of Education; whether schools that recently changed ownership or control, or 

consolidated campuses; the share of college revenue derived from federal financial aid (e.g., the 

“90/10 rule”); and whether schools have been subject to legal and/or regulatory actions by states 

or the federal government.  The Fashion Institute of Design & Merchandising’s recent letter to the 

California Student Aid Commission (included as an attachment to these comments) notes that 

these “verifiable standards of quality” are “often used as reasonable proxies for educational 

quality at for-profit institutions.”   

 

To be effective and sufficient, state oversight must include adequate state complaint investigation 

and tracking processes, targeted audits of disclosures, and targeted unannounced inspections.  As 

the need for specific oversight activities will vary over time, the Bureau must have the flexibility 

needed to allocate resources appropriately. 

 

2. Disclosures to prospective students must be improved and reach students prior to 

enrollment.  Legislation authored by now-Senator Marty Block and signed by Governor Jerry 

Brown in 2012 included important improvements to student disclosures, but more can be done.  

Specifically, this bill (AB 2296) did not define a comparable job placement rate for colleges to 

calculate, deferring to the Bureau to do so, and did not specify that the rate must include as 

employed only those graduates who were employed for a minimum period of time at a single job.  

This is of particular relevance now, given that the Attorney General’s complaint against 

Corinthian Colleges highlighted the problematic nature of counting temporary jobs as short as 

one day in duration as job placements.   Additionally, colleges should be required to disclose the 

schools with which it has articulation agreements, and that, in the absence of an articulation 

agreement with a particular school, students should presume that credits earned will not transfer 

to that school.  To aid in the development of accurate and comparable disclosures, barriers to 

safely linking college data and other state data should be removed.  For example, linking 

colleges’ student-level data to state workforce data could shed light on students’ employment and 

salary outcomes.  

 

3. Schools must not enroll students in programs from which there are known impediments to 

employment.   These impediments may exist at the program level, if programs purporting to 

prepare students for employment do not meet the educational requirements to qualify a student to 

take a certification or licensing exam, to obtain a certification or license, or to satisfy employment 

criteria generally required in California.  They may also arise for individual students, such as 

when schools enroll students with criminal records in programs preparing students for 

occupations that exclude people with criminal records, as the Harris School of Business has been 

accused of doing. (A New York Times article on a federal lawsuit against Harris and its parent 

company is included as an attachment to these comments.) Such enrollment should be prohibited 

by the state as a matter of consumer protection. 
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4. Expand student relief provisions to provide more meaningful protection for students 

harmed by schools.  Student relief should be expanded to ensure adequate protection for all 

students enrolled in covered institutions.  Currently, only students who pay into the Student 

Tuition Relief Fund (STRF) may file a claim for relief, but the fund size is capped and is 

currently near its limit.  This may preclude students from paying into the fund, in turn precluding 

harmed students from seeking needed relief.   Also, given that the federal government has 

recently expanded allowable student loan discharges to help students enrolled up to 120 days 

prior to a school’s closure, the Bureau should similarly expand its own timeframe, generally 30 

days currently, for students to file STRF claims. Additionally, current Bureau rules do not allow 

for students to seek relief for costs paid by third parties, including time-limited state Cal Grants 

and federal Pell Grants. With strict time limits on students’ receipt of these grants (including 

recently tightened limits for Pell Grants), students’ use of their grants at schools that later close 

constitutes a significant economic loss to those students. STRF funds should be available to 

mitigate these losses by putting funds aside for students’ subsequent enrollment in other 

institutions, so that their wasted Cal Grants and Pell Grants do not represent wasted opportunity.  

We thank you for your leadership on this issue, and for the opportunity to provide feedback to this 

process.  We look forward to remaining engaged throughout the reauthorization process to ensure that the 

needs of students and consumers do not take a backseat to the demands of the industry. 

Sincerely, 

American Association of State Colleges and Universities (AASCU) 

California Competes: Higher Education for a Strong Economy 

Center for Responsible Lending 

Children Now 

Children’s Law Center of California 

Consumer Action 

Consumer Federation of California 

Consumers Union 

East Bay Community Law Center 

National Consumer Law Center (on behalf of its low-income clients) 

Public Advocates Inc. 

Public Counsel 

The Education Trust 

The Education Trust - West 

The Institute for College Access & Success 

Veterans Education Success 

Young Invincibles 

 

 

 

Cc:   Hon. Susan Bonilla, Assembly Business, Professions and Consumer Protection Committee Chair 

Hon. Carol Liu, Senate Education Committee Chair 

 Hon. Das Williams, Assembly Higher Education Committee Chair 
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Attorney General Kamala D. Harris Files Suit in Alleged For-Profit
College Predatory Scheme

Thursday, October 10, 2013

Contact: (415) 703-5837

SAN FRANCISCO -- Attorney General Kamala D. Harris today filed a lawsuit against Corinthian Colleges, Inc. (CCI)

and its subsidiaries that operate Everest, Heald and WyoTech colleges for false and predatory advertising,

intentional misrepresentations to students, securities fraud and unlawful use of military seals in advertisements.

The complaint alleges that CCI intentionally targeted low-income, vulnerable Californians through deceptive and

false advertisements and aggressive marketing campaigns that misrepresented job placement rates and school

programs. CCI deployed these advertisements through persistent internet, telemarketing and television ad

campaigns. The complaint further alleges that Corinthian executives knowingly misrepresented job placement rates

to investors and accrediting agencies, which harmed students, investors and taxpayers.

“The predatory scheme devised by executives at Corinthian Colleges, Inc. is unconscionable. Designed to rake in

profits and mislead investors, they targeted some of our state’s most particularly vulnerable people—including low

income, single mothers and veterans returning from combat,” Attorney General Harris said. “My office will continue

our investigation into the for-profit college industry and will hold accountable those responsible for these illegal,

exploitative practices.”

According to Harris’ complaint, CCI’s predatory marketing efforts specifically target vulnerable, low-income job

seekers and single parents who have annual incomes near the federal poverty line. In internal company documents

obtained by the Department of Justice, CCI describes its target demographic as “isolated,” “impatient,” individuals

with “low self-esteem,” who have “few people in their lives who care about them” and who are “stuck” and “unable to

see and plan well for future.”

According to the complaint, CCI advertised job placement rates as high as 100% for specific programs when, in some

cases, there is no evidence that a single student obtained a job during the specified time frame. The complaint

further alleges that CCI runs millions of online and mobile ads offering ultrasound, x-ray, radiology, and dialysis

technician programs at their California campuses—when, in fact, CCI does not offer those programs. CCI’s call

center agents are disciplined if they tell callers that CCI does not offer these programs. Additionally, according to the

complaint, CCI includes official Army, Navy, Air Force, Marine Corps, and Coast Guard seals in mailings and on web

sites without authorization and in violation of California law.

The complaint alleges that CCI committed securities fraud by reporting a nationwide job placement rate of 68.1% in

presentations to investors, when senior executives knew this percentage was false. The complaint describes internal

audits emailed to CCI executives that show job placement data error rates between 53% and 70%. The complaint

references an email from a CCI executive which explains that in 2011, two Everest College campuses (Hayward and

San Francisco) paid a temporary employment agency “to place students to meet the accreditation deadline and

minimum placement %.” The complaint also states that CCI double-counted job placements and failed to maintain

required records of reported job placements.
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According to a recent CCI securities filing, the average tuition for a CCI associate’s degree is $40,000 and the

average tuition for an online CCI associate’s degree is $34,000.  The average tuition for CCI’s non-degree

healthcare programs is $17,000.

CCI is based in Santa Ana and currently operates 24 Everest, Heald and WyoTech campuses in California, 111 total

campuses in North America and three online programs. Out of the 81,000 students who attend CCI colleges,

approximately 27,000 (33%) are in California.

CCI is a publicly traded corporation with assets of over $1 billion. Federal funds account for almost all of CCI’s

annual revenue.

In July 2013, Attorney General Harris filed a separate lawsuit in Sacramento Superior Court to enforce an

investigative subpoena against Bridgepoint Education Inc., operator of Ashford University, as part of an investigation

of that company’s practices.

Current or former CCI students who wish to file a complaint can contact the Attorney General’s Office at:

http://oag.ca.gov/contact/consumer-complaint-against-business-or-company

Resources for current or former CCI students are available at: oag.ca.gov

A copy of the complaint is attached to the electronic version of this release at: http://oag.ca.gov/news

# # #

Attachment Size

 Complaint, filed stamped.pdf 7.03 MB
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