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EXAMINING MID-SEMESTER SCHOOL
CLOSURES IMPACT ON STUDENT VETERANS

Wednesday June 19, 2019

COMMITTEE ON VETERANS’ AFFAIRS,
U. S. HOUSE OF REPRESENTATIVES,
Washington, D.C.

The Subcommittee met, pursuant to notice, at 10:30 a.m., in
Room 210, House Visitors Center, Hon. Mike Levin [Chairman of
the Subcommittee] presiding.

Present: Representatives Levin, Rice, Brindisi, Pappas, Luria,
Lee, Cunningham, Bilirakis, Bergman, and Banks.

OPENING STATEMENT OF MIKE LEVIN, CHAIRMAN

Mr. LEVIN. Good morning, everybody. I call this hearing to order.
Thank you for bearing with our delay. We had a name card issue,
WhichdI think we are fixing. I think the name card is coming, this
is good.

I want to welcome everybody to today’s Subcommittee on Eco-
nomic Opportunity hearing, “Examining the Effect of School Clo-
sures on our Student Veterans.”

Now, we will discuss how the Department of Veterans Affairs
and the Department of Education can prevent students from being
abused and taken advantage of, which includes tracking schools
that are vulnerable to closure. And when schools do close, Congress
and the VA must do all we can to make affected veterans whole;
that is why we are here.

I am pleased we have both the VA and the Department of Edu-
cation joining us today. We even got the name placard right. Thank
you. And I would like to make clear from the beginning, I believe
both agencies have a long way to go in protecting our students’ vet-
erans.

The VA must better monitor schools and act when they are using
deceptive practices to abuse veterans and take advantage of their
GI Bill benefits. And, as prospective students’ veterans make key
decisions about their education, the VA must more fully educate
them about the quality of education that schools are offering, so
they can avoid problematic institutions. Our work will not be com-
plete until every student veteran is informed in their choices and
earns an education that is valued in their chosen field.

And the Department of Education must use its robust data col-
lection to crack down on bad actors throughout the system. I am
extremely concerned that Secretary DeVos has undermined Federal
protections to hold predatory for-profit schools accountable; I am
worried that we are going in the wrong direction. This includes the
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Gainful Employment and Borrower Defense rules, two of the best
tools to defend students against fraud in higher education.

According to a 2017 analysis of Education Department data, for-
profit colleges accounted for more than 98 percent of Borrower De-
fense claims, but only 10 percent of enrollment. Think of that, 98
percent of the claims from only 10 percent of the enrollment.

We expect the Department of Education to enforce tough stand-
ards on institutions of higher learning, because when students are
defrauded by schools, the process of starting over is time-con-
suming and incredibly difficult. You don’t want that to happen.

Between 2014 and 2018, about 22,000, 22,000 GI Bill recipients
were enrolled at for-profit colleges when they shut down. These
students are often left unable to transfer their credits. Twenty two
thousand people that served their country unable to transfer cred-
its.

Last Congress, due to the severe impact on student veterans, this
Committee was forced to act, ultimately providing over $300 mil-
lion in relief. And in no way is this problem behind us, let’s make
that clear. Countless schools are expected to close or go bankrupt
in the coming years. So we know that to be true. So we have to
prevent students from experiencing the worst of this, the worst of
these school closures, and we have got to help them if they find
themselves in the same position that some of our witnesses here
today have experienced. That is why our work here today is so
critically important.

Mr. LEVIN. With that, I would like to recognize my friend Rank-
ing Member Bilirakis for 5 minutes for any opening remarks he
may wish to make.

OPENING STATEMENT OF GUS M. BILIRAKIS, RANKING
MEMBER

Mr. BILIRAKIS. Thank you, Mr. Chairman, and thanks for ad-
dressing this issue. Thanks for having this hearing. And, again,
thank you for joining us at this hearing.

It saddens me that we must be here today, and it saddens me
to hear the stories of how school closures have continued to impact
student veterans’ dreams of earning their degree.

School closures are something that we all must try to avoid; how-
ever, they don’t happen in a vacuum and we should ask ourselves
what caused a school to close in the first place. Is it due to the in-
creased costs associated with complying with over-burdensome reg-
ulations and requirements? Is the school closing due to market
pressures or simply bad management? Whatever the reason, we
must do what we can to limit the impact of these closures on stu-
dent veterans and taxpayers.

In the Forever GI Bill, Congress did extend new protections for
student veterans who are impacted by school closures, but we can
do more, and I know my Chairman feels the same way. I am con-
vinced that once appropriate mandatory offsets are identified, we
should provide full restoration of entitlement to students whose
school closed in the middle of the semester and who are unable to
transfer their credits to another institution. At the very minimum,
we should do that.



3

Section 109 of the Forever GI Bill did authorize full restoration
to certain veterans, notably for students from ITT Tech and Corin-
thian College, but not for current students due to cost constraints.

Mr. Chairman, my staff has begun working on a bill to extend
full restoration, as well as to get to the heart of how these students
were affected in the first place. As the old saying goes, an ounce
of prevention is worth a pound of cure, and the other sections of
the bill I am working on would try to prevent student veterans
from getting caught up in these closures in the first place.

The bill would memorialize the best practices found in VA’s Prin-
ciples of Excellence, which good schools already meet, by putting
them in statute and making adherence to these principles a re-
quirement for the GI Bill approval.

The bill would also require additional coordination of enforce-
ment activities between the Department of Education, VA, and the
state approving agencies. While an action by one of these entities
shouldn’t force an action by another, we should require that an en-
forcement action trigger a review of a school or program.

I do not believe we need new burdensome regulations or require-
ments on the books to prevent school closures, we just need to do
a better job enforcing the ones we already have. That is why I be-
lieve that enhanced coordination between these agencies is a crit-
ical piece in the protection of student veterans.

I am just beginning to work on this bill, and I would like to
thank Veterans Education Success and other veterans’ groups for
their suggestions. I would certainly welcome the Chairman and
other Members of the Committee; I welcome their ideas and
thoughts as we move forward with the bill.

As I said at the beginning, Mr. Chairman, it saddens me that we
must be here today, and I hope we can come out of this hearing
with solutions and not pointing fingers. And I know you are not
that type of guy, you are a solution-oriented guy, and I appreciate
it very much. That is why I like working with you. And this is a
real problem throughout our country, these school closures, and it
is affecting our veterans.

We must remember, again, that school closures impact students
no matter if the school was public, non-profit, or for-profit. We
must work together and do the right thing for our veterans, and
not worry about the political agenda, and I know we are going to
do the right thing here.

I look forward to hearing from our witnesses today. Thank you
for being here and I appreciate it so very much.

And I yield back, Mr. Chairman.

Mr. LEVIN. Thank you, Mr. Ranking Member. And I appreciate
those comments and I think we share the same desire, which is to
figure out the best path forward to solve the problem. And some
of the stories we have heard from our veterans that have faced
these closures are heartbreaking. So we are all on the same page
with regard to that.

And we have got a great group joining us today to discuss and
address some of these issues. We have Ms. Charmain Bogue, the
Executive Director—not Acting Executive Director, so congratula-
tions on your confirmation—for Education Service at the U.S. De-
partment of Veterans Affairs. Ms. Robin Minor, Deputy Chief Oper-
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ating Officer for Partner Participation and Oversight of Federal
Student Aid at the Department of Education. That is quite a title,
that is very good. Ms. Melissa Emrey-Arras, Director for Education,
Workforce and Income Security at the U.S. Government Account-
ability Office. Thank you for being here. And Mr. Joseph Wescott,
National Legislative Liaison for the National Association of State
Approving Agencies. Thanks for being here.

I am also glad that some of our veterans who were willing to tell
their stories did so on the record. The stories were heartbreaking
and I think we all know the impact, the real-world impact of the
decisions that we all make and the things that we discuss on this
Subcommittee today are having on veterans’ lives.

With that, I look forward to your opening statements, and I
would like to begin by recognizing Ms. Bogue for 5 minutes.

STATEMENT OF CHARMAIN BOGUE

Ms. BOGUE. Good morning, Chairman Levin, Ranking Member
Bilirakis, and Members of the Subcommittee. I appreciate the op-
portunity to discuss the effects of permanent school closure on stu-
dent veterans who are using VA education benefits.

VA is aware of the impacts school closures have had on thou-
sands of student veterans actively attending classes. For example,
in April 2015, Corinthian College closed its 28 remaining schools
and subsequently filed for bankruptcy. In September 2016, ITT
Technical Institute closed between terms, impacting the plans of
about 11,000 student veterans. Most recently, 18 Art Institute and
Argosy University campuses approved for GI Bill benefits closed in
March of this year, and VA identified over 1700 student veterans
who may have been affected by these closures.

VA relies on its partnerships with state approving agencies to
formally notify VA of a school closure. VA contacts impacted stu-
dents within 5 days of a school closure notification to provide infor-
mation on the qualifications for restoration of benefits and instruc-
tions on how to make restoration of benefits. The information is
also made available on the GI Bill website.

For qualifying closures and disapprovals, Section 109 of the
Colmery Act authorizes VA to restore some, if not all entitlement.
This provision now gives VA the authority to extend Post-9/11 GI
Bill housing allowance payments when a school closes or is dis-
approved during an active term. VA formed a dedicated team in
the Muskogee Regional Office to process these cases.

As of June 18, VA restored more than 16,000 months of entitle-
ment for approximately 2,000 beneficiaries who attended schools
closed prior to August 16, 2017, and restored nearly 1500 months
of entitlement for over 550 beneficiaries who attended schools
closed on or after August 16, 2017.

Additionally, over $700,000 of monthly housing allowance bene-
fits were paid to student veterans.

VA maintains a close working relationship with Department of
Education, the Department of Justice, the Department of Defense,
the Consumer Financial Protection Bureau, and the Federal Trade
Commission. Together, these Federal entities establish a strategy
for sharing information through independently developed processes
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and tools that provide tailored information related to graduation
rates, tuition costs, and academic programs.

For example, VA and ED had an open communication where ED
reached out to VA prior to the ECA closure. However, VA still has
limited legislative authority to take action against the school to
protect students prior to a school closure. VA only has the author-
ity to gather allegations, keep students informed of the current
state of a school, and refer issues to other offices such as FTC and
VA'’s Office of Inspector General.

SAAs also have limited authority for suspension or withdrawal
actions for certain concerns related to accredited schools. For exam-
ple, financial stability is an approval requirement for non-accred-
ited programs, but is not in the statutory provisions covering the
approval of accredited programs. As we have seen, a number of
large schools closed over the last several years.

VA has taken a more proactive approach to get information out
to students enrolled in at-risk schools. Specifically, VA alerted stu-
dents by putting caution flags on the VA GI Bill Comparison Tool
indicating when a school has been designated for heightened cash
monitoring or may lose approval for Federal student aid. VA con-
tinues to look for ways to improve the GI Bill Comparison Tool to
provide up-to-date, robust information to student veterans.

In addition, VA utilizes direct email campaigns and social media
platforms to provide information and resources to potentially-im-
pacted student veterans.

Also, I would like to take this opportunity to thank our VSO
partners for their assistance in getting the word out and assisting
student veterans in need.

Thank you, Chairman Levin and Ranking Member Bilirakis, for
the opportunity to address the effects of permanent school closures
on student veterans using their VA education benefits.

This concludes my testimony and I look forward to answering
any questions you or the Members of the Committee may have.

[THE PREPARED STATEMENT OF CHARMAIN BOGUE APPEARS IN THE
APPENDIX]

Mr. LEVIN. Thank you, Ms. Bogue.
I would now like to recognize Ms. Minor for 5 minutes.

STATEMENT OF ROBIN MINOR

Ms. MINOR. Good morning. Chairman Levin, Ranking Member
Bilirakis, Members of the Committee, thank you for the oppor-
tunity to appear before you today on behalf of the U.S. Department
of Education, Office of Federal Student Aid.

Our veterans and their families represent the best of this coun-
try, and the education benefits they receive as a result of their
service are hard-earned and well-deserved. Veterans are not lim-
ited in using their benefits at institutions that participate in Title
IV or are accredited; however, we know that for many veterans
they view Title IV participation and accreditation as a stamp of ap-
proval that allows them to invest wisely in programs that will meet
their needs. Therefore, while Title IV and Veterans Affairs benefits
programs are operated independently, there is considerable overlap
between the population of students served.
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I would now like to address the Department’s role in monitoring
and our activities related to school closures.

Some college closures are well planned and orderly, meaning the
institution provides an opportunity for currently-enrolled students
to complete their programs through a teach-out or transfer to a
comparable program at a similar institution. Others’ precipitous
closures are highly disruptive to students and may leave them un-
able to complete their program or earn a credential.

With respect to Federal student loans, students who do not com-
plete their program of study because the school closed while they
were enrolled, or who recently withdrew from the institution and
who do not complete the program of study at another institution,
are entitled to a closed-school loan discharge of their Federal loans
associated with the enrollment at the closed school.

The Department also restores eligibility for students who receive
Pell Grants during their enrollment at the closed school. Moreover,
we recently implemented regulations issued in 2016 that provide
closed-school discharges for borrowers automatically without an ap-
plication.

While the Department may end an institution’s participation in
Title IV, it does not have the authority to close an institution or
to prevent it from offering educational opportunities to students.
When warranted, the Department may place an institution under
heightened cash monitoring to restrict an institution’s ability to
draw down Federal Title IV funds. This step enables the Depart-
ment to provide additional oversight of a variety of Federal or fi-
nancial compliance issues. Heightened cash monitoring coupled
with additional oversight helps safeguard taxpayer funds and pro-
mote institutions’ proper stewardship of the Federal student finan-
cial aid programs, thereby protecting the interests of the Nation’s
students, including those who are veterans.

The Department’s tools to identify financially unstable institu-
tions primarily depends upon the institution’s financial composite
score, which is designed to measure the financial health of an insti-
tution. Institutions that fail the composite score test are required
to post letters of credit that provide the Department with a guaran-
teed source of funds to pay an institution’s liability stemming from
improperly disbursed Federal student aid. The Department cannot
always predict how an institution will respond to certain sanctions
and it cannot always predict which institutions will close. In many
cases, institutions have operated for years despite being subject to
heightened cash monitoring.

The Department takes quick action when an institution closes to
provide students and related regulatory agencies with the most ac-
curate and timely information possible. Among other things, the
Department makes every effort to work with school officials, as
well as the school’s state authorizing agencies and accreditors, to
understand and communicate the school closures process. We post
fact sheets and other information to studentaid.gov/closures. We
work as closely with all impacted state agencies and accreditors
and, where possible, we participate in transfer fairs intending to
help students understand their options, and we issue emails to im-
pacted students to provide information about their options and di-
rect them to resources designed to assist them.
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When working through these steps, the Department considers
the VA to be a critical partner and routinely includes the VA in
outreach and information-sharing efforts. We have enjoyed a coop-
erative and collaborative relationship with our Federal colleagues
at VA, and we look forward to continuing our partnership.

The Department of Education embraces the responsibility to
have student veterans navigate the higher education system;
stands ready to work with Congress, the VA, and other agencies on
initiatives that put students, including student veterans first.

Thank you for the opportunity to testify. I look forward to an-
swering your questions.

[THE PREPARED STATEMENT OF ROBIN MINOR APPEARS IN THE AP-
PENDIX]

Mr. LEVIN. Thank you, Ms. Minor.
I now recognize Ms. Emrey-Arras for 5 minutes.

STATEMENT OF MELISSA EMREY-ARRAS

Ms. EMREY-ARRAS. Good morning. Chairman Levin, Ranking
Member Bilirakis, and Members of the Subcommittee, I am pleased
to be here today to discuss the effect of school closures on student
veterans. My remarks will focus on three issues: one, the distribu-
tion of Post-9/11 GI Bill tuition and fee payments among schools;
two, the outcomes of students at schools that receive the most pay-
ments; and, three, how school closures can affect student veterans.

Nearly 700,000 student veterans received Post-9/11 GI Bill bene-
fits to attend almost 6,000 schools in 2017. We found that VA paid
about 40 percent of the money to public schools, 30 percent to non-
profit schools, and 30 percent to for-profit schools.

A relatively small number of schools received a large share of
Post-9/11 GI Bill payments. In 2017, the 50 schools that received
the highest amount of payments accounted for over 30 percent of
all such benefits. These 50 schools consisted of 14 public, 16 non-

rofit, and 20 for-profit schools. The 50 schools received between

511 million and $191 million each in payments, and enrolled hun-
dreds or thousands of student veterans with GI Bill benefits. In
contrast, most school’s student veterans attended enrolled fewer
than 15 veterans with Post-9/11 GI Bill benefits.

Moving on to student outcomes. We found that the outcomes at
the 50 schools that received the most Post-9/11 GI Bill tuition and
fee payments were on the whole generally comparable to the na-
tional average. Since available data on student veteran outcomes
is currently limited, we analyzed outcome measures for the broader
student populations at each school. We found that the average 4-
year program graduation rate at the top-funded schools was 61, the
same as the national average. However, outcomes varied by sector.
For example, these graduation rates were 73 percent at the public
schools, 66 percent at the non-profit schools, and 22 percent at the
for-profit schools in the top-funded school group.

Now turning to school closures. Although a relatively small num-
ber of schools close each year, these closures can affect thousands
of student veterans. In 2017, we reported that about 95 schools
closed in school year 2015-'16, which was higher than in previous
years, primarily due to a rise in for-profit school closures.
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Schools can close in different manners and for a variety of rea-
sons, including declining enrollments, financial problems, loss of ac-
creditation, and legal actions. When a school ceases operations in
an orderly process over several months, it gives students time to
complete their current school term and make arrangements to
transfer and continue their education at another school. The effect
of school closures is often worse, however, when the closures occur
abruptly with little or no advance warning, because these schools
generally do not have time to establish transfer arrangements that
allow students to easily continue their education at another school.

For example, more than 7,000 veterans receiving Post-9/11 GI
Bill benefits were attending schools operated by Corinthian Col-
leges and ITT when they abruptly closed in 2015 and ’16. More re-
cently, closures at Education Corporation of America in 2018 and
Dream Center Education Holdings in 2019, which operated several
schools under multiple brands, including Argosy University and
several campuses of The Art Institutes, affected tens of thousands
of students, including thousands of Post-9/11 GI Bill recipients.

Although veterans affected by school closures may qualify to
have their GI Bill benefits restored, these closures can create hard-
ships for these veterans. For example, veterans can face challenges
transferring credits and continuing their education at a new school.
This may make it more difficult for veterans to complete their de-
grees before exhausting their benefits.

Many student veterans are also trying to balance school with
family and work obligations, or dealing with the effects of combat-
related physical and psychological injuries. When a school closes,
the burden of finding and enrolling in a new school may be espe-
cially difficult for these veterans. School closures also pose a finan-
cial risk for the Government and taxpayers due to the costs associ-
ated with restoring benefits.

VA restores Post-9/11GI Bill benefits to eligible veterans affected
by school closures and, moreover, many student veterans also re-
ceive Federal Student Aid grants or loans from Education, and
school closures can result in hundreds of millions of dollars in fi-
nancial losses for the Government and taxpayers.

As the number of school closures increases, the risks associated
with these closures are significant for student veterans, their fami-
lies, and the Government.

Thank you.

[THE PREPARED STATEMENT OF EMREY-ARRAS APPEARS IN THE AP-
PENDIX]

Mr. LEVIN. Thank you.

I would now like to recognize Mr. Wescott for 5 minutes. Mr.
Wescott, could you hit the microphone button?

Mr. WESCOTT. Ah.

Mr. LEVIN. There we go. Perfect. Thank you.

STATEMENT OF JOSEPH WESCOTT

Mr. WESCOTT. Good morning. Chairman Levin, Ranking Member
Bilirakis, and Members of the Subcommittee on Economic Oppor-
tunity, I am pleased to appear before you today on behalf of the
member agencies of the National Association of State Approving
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Agencies and appreciate the opportunity to provide comments to
this Committee pertaining to the impact of mid-semester school clo-
sures on student veterans, and particularly how we can work to-
gether with Federal and state agencies to protect students from
substandard programs and predatory practices.

I am accompanied today by our Legislative Committee Vice
Chair, Ms. Trish McGowan.

Shortly after passage of the Servicemen’s Readjustment Act of
1944, Congress recognizing it was the responsibility of the states
within our Federal system of government to oversee the education
of its citizens, required that each state establish a state approving
agency. These state agencies were to establish standards for and to
approve programs of education in which eligible individuals could
use GI Bill benefits.

Over time, SAAs have evolved to become the primary means of
assuring institutional accountability. Federal law is clear that
SAAs are the primary governmental body through which approval
of education and training for veterans’ educational benefits is to
occur. Today, 51 SAAs in 48 states, as well as the District of Co-
lumbia and the Territory of Puerto Rico, composed of approxi-
mately 215 professional and support personnel, are supervising
well over 14,000 active facilities. SAAs work in collaboration with
the VA and our other partners to promote and safeguard quality
education and training programs for veterans and other eligible
persons, and assist the VA in preventing fraud, waste, and abuse
in the administration of the GI Bill.

NASAA believes the primary responsibility and focus of the SAAs
is and should continue to be program approval. In 2018 alone,
SAAs across our Nation approved almost 195,000 programs of edu-
cation and training at universities, colleges, and training institu-
tions. We do this through an approval process that allows us to
carefully evaluate many factors, including curriculum, instructors,
policies, facilities, and advertising.

In 2011, with the implementation of Section 203 of Public Law
111-377, we began assisting VA with their requirement to perform
compliance survey visits at SAA-approved institutions. An unin-
tended consequence of Section 203 has been a diminution of the
ability of SAAs to devote adequate time to approvals and robust
oversight to ensure student veterans are being provided quality
education and training.

Prior to 2011, SAAs generally visited in excess of 80 percent of
all institutions with approved programs in their states annually.
Today, most SAAs visit less than 25 percent of these institutions.

To address these negative consequences and refine the SAA’s
role, we believe that SAAs should primarily conduct risk-based sur-
vey visits as mandated by Congress in the Colmery Act. This will
allow us to better identify schools that are at risk of closure due
to substandard programming, fraudulent advertising, or improper
practices. By performing robust risk-based surveys, in conjunction
with ongoing risk assessments as part of the approval function, we
would gain the ability to better protect veterans by identifying
high-risk behavior at institutions we approve.

We also believe the time has come to work with our VA and VSO
partners, and of course Congress, to look at ways we can enhance
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and strengthen approval requirements. We need to look more rigor-
ously at accreditation issues, enrollment practices, and, where pos-
sible, employment data. As trained educators, we are best suited to
provide this important, rigorous oversight and in-depth evaluation.
Though we maintain the approval of non-federal programs is cor-
rectly vested in the states, we do believe the VA should ensure
states are properly protecting the integrity and independence of
SAAs, and ensuring Federal funds are properly expended.

Mr. Chairman, today, 51 SAAs composed of approximately 215
personnel are diligently working to protect the GI Bill, and provide
for a better future for our veterans and their families, who have
sacrificed so much for this great Nation.

I thank you again for this opportunity and I look forward to an-
swering any questions that you or Committee Members may have.

[THE PREPARED STATEMENT OF JOSEPH WESCOTT APPEARS IN THE
APPENDIX]

Mr. LEVIN. Thank you, Mr. Wescott. Thanks to all of our wit-
nesses for your opening statements and for your very helpful writ-
ten testimony as well.

With that, I would like to recognize myself for 5 minutes to begin
the question portion of the hearing. The title of today’s hearing, as
you may have seen, is “Examining Mid-Semester School Closures
Impact on Student Veterans.” So I would like to begin with a ques-
tion to address just that.

Ms. Bogue, does the VA monitor the impact of school closures on
veterans and, if they do, what metrics do you use? Do they include
associated costs to those veterans? And how does VA react and act
upon those metrics to the extent that they are calculated?

Ms. BOGUE. So, thank you for that question. So we actually do
monitor in terms of school closures, when the school closes, exactly
what is going on with the veteran; how much benefits have they
utilized at that particular program, how much time have they
spent at that program, as well as the benefits that we have re-
stored to that individual.

I will tell you, a common concern from students is that right now
we only have the authority to restore benefits for that particular
term, versus giving them back the benefits for the entire time that
they have spent at that school to utilize those benefits at some
other school.

Mr. LEVIN. So you have said, and I have heard this a few times,
that VA has no authority to enforce against predatory schools.
Could you expand on the limitations, whether they be statutory, ju-
risdictional, or otherwise, that prevents VA from taking actions to
prevent and address the school closures?

Ms. BOGUE. So a great example is the recent closures of—or the
recent Title IV being revoked for the ECA schools, the Art Insti-
tutes and the Argosy Universities, that is a great example. Title IV
was revoked, the Department of Ed notified us that they revoked
the Title IV; however, we have no authority to go in and remove
GI Bill approval from those schools. So that is a great example of,
if there was some connection there for us to go in and take a simi-
lar action, then we could protect students sooner in the process,
versus waiting for a school to slowly die out.
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Mr. LEVIN. So what you are saying is that VA is limited in its
control over state approving agencies as well, but as I understand
it, in some situations VA has actually overridden SAA decision-
making.

So I would like to ask Mr. Wescott if you agree with Ms. Bogue’s
assessment?

Ms. BOGUE. Well, I would certainly agree in the sense that the
primary responsibility for approval rests with the SAAs. And I
would also refer to a case which happened in South Carolina where
we had a law school that was put under monitoring for its accredi-
tation, and the SAA there leaned forward and took action to sus-
pend that school. There were other things going on as well.

I certainly understand the constraints that we face in suspending
or moving against a school, but of course the VA does have the au-
thority to suspend enrollment if there is a question, if they can do
that within—if they can find grounds for doing that, and that
would be an effective tool to move against institutions.

It does concern me that Title IV could be removed, and a school
Woulduremain approved, that would be of concern for us at our level
as well.

Mr;) LEVIN. Ms. Bogue, do you generally agree with that assess-
ment?

Ms. BOGUE. I generally agree with that assessment. I will also
state that we have not been in the business of overriding an SAA’s
decision on an approval, we don’t have that authority to do so, but
if we have concerns with a particular approval, we will address
that with an SAA to ask them to reconsider when they bring an
approval package our way. But at the end of the day, if they state
that they feel this is a sound approval, then we still move forward
with approving that school. The only authority that we have is as
it relates to disenrollment’s for the student, which is unfortunate
that it would have to come to that.

Mr. LEVIN. Ms. Bogue, if you could wave a wand and magically
have that authority, is that something that you think would be
helpful to our student veterans?

Ms. BOGUE. I think it is something we would be happy to talk
with you more about in terms of the implications and impacts, in
terms of the roles of state approving agencies, as well as the role
of VA when it comes to approval of programs.

Mr. LEVIN. All right. I look forward to that conversation.

Mr. Wescott, a different question for you. You have a lot of these
institutions, the for-profit in particular, that are doing a lot of
things online and are based in multiple states. Could you explain
how SAAs coordinate approval of these types of institutions that
have multiple states involved?

Mr. WESCOTT. Certainly. Some of it, of course, Mr. Chairman, is
informal. SAA directors know one another, SAA directors work to-
gether; we inform one another of issues that may be occurring
within our state because we know that campus is in another state.

Generally, distance learning is approved in the state from which
it originates if it is an online institution, and so that SAA is re-
sponsible for that approval. But we of course do coordinate through
our various committees and through our regular calls to make sure
that we are aware of what is going on in that state that would im-
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pact institutions within our state as well. It is challenging to over-
see that online community.

Mr. LEVIN. My last question, because I am out of time. Is there
one particular state where most of these online institutions are
based or is it sort of all over the country?

Mr. WEscoTT. It is sort of all over the country. And of course
then there are cases where you have got an institution that is—
has a bricks-and-mortar campus and they are offering training
there, but then they have a large online contingent as well, and so
that presents a different challenge as well.

Mr. LEVIN. Got it. I appreciate your answers to my questions.
And, with that, I will recognize the Ranking Member for 5 minutes.

Mr. BILIRAKIS. Thank you very much, I appreciate it very much,
Mr. Chairman.

Again, Mr. Wescott, you just talked about the brick-and-mortar,
we have a particular school, a non-profit school in my district that
has a large number of veterans that actually attend classes brick-
and-mortar, but they also have a vast online program. So what is
the percentage of schools or how many schools, for example, you
know, have that practice, and how successful are they?

Ms. BoGUE. Well, Congressman, I couldn’t give you an exact per-
centage; I wish I could. I can tell you from my experience in work-
ing in higher education that many institutions are moving into the
online area. As the Chair of the Veterans Committee on Education,
the advisory committee, that is one of the things that we are look-
ing at is the expansion of online learning and giving veterans ac-
cess to quality online learning.

So it is a challenge for SAAs, but it has worked well in many
cases in that, where that main campus is housed, that is the SAA
that oversees all of that activity. But I would say that, even though
I don’t know the exact percentage, that that percentage is growing,
because online learning is the way of the future and it is a valuable
method of delivering education, as long as the quality is there, and
it meets all the accreditation standards.

Mr. BILIRAKIS. I appreciate that. Thank you.

Next question for Ms. Bogue. What is examined in a VA compli-
ance survey, what real value do these bring to students as com-
pared to other types of reviews?

Ms. BOGUE. Thank you. So that is a great question. So a compli-
ance survey is looking at different aspects, so one aspect is looking
at student records. It is looking at making sure that the school-cer-
tifying official or that particular entity has certified that individual
correctly for the terms, also that they are charging VA the correct
amounts as it relates to tuition and fees from that aspect. Also, it
is also re-engaging the original approval package itself on some of
those aspects as it relates to instructional design, the program cur-
riculum, making sure all those things are aligned. They are actu-
ally teaching classes where they say they are teaching classes from
that aspect.

And the intent of a compliance survey is, one, to help to identify
issues quickly at a particular school. If we realize that it is a train-
ing issue, then we will work with that school certifying official to
train them up. If it is something that may be more egregious, then
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we will take the appropriate action, along with our state approving
agency partners, to take the appropriate action that is necessary.

We conduct about—Ilast year, we conducted about 4,000 compli-
ance surveys and to date, for this year, we have conducted about
2,000 compliance surveys across the Nation.

Mr. BILIRAKIS. Thank you.

To follow up, Dr. Wescott, what is your view of compliance sur-
veys and do you believe that what is being examined is really help-
ing student veterans? You know, focus on the quality of education,
if you can. Is there oversight as far as that is concerned? You
know, to what extent is there oversight? I know that we got an an-
swer, a good answer from Ms. Bogue, but if you can elaborate on
that, I would appreciate it.

Mr. WEScOTT. Certainly, Mr. Ranking Member, and I do appre-
ciate the opportunity to. I would agree with what my colleague and
friend has stated about compliance surveys, but I think there is
more that needs to be done, and particularly when you talk about
the quality of education.

A compliance survey by its very nature has historically been pri-
marily a financial audit. You are looking at the records to see how
veterans are paid and if there were overpayments or underpay-
ments. What we are interested in doing and what Congress has
said that we should be doing is risk-based surveys that would be
veteran-centric, programmatic in nature, and would be broader in
what we looked at.

So we would be looking at accreditation issues; we would be look-
ing at rates of graduation; we would be looking at percentage of
veterans, is it growing or reducing; we would be looking at, if the
school provided it, what type of employment veterans were going
into. We would be talking to veterans and we would be looking at
the resources that are available at the school. Sure, we would be
looking at some files as well, but the main focus wouldn’t be there.
Our interest is to get at the quality of education, not just how the
payments were made. And, again, I know that compliance doesn’t
just look at, but in many cases I think that is the primary focus,
and we can do more.

Mr. BILIRAKIS. Yeah, we want to help you do more in the interest
of the veteran. Thank you.

And I yield back.

Mr. LEVIN. Thank you for your questions, Mr. Ranking Member.

I would now like to recognize Ms. Luria for 5 minutes.

Ms. LURIA. Well, thank you to the panel for being here today to
answer our questions. And sort of out of experience I have had
talking to students at for-profit institutions within my district, and
as well as some of the faculty and staff that operate those institu-
tions, one of their concerns is that, you know, there is not only bad
actors within this sphere, and I find that within our region there
are several institutions that provide technical training, training
that is very much skills-based for a profession that leads to licen-
sure such as nursing or certification such as aviation mechanics for
the FAA, and those seem to have relatively high graduation rates,
high success rates of receiving the requisite certification to proceed
within that profession.
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But I was wondering, what more can be done to inform veterans
on the decision-making process before enrolling in a school as to
what their outcomes can be expected? Is there a tool that is pub-
licly available that is required for the veterans to see this informa-
tion and say that it is favorable or unfavorable during that deci-
sion-making process before attending a school?

Ms. BOGUE. Thank you for that question. So we actually have the
GI Bill Comparison Tool and that is available on the GI Bill
website. That tool has had over 1 million unique visitors to that
tool. It is not just for prospective students, but it is also for current
students as well.

Ms. LURIA. So does that include Department of Labor statistics
as well about earning—

Ms. BOGUE. It has some Department of Labor statistics, but it
also has Department of Education information on there as well as
it relates to accreditation. We have some limited information as it
relates to outcome measures on that tool. We understand there is
more work to be done on that tool and we are working with our
OIT partners right now to build a roadmap for the next year. We
will have some changes coming December 1st of this year with the
Comparison Tool and then next year we will have some more
changes from that perspective.

But we think that that is a great starting point for students to
go to, not only when they are interested in a program to find out
information about that school and what resources are available on
the campus, whether it—

Ms. LURIA. Okay. In the interest of time, I just wanted to cut
in—
Ms. BOGUE. Okay.

Ms. Luria. —because I would like to know how we can assist in
helping codify those measures that would be the most useful for
students in that decision-making process.

And I wanted to go back to the GAO report, because in that re-
port it seemed like most of the data that was analyzed was on 4-
year college completion rates, and a lot of these schools are not nec-
essarily providing 4-year college education, they are providing
those technical and workplace skills that are necessary for people
to move into a second career after their military career.

So I wonder, do you have any data analyzing other programs
than 4-year college degrees?

Ms. EMREY-ARRAS. Yes, I have data on 2-year graduation rates,
which often gets at those more limited pathways. And we found, for
example, that for all schools that receive GI Bill funding, the over-
all graduation rate for 2-year programs was 33 percent.

Ms. LuUria. Well, so a lot of these programs that I am familiar
with that provide people into the workforce in our district are not
even 2-year degrees. They take a military skill, for example, as an
aviation technician, and then transfer that into FAA licensure in
a very short period of time, same thing with nursing programs, the
Corpsman and Medic to Medical Professional-type programs, are
frequently much less than 2-year programs, but seem just on the
surface, anecdotally, to have the highest value to veterans to tran-
sition their military skills, you know, into a civilian job.
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So I just want to continue to have the discussion with you about
we can translate that outside the model of just 2 and 4-year de-
grees. And the same thing applies as well, because I saw in your
data you reference the calendar year, you know, enrollment from
one fall to the next fall, but a lot of these are on rolling-enrollment
bases and since they are shorter curriculums they don’t just hap-
pen during the standard structure of a fall-to-spring school year.

So the next thing I wanted to talk about for the accrediting agen-
cies was the lack of transferability of credits. So the numbers seem,
you know, staggering that the credits that students who went from
a for-profit institution to a public institution, 94 percent of their
credits were lost.

And so it seems as though you are getting at certain things that
are not necessarily indicative of the value of that education. And
you just alluded to this, because you said that you are really look-
ing at a financial audit, risk-based surveys, but are we really get-
ting down to the value of the education the students are receiving
and does it meet—and this could be a Department of Education
thing as well—a standard that is transferrable amongst univer-
sities? If you thought of our largest public state universities, it
seems that you would just assume that credits would be trans-
ferred almost universally between those schools that had, you
know, an assumed level of educational value, and are you cap-
turing that and is there a national standard to evaluate that trans-
ferability? Even between public-to-public, because that was not ref-
erenced in your data.

Ms. EMREY-ARRAS. So there are agreements sometimes at a state
level or between colleges that provide for what is needed to trans-
fer credits, but there is no national standard, in answer to your
question.

Ms. MINOR. And with the proposed rules out there for accredita-
tion, I know that there are options in there that would allow insti-
tutions to accept more transferred credits than what is currently
permitted.

Ms. Luria. So, when you say allow institutions, is there a prohi-
bition for institutions? Say the largest state university in the state
that I live in, is there a prohibition about them accepting credits,
or is that their own decision based off of educational standards that
they have established?

Ms. MINOR. My understanding, even though this is outside of the
purview of my scope, is that the accreditation standards limit the
amount of transferred credits institutions can accept into programs,
and so some of the proposed regulations would address that.

Ms. LuriA. Did you have anything to add from your perspective?

Mr. WESCOTT. Yes, ma’am, I do. One of the things I wanted to
mention was that we have a different set of standards that we
apply for accredited institutions verses unaccredited institutions,
and this is an area where sometimes our hands can be a little more
tied in that for the unaccredited institutions the questions we ask,
the things we look at, they are more robust and far-reaching.

So when we talk about maybe changing or enhancing approval
authority, this area might be an area that we want to look into for
potential changes.

Mr. LEVIN. Thank you, Ms. Luria. Sorry.
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I would now like to recognize Mr. Bergman for 5 minutes.

Mr. BERGMAN. Thank you, Mr. Chairman, and thanks to the
panel.

Standardization amongst the SAAs. How many SAAs are there,
one per state?

Mr. WESCOTT. There is supposed to be one. There are two states
at present that do not have an SAA, Congressman.

Mr. BERGMAN. Okay. So—

Mr. WESCOTT. Yes, one per state.

Mr. BERGMAN. So the bottom line is we have roughly 48?

Mr. WESCOTT. Yes.

Mr. BERGMAN. Okay. How do you standardize, if I am—Ilet’s say
I go into the education business and I want to provide a very vet-
eran-centric educational opportunity that would involve both
hands-on in class and an online combination, how do I—if I know
I have got a model, because of my decades in military service, I
have got a model that I believe is the right thing for the veterans
that are transitioning, whether it is after 2 years, 4 years, or 20
or 30 years, how do I get that model approved in such a timely
manner that I can actually implement it, provide the educational
experience, and continue in business?

Mr. WESCOTT. Well, certainly, Congressman, therein is the chal-
lenge. There are certain things that come into play. It is true that
we are state agencies and as such must abide by our state laws
and regulations, as well as the Federal requirements. It is equally
true that we are applying Federal rules and regulations. The CFR,
the Code of Federal Regulations, is our bible, and so that should
bring some measure of uniformity to how we apply that. Of course,
looking the way it has worked out in the religious sphere, you can
understand the challenges we have in applying the bible, because
different states will interpret things differently on occasion, not
often. It is the challenge of NASAA to bring that uniformity and
to bring states together, and that is what we have tried to do for
70 years now.

Basically, one of the first things you would do to get that pro-
gram approved is you would have to be in existence for 2 years suc-
cessfully—

Mr. BERGMAN. Okay. So I hate to cut you off here, because time
is finite—

Mr. WESCOTT. Yes, sir.

Mr. BERGMAN [continued]. —so Catch-22, we can’t do it until we
have done it. You have got to have 2 years of experience—

Mr. WEScCOTT. That is correct.

Mr. BERGMAN [continued]. —before you can get approved.

Mr. WESCOTT. Yes.

Mr. BERGMAN. And therefore, again, as we look at what is the
goal, the goal is to get veterans in a position where they can take
advantage of an educational model that fits them going forward
after their military service. And as I look at the Committee here,
the Subcommittee in this case, and our role as the Federal Govern-
ment—not the state government, but the Federal Government—do
we even have a role in the ability to in effect make that occur,
allow that business model? What do we do as a Committee or as
a Congress, whether it be in policy or in law, to make that happen?
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Mr. WEscoTT. Well, certainly we are all constrained by that Fed-
eral system and the different state laws, and we try to fast-track
good programs by working together among our agencies when they
come into existence. We also have seen cases where, like in the
Colmery Act, the VET TEC program was rolled out, and there was
a case where a solid program, which was, you know, could get vets
in meaningful technical jobs, was fast-tracked, if you will. So
there—

Mr. BERGMAN. So—

Mr. WESCOTT [continued]. —is a role, but I think it is—

Mr. BERGMAN. Okay. And I am with you here and I really appre-
ciate this dialogue, because I look at the VA and what they are try-
ing to do, and you are trying to do the right thing, how do we put,
if you will, the three of us—or maybe there is more in a room, be-
cause you have got the Veterans Administration, you have got the
SAAs, you have got the person who is—or the entity who is trying
to provide the education, whether it is public, private, for-profit,
non-profit, whatever it happens to be, how do we get the right peo-
ple in the room to sit down and hammer out a plan that we can
all to the 80-percent level agree to going forward, and do it in an
expeditious manner that has, number one, quality-control integrity
when it comes to providing value for the dollar? And so then, you
know, when GAO starts looking into it, they go, yeah. But what do
we do? Can we get everybody in the room?

Mr. WESCOTT. Yes, Congressman, I think you have put your fin-
ger right upon the issue and the answer, and that is to get those
people in the room and to talk about the changes that need to take
place, whether they are regulatory or statutory, so that we can
work together to, you know, move good programs at a faster pace.
But you are right, we must safeguard our veterans from the bad
actors in whatever sector of education.

Mr. BERGMAN. Well, you know, I know my time has run out, but
in safeguarding the veterans, they are pretty savvy, we need to
give them tools so they can—if it smells like a duck, walks like a
duck, quacks like a duck, it is a duck, and give them the tools.
They have already got some of the skills in their military time that
allow them to assess a good or bad situation.

Mr. Chairman, I yield back.

Mr. LEVIN. Thank you, Mr. Bergman. My grandfather, who was
a World War II veteran, used to use that saying all the time.

[Laughter.]

Mr. LEVIN. With that, I would like to recognize Ms. Lee for 5
minutes.

Ms. LEE. Thank you, Mr. Chair, and thank all of the witnesses
for being here.

Ms. Minor, when schools abruptly close frequently the students
are entitled to relief under the 2016 Borrowed Defense regulations.
So I would like to discuss the Department’s struggle to act on this.

When Principal Deputy under Secretary Jones testified recently,
she stated that the Department would not approve borrower de-
fense claims because the Department cannot “determine the level
of harm or the level of relief due to the ongoing litigation in Cali-
fornia.”
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Can you confirm that the Department is not completing adjudica-
tion of borrower defense claims due to the Cavio litigation ongoing
in California?

Ms. MINOR. Currently, the Department is continuing to review
and process the applications, but that litigation has prevented the
Department from utilizing the tier of methodology that is currently
in place. So we are in the process of trying to identify a new meth-
odology to determine the amount of the relief to be granted to the
students.

Ms. LEE. I want to hit on this. The Cavio decision states, “Noth-
ing in this order prohibits the secretary from fully discharging the
loans of any borrower who has successfully completed or who suc-
cessfully completes an attestation form.”

To clarify, the Department can discharge borrowed defense
claims under this order, but the Department have chosen not to do
so; is that correct?

Ms. MINOR. The Department’s decision at this point is to deter-
mine the amount of harm, and that was the purpose of the tiered
methodology. And so the litigation did not prohibit the use of tiered
methodology. It was the actual data that was being utilized in
order to complete that calculation.

So what the Department is currently in the process of doing is
trying to come up with a different mechanism for determining what
that methodology would be and that determination for the amount
of relief would be.

Ms. LEE. So how many borrowers has the Department deter-
mined eligible for relief, partial or full under borrower defense for
whom the Department has not granted relief? Do you know that
number?

Ms. MINOR. I can get the exact number for you, but as we are
continuing to review the applications there are a significant num-
ber that we have made a determination on.

Ms. LEE. I believe the number is 160,000 approximately. So can
we expect the Department to discharge any of these claims before
the litigation is concluded?

Ms. MINOR. Thank you for the question. I cannot respond as to
the timing of that because it would be based upon when a deter-
mination is made on a new methodology.

But as I indicated, the review process is ongoing. So there are
applications that are being reviewed and processed and they are
simply pending until we can determine what the relief methodology
will be.

Ms. LEE. Okay. Well, I hope we can get some closure for some
of those—

Ms. MINOR. We do, too.

Ms. LEE. —students.

I am going to move on to another issue with respect to the
Dream Center Education Holdings who closed most of its institu-
tions on December—between December 2018 and March 2019. One
of these schools, the Art Institute of Phoenix, provides an example
of, I'm just going to say the improper handling of this.

The Art Institute closed on December 28th, 2018. This date is
significant because students who were enrolled up to 120 days
prior to that date are then eligible to have their loans discharged.
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Unfortunately for these students, the Department’s web page has
provided misinformation on the date of closure, specifically stating
that AI Phoenix closed on March 8th, 2019 and that students are
“not eligible for a closed school loan discharge if they withdrew
from classes before November 8th, 2018.”

And from a review of the Department’s web page it appears that
this is not the only school for which the Department has mis-
informed students of their rights.

Ms. Minor, is the Department denying students closed school dis-
charge claims if they withdrew from classes before November 8th
but after August 30th the appropriate school discharge window
specified in the regulation?

Ms. MINOR. Respectfully, I am not aware that we had an incor-
rect date posted, so I would have to go back and confirm what the
information is and what would be the eligibility determination.

Ms. LEE. Okay. Well, I can confirm that the Department is, in
fact, denying these claims.

And, Chair, I would like to submit documentation of two stu-
dents whose claims were denied for this exact reason, Ms. Brandy
Landy and Ms. Christine Anderson. Both students applied for a
closed school discharge through their servicer where they were
clearly indicated that they had attended AI Phoenix. The letters I
plan to enter into the record are what their servicer, Cornerstone,
sent back to them incorrectly informing them that they do not
qualify when they do.

And, you know, it is just hard to overstate the personal risks and
stakes here. Being told that they don’t qualify for full discharge
when, in fact, they do is the difference between a lifetime of finan-
cial ruin or a lifetime of freedom. It is essential that the Depart-
ment of Education and its servicers they contract with correct this
error. Advocates have repeatedly called the Department and
opened cases with the FSA Ombudsman Group. But this problem
persists under your watch.

Can you personally commit to looking into the claims of Ms.
Landy and Anderson to ensure that their issues are handled?

Ms. MINOR. Yes. I will personally commit to look into those. We
want to ensure that every student who is eligible for a closed school
discharge receives it.

Ms. LEE. Great. Thank you.

Mr. LEVIN. Thank you, Ms. Lee, and without objection we will in-
clude the documents into the record.

Mr. LEVIN. And with that I would like to recognize Mr. Banks
for 5 minutes.

Mr. BANKS. Thank you, Mr. Chairman.

Ms. Minor, is it correct that DOE recently achieved consensus on
a comprehensive list of regulations to streamline the accreditation
process as well as broader quality assurance issues for all colleges
and universities across the country?

Ms. MINOR. Respectfully, sir, that is outside the scope of my pur-
view.

Mr. BANKS. So that is or is not correct?

Ms. MINOR. I cannot respond because it is not something that I
work on.

Mr. BANKS. Okay.
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Ms. Bogue, is it accurate to say that the VA relies heavily on the
accreditors and DOE regulations in determining approval of pro-
grams and institutions?

Ms. BOGUE. That is correct. For accredited programs we rely on
the information from Department of Education. We do approve
non-accredited programs and those rules are slightly different from
that aspect.

Mr. BANKS. Okay. Then, Ms. Minor, then as the agency with au-
thority over recognition of accreditors and all universities partici-
pating in Title VI, shouldn’t your department take the lead to en-
sure consistency in regulations, definitions and coordination of
oversight activities to ensure there is no duplication or conflict of
efforts?

Ms. MINOR. Respectfully, sir, anything regarding accreditation is
outside the scope of my purview as I am from Federal student aid.

Mr. BANKS. Okay, then.

Dr. Wescott, how has the focus on compliance surveys impacted
your ability to visit schools and provide training to schools, to
schools certifying officials?

Mr. WEscoTT. Well, as I mentioned in my testimony, sir, it cer-
tainly hasn’t impacted it in a negative fashion without question.

I used to be a program specialist and an SAA back in 2005 and
we would go to 80, 90 percent of our schools and visit them in the
course of a year. As you can see from the testimony, we are way
down now. The average would be 25 percent nationwide.

So that impacts not only our ability to know what is going on
there at the schools, but it impacts our ability to provide on the
spot technical assistance. And that face to face technical assistance
is very valuable for the schools. And I can assure you they would
like to see more of us in that regard and for that reason.

Mr. BANKS. Okay.

Ms. Bogue, how many claims for restoration of entitlement have
you received and how many have you granted?

Ms. BOGUE. So there is two aspects to that. For the schools that
closed before August 16, 2017, that would be an example of ITT or
Corinthian. We have actually restored over 16,000 months of enti-
tlement to about 2,000 individuals.

For schools that have closed after August 16 of 2017 we have re-
stored about 1,400 months of entitlement to about 550 students.

Mr. BANKS. Okay. And what are the top three reasons that you
would say there are for a denial of a restoration of entitlement
claim?

Ms. BOGUE. The top three reasons, so number one is that they
were able to transfer credits. That is the number one reason. They
were able to transfer credits to another school.

The second reason is that that school actually did not close from
that perspective.

And then the third reason from the perspective of the student
was never enrolled at the time of the closure.

Mr. BANKS. Okay. Thank you very much. I yield back.

Mr. LEVIN. Thank you.

Miss Rice is now recognized for 5 minutes.

Miss RiCE. Thank you, Mr. Chairman.
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Ms. Minor, a for profit institution has a questionable business
model. If a school’s main goal is to maximize profits, providing a
high quality education will never be the top priority.

Can you explain how such a business model can lead to anything
other than financial instability or predatory low quality institu-
tions?

Ms. MINOR. Thank you for the question.

We conduct our oversight activities based upon our regulations
and statute, and there are very defined criteria regarding the fi-
nancial responsibility and administrative capability. So we don’t
have the authority to go in simply based on a business model if it
has an impact on the financial statements that are submitted or on
their administrative capability that is identified through a program
review, a compliance audit or any of the items we are looking at
doing eligibility.

But, for example, we don’t have a regulatory standard regarding
how much funding is devoted to marketing. So we are limited in
how we conduct the oversight activities.

Miss RICE. I believe that in your testimony you noted that the
Department is working to develop new policies and practices to
identify troubled institutions. Can you provide some more informa-
tion about that?

Ms. MINOR. Yes. Thank you for the question.

We are constantly looking at our oversight activities and our risk
based approach. I can’t go into details without jeopardizing the in-
tegrity of the program. The comments, however, were referring to
some of the items that are included in our proposed regulations
that will provide opportunities for us to go in earlier at the indica-
tion that a school is closing and take additional actions at that par-
ticular point that aren’t available to us now as far as requiring
teach out plans and things of that nature.

Miss RICE. And that can happen internally, you can make those
changes?

Ms. MINOR. It’s based upon the proposed regulations that are
published now.

Miss RICE. Oh, okay. Okay.

Ms. Bogue, the 90-10 loophole requires four profit schools to
demonstrate their value by earning ten percent of their revenue
from non-federal sources. But they count GI Bill benefits as a non-
federal source.

Are you aware of how many universities would not meet the 90—
10 requirements if GI Bill money was counted as federally sourced?

Ms. BOGUE. I do not have that number on hand, but I would be
happy to get you that.

Miss RICE. Yeah. Could you, because I think that’s—

Ms. BOGUE. Yes.

Miss RICE [continued]. —key.

Also, 38 United States Code 3696 requires VA to cut off GI Bill
funds if a school utilizes advertising sales or enrollment practices
of any type which are erroneous, deceptive or misleading either by
actual statement or mission or intimation.

One cause of closed schools is predatory institutions that are
caught defrauding students. They happen—they then are fined mil-
lions of dollars by Federal and state law enforcement.
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So my question is why is VA failing to act sooner to cut off these
fraudulent schools? I mean, it can’t be that fining an institution
like that and not doing away with its charter or its ability to stay
in existence is—should be paramount?

Ms. BOGUE. So I will state that we have found schools in terms
of—that were in violation of 36-96. And, one, we have the ability
to refer to Federal Trade Commission, which we do. We have an
MOU with Federal Trade Commission to refer to do further inves-
tigations, if needed.

If there is something that is very out there in terms of it is bla-
tant that there is a violation, then we will refer it to the state ap-
proving agency to take the appropriate action to disapprove that
program

Miss RICE. And so that is the agency that actually has to do—
to take away the program.

And so what rate of success do you have when you make that re-
ferral? How often, what percentage of those cases actually results
in an action taken against the school?

Ms. BoGUE. I will have to get you those numbers.

Miss RICE. Okay. Please.

Ms. BoGUE. Okay.

Miss RICE. If you could.

Ms. Emrey-Arras, you noted in your testimony the drastic in-
crease in school closure since 2013, and forgive me if someone—if
you already said this, but what is the top reason that you attribute
this increase in closures to?

Ms. EMREY-ARRAS. We don’t mention a specific top reason, but
we talk more about an assortment of reasons in terms of financial
issues, loss of accreditation and litigation as being some of the fac-
tors that lead to school closures.

Miss RICE. I mean, it seems to me that there is—that we have
to work together on this because there are certain things that we
can do obviously through legislation that will make it easier for you
to do your job because this pattern of allowing veterans to be taken
advantage of, and the taxpayer, quite frankly, to be taken advan-
tage of when schools that are purely for profit. I mean, there has
to be—in my opinion there should be a big question mark after
that, but that is me.

So I think it is—thank you all for being here. And I think it is
really important that we work together to make sure that you are
the eyes and ears, you are the first line of defense. But certainly
there is a lot that we can do as well.

And I thank you, Mr. Chairman, for holding this hearing. I yield
back.

Mr. LEVIN. Thank you, Miss Rice. I appreciate those comments
and questions, and particularly look forward to the follow up infor-
mation as it pertains to the GI Bill loophole and other areas that
Miss Rice covered.

If there is no further questions, we can begin to bring the hear-
ing to a close. However, before I make my closing statement I
would like to turn to my friend, the Ranking Member, Mr. Bili-
rakis, for any closing remarks.

Mr. BILIRAKIS. Well, thank you very much. This was a very in-
formative hearing and I want to thank those who testified this
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morning as well, and I want to thank the Members for some very
good questions.

Yeah. Our veterans only get one shot at it. And we want to make
sure that they have the opportunity to make the best of it. So this
is very important in the transition process so they can, you know,
move on to new career opportunities.

So, you know, we have to focus on the quality of education that
is available to them. And then, of course, they are savvy, but just
like the General said and our Chairman says, what is it, if it looks
like a quack—a duck—

Mr. LEVIN. Yeah.

Mr. BILIRAKIS [continued]. —and quacks like a duck, then it is
a duck.

Mr. LEVIN. It’s a duck.

Mr. BILIRAKIS. So that is all they are looking for. And then they
will make their own decisions.

Thank you very much. And I yield back the balance of my time.

Mr. LEVIN. Thank you, Mr. Ranking Member, and thank you to
our witnesses again for coming today. And I would like to thank
the Members for coming today. We actually had almost perfect at-
tendance, and there is a lot going on this week in Washington with
appropriations and all the rest. So I am very grateful to my col-
leagues for joining us and for coming prepared with excellent ques-
tions.

You are all here obviously representing your various agencies,
whether it be the VA or the Department of Education, the GAO or
SAAs, and my hope is that you are not just coming together today
because Congress has called you together. If we are going to solve
this problem, we need you to continue to have these discussions,
not just when we ask you to come and testify, but because of the
day to day duties and responsibilities of your respective jobs and
agencies.

My great hope is that we can stop pointing fingers. If you need
the authority to make better decisions with regard to some of these
institutions to proactively prevent the problem, then that is some-
thing that we need to address perhaps here in Congress.

And I am very open to that as I know the Ranking Member is.
I think everybody on this Committee, we operate a little dif-
ferently. We all just want to solve the problem. And in this in-
stance when you talk about the thousands and thousands of our
veterans who got caught up in these failing schools and now are
devastated financially and otherwise, they have served our country.
The GI Bill is there as an amazing resource for them. But, you
know, obviously 22,000 people, that is just far too many. And we
have got to do better.

So I look forward to your answers to many of our questions. I
also would recommend if any of my colleagues have additional
questions that they submit them for the record. And our Com-
mittee will just continue to closely monitor the situation. And we
look forward to working with you as we develop, whether it is legis-
lative proposals or other policies. But please keep talking. Not just
when we, you know, bring you all to testify before our Sub-
committee and our Committee.



24

With that I will say that all Members have 5 legislative days to
revise and extend their remarks and include additional materials.
And, again, I encourage my colleagues to submit written questions
for the record.

And, again, I thank you everyone for coming. And without objec-
tion the Subcommittee stands adjourned.

[Whereupon, at 1:12 p.m., the Subcommittee was adjourned.]



APPENDIX

Prepared Statement of Charmain Bogue

Good morning Chairman Levin, Ranking Member Bilirakis, and Members of the
Subcommittee. I appreciate the opportunity to appear before you today to discuss
the effects of permanent school closures on student Veterans who are using edu-
cation benefits from the Department of Veterans Affairs (VA). My testimony today
will focus on school closures; the restoration of entitlement authority in the Harry
W. Colmery Veterans Educational Assistance Act of 2017 (Colmery Act) or, as it is
more commonly referred to, the Forever GI Bill; the current partnership between
VA, State Approving Agencies (SAAs), and other Federal agencies; the identification
of, and dissemination of information about, at-risk schools; and VA’s ongoing efforts
to ensure effective oversight of approved educational institutions.

School Closures

The permanent closure of educational institutions at which GI Bill beneficiaries
are actively pursuing approved programs of education or training negatively impacts
student Veterans and eligible dependents in several ways. First, these individuals
are unable to complete their programs of education at their chosen schools. Also,
in many cases, they will not be able to graduate on time because some or all of their
credits do not transfer to another educational institution. Consequently, there is a
greater likelihood that some individuals will exhaust all of their GI Bill entitlement
before completing their programs. Second, monthly benefit payments will be termi-
nated, abruptly removing an important source of income that beneficiaries often rely
on to pay a mortgage, rent, or other bills.

VA is aware of numerous institutions that closed their doors since 2013 while stu-
dents were actively attending classes - disrupting the education plans of thousands
of students. Specifically, in Fiscal Years 2013 and 2014, 70 VA-approved schools
closed, impacting approximately 1,600 Post-9/11 GI Bill beneficiaries actively pur-
suing an approved program of education or training. On April 27, 2015, Corinthian
Colleges, Inc., closed its 28 remaining schools and subsequently filed for bankruptcy.
On September 6, 2016, ITT Technical Institute closed between terms, impacting the
plans of approximately 11,000 GI Bill beneficiaries. Most recently, 18 Art Institute
and Argosy University campuses were approved for GI Bill benefits when they
closed on March 8, 2019. As of April 10, 2019, VA identified 1,782 students who may
be affected by these closures.

Restoration of Entitlement

Prior to the enactment of section 109 of the Colmery Act, (38 U.S.C. §§ 3680(a)
and 3699), VA had no authority to continue benefit payments or restore benefit enti-
tlement in the event of a permanent school closure, regardless of the reason for clo-
sure. Section 109 authorizes VA to restore benefits and provide relief to beneficiaries
affected by school closures and certain program disapprovals. For qualifying closures
and disapprovals, VA is able to restore some, if not all, entitlement used in pursuit
of the interrupted program of education. This provision applies to beneficiaries re-
ceiving benefits under chapters 30, 32, 33, and 35 of title 38, United States Code
(U.S.C.), and chapters 1606 and 1607 of title 10, U.S.C., for programs of education
discontinued after January 1, 2015. For courses or programs discontinued during
the period beginning January 1, 2015, and ending on August 16, 2017, an individual
who does not transfer any credits can have his or her entitlement used for the entire
period of enrollment in the program of education restored. However, for programs
discontinued after August 16, 2017, VA is only authorized to restore the entitlement
used only for the interrupted term, and only if no credit is earned for that period.
In addition, VA contacts impacted students within 5 days of notification of a school
closure to provide information on the qualifications for restoration of benefits and
instructions on how to make a request for restoration. The information is also avail-
able on the GI Bill Web site accessible at https:/benefits.va.gov/GIBILL/FGIB/Res-
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toration.asp. VA relies heavily on its SAAs to provide official notification of a closure
to VA. As of April 26, 2019, VA restored 14,252 months of entitlement for 1,380
beneficiaries who attended schools that were closed prior to August 1, 2017 and re-
stored 1,218 months of entitlement for 506 beneficiaries who attended schools that
were closed on or after August 1, 2017.

Section 109 also allows for the extension of the Post-9/11 GI Bill monthly housing
allowance (MHA) payments when a school closes or is disapproved during an active
term. In these instances, enrolled beneficiaries may be eligible to continue receiving
MHA payments until the original end of the term or 120 days, whichever occurs
sooner. This provision was effective on August 1, 2018 and applies to courses and
programs of education discontinued on or after August 16, 2017. VA does not have
the authority to extend monthly benefit payments under the other GI Bill programs
following permanent school closures.

Partnerships

VA maintains a close working relationship with the Department of Education
(ED), the Department of Defense, the Department of Justice, the Consumer Finan-
cial Protection Bureau, and the Federal Trade Commission (FTC). Together, these
Federal entities engineered a broad strategy for sharing information through inde-
pendently developed processes and tools that provide tailored information related to
an institution’s graduation rates, tuition costs, and academic programs. An inter-
agency agreement facilitates this information sharing across the agencies, which
benefits students and provides a network of relevant information students need to
make informed decisions on the educational institution that best fits their respective
needs. However, VA still has limited authority to take action against a school to pro-
tect students prior to a school closure. VA only has authority and resources to gath-
er allegations, keep students informed of the current state of a school, and refer
issues to other offices (such as the FTC or the VA’s Office of Inspector General) for
investigation, or wait for information to be provided to VA by another source (e.g.,
SAAs, Veterans Service Organizations, ED, State Attorney General’s office, etc.).

At Risk Schools

VA also looks at indicators to identify if a school is likely to close. These indicators
include ED’s heightened cash monitoring designations and ED’s revocation of par-
ticipation in Federal Student Aid (FSA) programs. Our experience has shown that
economic factors, such as revocation of FSA participation, are generally the number
one indicator for school closures. However, it is important to note that neither finan-
cial stability nor FSA participation are approval requirements for accredited pro-
grams and, consequently, VA and SAAs lack the authority to disapprove a program,
or the enrollment of eligible Veterans, merely because a school appears to be in eco-
nomic distress.

Nonetheless, as we have seen a number of large schools close over the last several
years, VA has taken a more proactive approach to get information out to students
enrolled in at-risk schools. Specifically, VA puts caution flags on the VA GI Bill
Comparison Tool indicating when a school has been designated for heightened cash
monitoring or may lose approval for FSA benefits, as a way of alerting students to
potentially at-risk schools. In addition, VA sends emails and uses social media to
provide information and resources to potentially impacted Veteran and dependent
students. For example, we sent two emails to Art Institute and Argosy students
prior to the school closures, and we subsequently sent additional correspondence to
inform them of their potential eligibility for entitlement restoration. As of April 25,
2019, VA has received 265 applications for restoration and granted entitlement res-
toration to 95 of these students.

Government Accountability Office (GAO) Report

The GAO report, “VA Education Benefits: VA Needs to Ensure That It Can Con-
tinue to Provide Effective School Oversight” (GAO-19-3, November 14, 2018), acces-
sible at https://www.gao.gov/products/GAO-19-3, recommends that the Secretary of
Veterans Affairs direct the Under Secretary for Benefits to: (1) identify and assess
risks related to future withdrawals by state agencies in overseeing schools, and (2)
address these risks by preparing a contingency plan for how VA will oversee addi-
tional schools if more states choose not to renew their oversight contracts.

VA agrees with this recommendation. VA has assessed the risks associated with
state agencies not renewing their contracts. VA has a long history of fulfilling the
role of SAA during gaps in SAA coverage, historically, on a limited scale for either
one state at a time or, for a couple smaller-scale states simultaneously. Recognizing
the risk of having to fulfill this role on a larger scale VA has developed a formal
contingency plan for assuming and accomplishing additional oversight responsibil-
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ities. The contingency plan was approved by the Veterans Benefits Administration
(VBA) on April 15, 2019. In addition, the VBA’s Education Service initiated discus-
sions with the National Association of State Approving Agencies in the summer of
2018, regarding VBA’s interest in using the services of one or more individual SAAs
to work with VBA’s Education Service to complete field work (i.e., school site visits,
compliance visits, and other appropriate actions). This work will be completed by
the non-contracting SAA, to be paid with unallocated annual SAA funding. VBA ex-
pects to finalize the communication that will go out to all of the SAAs by July 31,
2019. However, VBA has concerns that it may not be adequately resourced to effec-
tively carry out SAA responsibilities in multiple states, or a few large states, simul-
taneously, and we would be willing to discuss the issue and possible solutions in
greater depth with the Subcommittee.

Finally, VBA will continue to fund $3 million in its GOE account to ensure the
work of SAA’s is administered appropriately; this allows VBA to address the work
of any SAA that does not enter into a cooperative agreement with VA for any por-
tion of the year.

Mr. Chairman, this concludes my testimony. I am prepared to respond to any
questions you or other Members of the Subcommittee may have.

———

Prepared Statement of Robin Minor

Chairman Levin, Ranking Member Bilirakis, Members of the Committee. Thank
you for the opportunity to appear before you today on behalf of the U.S. Department
of Education (the Department) Office of Federal Student Aid (FSA).

Our veterans and their families represent the best of this country, and the edu-
cation benefits they receive as a result of their service are hard-earned and well-
deserved. Veterans use their education benefits to pursue credentials that will allow
them to transition their military profession to the civilian world, pursue career ad-
vancement, or adjust to the new realities of life following service-related injuries
and disabilities. In some instances, military spouses utilize these education benefits
to advance their own career opportunities, which may have taken a back seat to the
demands of military life. It is essential that veterans have the freedom to pursue
the educational opportunities of their choice, at the institutions they believe will
best serve their interests and needs. And it is important that institutions deliver
on the(iir promises to provide these students with a good opportunity to learn and
succeed.

Although veterans are not limited in using their benefits to programs and institu-
tions that participate in the Department of Education’s Federal Student Aid pro-
grams, which are authorized under Title IV of the Higher Education Act, or institu-
tions or programs that are accredited by an agency recognized by the Secretary of
Education, we know that many veterans view Title IV participation and accredita-
tion as a stamp of approval that allows them to invest wisely in programs that will
meet their needs. Therefore, while Title IV and Veterans Affairs (VA) benefits pro-
grams are operated independently, there is considerable overlap between the popu-
lations of students served.

Since the inception of the Servicemen’s Readjustment Act of 1944 - the G.I. Bill
- colleges and universities have played an important role in expanding educational
opportunities for veterans to assist them transitioning to and succeeding in the civil-
ian workforce. It is now well recognized that the G.I. Bill is largely responsible for
providing unprecedented access to higher education and home ownership among the
many WWII veterans.

Most institutions have embraced the opportunity to serve military veterans and
recognize the unique talents and experiences they bring to the classroom. Some in-
stitutions have worked hard to create veteran-friendly policies that include award-
ing academic credit for learning that took place during their military service and
accepting credits toward degree requirements that may have been earned at several
different institutions as the servicemember has moved around the country and the
world. Veteran-friendly institutions create campus or on-line learning environments
that provide a sense of community to these students, honor the veterans’ contribu-
tions, recognize their unique challenges, hire faculty and staff who are military vet-
erans, offer academic programs that provide clear pathways from military to civilian
careers, provide flexible scheduling that is attractive to otherwise busy adults, and
value the sacrifices veterans and their families have made and their unselfish love
of country.

Unfortunately, some institutions have closed abruptly and without warning and,
consequently, have been unable to deliver on the promises they made to students.
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Changes in population demographics coupled with low unemployment has forced the
merger of some institutions and the closure of others and may lead to additional
closures in the future. Some college closures are well-planned and orderly, meaning
the institution provides an opportunity for currently enrolled students to complete
their programs or transfer to a comparable program at a similar institution.

Precipitous closures are highly disruptive to students and may leave them unable
to complete their program or earn a credential. The Department is working to de-
velop new policies and practices to identify troubled institutions earlier and to en-
sure the students have more advanced notice and options when a school closes.

With respect to Federal student loans, when an institution closes, students who
did not complete their program of study because the school closed while they were
enrolled or who left the institution no more than 120 days prior to closure, and who
did not complete the program of study through a teach-out at another institution,
are entitled to a closed school loan discharge.

Students who apply and are eligible for closed school discharges are relieved of
their responsibility for repaying any of the Federal student loans associated with
the enrollment at the closed school. Because students are limited in the number of
Pell grants they may receive, the Department also restores eligibility for students
who received Pell grants during their enrollment at the closed school. Regulations
implemented in late 2018 also provide “automatic” closed school loan discharges for
any borrower who enrolled at the time of an institution’s closure or up to 120 days
prior to the institution’s closure, and who did not enroll at another Title IV- partici-
pating institution within three years. These discharges are provided to eligible stu-
dents without requiring them to submit an application.

Although school closures are frequently the result of financial challenges, there
are instances in which a school closes because its accreditor withdraws accredita-
tion, or a State removes the institution’s authorization to operate with the State.
While the Department may end an institution’s participation in Title IV, it does not
have the authority to close an institution or to prevent it from offering educational
opportunities to students.

When warranted, the Department may place an institution under heightened cash
monitoring (HCM) payment method to restrict an institution’s ability to draw down
Federal Title IV funds from the Department’s disbursement system. This step en-
ables the Department to provide additional oversight over a variety of financial or
Federal compliance issues, some of which may be serious and others that may be
less troublesome. There are two levels of Heightened Cash Monitoring-HCM 1 and
HCM 2. Under HCM 1, an institution draws down Federal funds after it has sub-
mitted disbursement records to the Department and disbursed aid to students using
its own funds. Under HCM 2, an institution makes disbursements to students using
its own funds, and then submits a reimbursement payment request to the Depart-
ment.

Institutions may be placed on HCM 1 or HCM 2 as a result of compliance issues
including accreditation issues, late or missing annual financial statements and or
audits, outstanding liabilities owed to the Department, concerns about an institu-
tion’s administrative capability, concerns about an institution’s financial responsi-
bility, and possibly severe findings uncovered during a program review. Thus, HCM,
coupled with additional oversight, helps safeguard taxpayer funds and promote in-
stitutions’ proper stewardship of the Federal student financial aid programs, there-
by protecting the interest of the Nation’s students, including those who are vet-
erans.

Two recent closures that have captured considerable news attention involved in-
stitutions placed into receiverships in Federal district courts. Such proceedings,
which may arise under Federal or state law, have rarely been used by creditors of
Title IV eligible institutions and provide creditors with the opportunity to request
a court to appoint a “receiver” to manage the assets and liabilities of an institution
for the benefit of the creditors. Prior to these proceedings, the Department had had
little experience with institutions seeking such protection from creditors. Although
the Higher Education Act makes clear that if an institution declares bankruptcy it
may no longer participate in Title IV programs, the law is silent on receiverships,
as are the Department’s regulations. The Department is currently examining the ex-
tent to which receiverships affect its ability to provide effective oversight of the Title
IV program.

The Department cannot always predict how an institution will respond to certain
sanctions, and it cannot always predict which institutions will close. In many cases,
for example, institutions have operated for years despite being subject to HCM 2.
Further, while in some instances, a single problem may result in the rapid deterio-
ration of an institution’s finances, in other instances an institution on the brink of
financial disaster may launch a successful fund-raising campaign that saves it. The
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decision to remove Title IV funding, accreditation or state authorization is difficult,
especially because a number of institutions go through periods of financial distress
but go on to recover and continue serving students. Even a financially troubled in-
stitution may still be providing strong opportunities for the students it serves, in-
cluding providing the only options available to students in certain geographic areas
or the only institution providing programs that prepare students for high-demand
fields.

The Department’s tools to identify financially unstable institutions primarily de-
pends upon the institution’s financial “composite score” which is designed to meas-
ure the financial health of an institution. Institutions that fail the composite score
test are required to post letters of credit that provide the Department with a guar-
anteed source of funds to pay an institutions liability stemming from improperly dis-
bursed Federal student aid. In some instances an institution may have already re-
solved a financial challenge by the time a Letter of Credit (LOC) is provided and
in other instances a LOC may be beyond the institution financial wherewithal to
obtain, forcing an unstable institution into closure. The Department has, however,
routinely worked with institutions experiencing challenges in obtaining letters of
credit to find alternatives ways of providing the Department with financial protec-
tion.

The Department takes quick action when an institution closes to provide students
and related regulatory agencies with the most accurate and timely information pos-
sible. Among other things, the Department

o Makes every effort to work with school officials, as well as the school’s state au-
thorizing agency(ies) and accreditor(s) to understand and communicate the
school’s closing closure process, including whether teach-outs will be available
and how transcripts will be made available to students;

e Posts fact sheets and other information to StudentAid.gov/closures. This portal
houses closed school information, common closure-related Q&As including infor-
mation for students receiving GI benefits, institution-specific fact sheets, and
other avenues to access information (webinars and transfer fairs, where applica-
ble);

o Works as closely as possible with impacted state agencies and accreditors to in-
form them of the Department’s web resources for students and ask them to
share the resources with students. Often, these partners’ closure sites incor-
porate the Department’s closed school loan discharge messaging and include
links to Department outreach resources;

e Participates, when possible, in state-sponsored or institution-hosted transfer
fairs intended to help students understand their options; and

e Emails directly with students who were enrolled that time of the closure or
those who recently withdrew to provide information about their options and di-
rect them to other information and resources.

When working through these steps, the Department considers the VA to be a crit-
ical partner and routinely includes the VA in outreach and information sharing ef-
forts. We have enjoyed a cooperative and collaborative relationship with our Federal
colleagues at VA and we look forward to continuing our partnership.

The Department of Education embraces the responsibility to help student-vet-
erans navigate the higher education system, stands ready to work with Congress,
the VA and other agencies on initiatives that put students - including student-vet-
erans - first.

Thank you for the opportunity to testify. I look forward to answering your ques-
tions.

———

Prepared Statement of Melissa Emrey-Arras
POST-9/11 GI BILL
Veterans Affected by School Closures
Chairman Levin, Ranking Member Bilirakis, and Members of the Subcommittee:

I am pleased to be here today to discuss the effect of school closures on student
veterans. The Department of Veterans Affairs (VA) has provided $94 billion in edu-
cation benefits under the Post-9/11 Veterans Educational Assistance Act of 2008
(Post-9/11 GI Bill) to over 2 million veterans since the program began in 2009, ac-
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cording to VA.! This program provides funding that helps cover eligible veterans’
tuition and fees (that VA pays directly to schools), as well as monthly housing bene-
fits and book stipends (that VA pays directly to veterans). These benefits enable vet-
erans to pursue a higher education and develop skills to help them re-enter the
workforce. However, recent news reports about school closures have raised questions
about the effect of these closures on student veterans’ education benefits.

My remarks today address three objectives: (1) the distribution of Post-9/11 GI
Bill tuition and fee payments among schools, (2) the outcomes of students at schools
that receive the most Post-9/11 GI Bill tuition and fee payments, and (3) how school
closures can affect student veterans. To answer objective one, we analyzed school-
level data from VA on Post-9/11 GI Bill beneficiaries, tuition and fee payments, and
school characteristics for fiscal year 2017, the most recent data available. For our
second objective, we analyzed school-level 4-year program graduation rates, reten-
tion rates, and school characteristics from the Department of Education’s (Edu-
cation) Integrated Postsecondary Education Data System (IPEDS) for school year
2017-2018, the most recent data available.?2 In addition, to estimate how many stu-
dent veterans receive Federal student aid we reviewed data from Education’s Na-
tional Postsecondary Student Aid Study (NPSAS) for school year 2015-16, the most
recent data available. We assessed the reliability of the VA and Education data by
performing electronic tests on specific data elements used in our analyses and by
reviewing documentation about the specific data systems and our prior work that
assessed the reliability of similar data. As a result of this assessment, we concluded
that the VA and Education data were sufficiently reliable for our reporting pur-
poses. My testimony related to objective three is based on our prior reports on this
topic issued between 2013 and 2017 and cited throughout this statement. We used
multiple methodologies to develop the findings, conclusions, and recommendations
for these reports. A more detailed discussion of the objectives, scope, and methodolo-
gies, including our assessment of data reliability, is available in each report.

We provided a copy of the applicable new information that we are reporting in
this testimony to VA and Education for comment. VA and Education provided tech-
nical comments, which we addressed as appropriate.

The work upon which this statement is based was conducted in accordance with
generally accepted government auditing standards. Those standards require that we
plan and perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Background
Post-9/11 GI Bill Benefits

VA has been providing veterans educational assistance benefits since 1944. We
previously reported that these benefits have been put in place over time to com-
pensate for compulsory service, encourage voluntary service, avoid unemployment,
provide equitable benefits to all who served, and promote military retention.3 The
Post-9/11 GI Bill, which took effect on August 1, 2009,% is now VA’s largest edu-
cational program. This program generally provides benefits to veterans who served
on active duty for at least 90 days beginning on or after September 11, 2001. Full
benefits are generally available to those who served on active duty for 36 months,
for which VA will pay the net cost for in-state tuition and fees at public schools and
up to an annual maximum amount at nonprofit and for-profit schools ($24,477 in
academic year 2019-2020).5 VA pays schools directly for tuition and fees and sends

1See Pub. L. No. 110-252, tit. V, 122 Stat. 2323, 2357. In this testimony we generally refer
to Post-9/11 GI Bill beneficiaries as veterans, although under certain circumstances, veterans
can transfer their Post-9/11 GI Bill benefits to their spouses and children. 38 U.S.C. § 3319.

2 Graduation rates are as of August 2017 and measure the percent of first-time full-time bach-
elor’s (or equivalent) degree/certificate-seeking undergraduate students who completed a pro-
gram within 150 percent of the program length (6 years). Retention rates are as of fall 2017.
The retention rate is the percent of first-time bachelor’s (or equivalent) degree/certificate-seeking
students who enrolled in one fall and either successfully completed their program or re-enrolled
in the next fall.

3GAO, VA Education Benefits: VA Needs to Improve Program Management and Provide More
Timely Information to Students, GAO 13 338 (Washington, D.C.: May 22, 2013).

4Pub. L. No. 110-252, tit. V, § 5003(d), 122 Stat. 2323, 2378.

5The Post-9/11 GI Bill prov1des up to 36 months of education benefits. Veterans can also re-
ceive full benefits if they served on active duty for at least 30 continuous days beginning on
or after September 11, 2001 and were discharged or released for a service-connected disability,
and in some situations in which a veteran was awarded the Purple Heart. Veterans who served
on active duty for less than 36 months beginning on or after September 11, 2001 are eligible
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additional payments for housing and books directly to veterans who are eligible for
these payments. To receive education benefits through the Post-9/11 GI Bill, stu-
dents submit applications to VA, schools certify enrollments, and VA processes
claims and payments.

Other Sources of Student Aid

For help covering the costs of their postsecondary education, veterans may also
be eligible for grants and loans available from Federal student aid programs admin-
istered by Education, such as Pell Grants and Direct Loans.® According to Education
data, an estimated 32 percent of student veterans had received Pell Grants and 28
percent had taken out Direct Loans, during school year 2015-16.7 VA education
payments, such as Post-9/11 GI Bill benefits, are not considered when calculating
eligibility for Federal student aid and do not affect the amount of aid a veteran can
receive from Education. Student veterans may also be eligible for state and institu-
tional aid (scholarships from state governments or schools, for example).

Student Veterans Attend a Wide Range of Schools, but a Small Number of
Schools Receive a Large Share of Post-9/11 GI Bill Payments

Nearly 700,000 student veterans received Post-9/11 GI Bill tuition and fee bene-
fits to attend almost 6,000 schools in fiscal year 2017.8 VA paid about 40 percent
of the Post-9/11 GI Bill tuition and fee payments to public schools, 30 percent to
nonprofits, and 30 percent to for-profits (see fig. 1).°

for a portion of the maximum tuition amount based on their time served. Certain veterans at-
tending participating nonprofit or for-profit schools may receive additional benefits to cover tui-
tion and fees through the Yellow Ribbon G.I. Education Enhancement Program. Through this
program, schools enter into voluntary agreements with VA to pay a portion of the tuition and
fees that exceed an individual’s Post-9/11 GI Bill benefit and VA matches the schools’ contribu-
tion. 38 U.S.C. § 3317.

6Pell Grants are awarded to undergraduate students with financial need to help finance their
postsecondary education. Education issues several types of loans under the William D. Ford Fed-
eral Direct Loan program, including subsidized and unsubsidized loans.

7Data are from NPSAS and results are within a +/-2 percentage point margin of error. NPSAS
data are based on a nationally representative sample of college students and are collected from
multiple sources, including school records, government databases, and student interviews.
School year 2015-16 data are the most recent available.

8We calculated the total number of schools using VA and Education data. VA’s data include
tuition and fee payments at the campus level, meaning schools that have multiple campuses
have unique data for each campus. To roll up campus-level data to the school-level, we matched
VA campus-level payment data with campus- and school-level identifiers in IPEDS when avail-
able. Some schools that receive Post-9/11 GI Bill payments are not in IPEDS because they do
not participate in Education’s Federal student aid programs. In these cases, we treated each
non-matched campus-level record as a school in our aggregate count.

9VA paid less than one percent to other types of institutions, including foreign, correspond-
ence, and flight schools, in fiscal year 2017.



32

Figure 1: Post-9/11 Gl Bill Beneficiaries and Tuition and Fee Payments in Fiscal
Year 2017, by Sector

Post-9/11 Gl Bill payments Veterans receiving benefits
($4.5 bil. total) (688,481 total)

21%
Nonprofit
schools
(142,985)

30%
Nonprofit

40% schools

Public schools ($1.3 bil.)
($1.8 bil.)

56%

Public schools 23%

(382,774) For-profit
schools
(159,685)

30%
For-profit
schools
($1.3 bil.)

<1%
Other schools <1%
($21.9 mil.) Other schools
(3,037)

Source: GAO analysis of Department of Veterans Affairs data. | GAO-19-553T

Note: Payment amounts include only tuition and fee payments made directly to schools, not additional
housing allowance or other payments. The “other” category includes foreign, correspondence, and
flight schools.

Most student veterans used Post-9/11 GI Bill tuition and fee payments to attend
schools that provided 4-year undergraduate programs (see fig. 2). Veterans may also
use Post-9/11 GI Bill benefits for training opportunities at schools that do not offer
college degrees, including training in areas such as driving, emergency medical
training, and barber or beautician skills. These programs received about $360 mil-
lion Post-9/11 GI bill tuition and fee payments in fiscal year 2017.
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Figure 2: Post-9/11 Gl Bill Beneficiaries and Tuition and Fee Payments in Fiscal
Year 2017, by Program Length

Post-9/11 Gl Bill payments Veterans receiving benefits
($4.5 bil. total) Other training (688,481 total) Other training

programs programs
(38,118)

29%
2-year
program
(197,177)

program
($647.3 mil.)

66%
4-year program
(453,186)

78%
4-year program
($3.5 bil.)

Source: GAO analysis of Department of Veterans Affairs data. | GAO-19-553T

Note: Payment amounts include only tuition and fee payments made directly to schools, not additional
housing allowance or other payments. The percentages of veterans receiving benefits do not add to
100 due to rounding.

A relatively small number of schools received a large share of Post-9/11 GI Bill
tuition and fee payments. In fiscal year 2017, the 50 schools that received the high-
est total amount of Post-9/11 GI Bill tuition and fee payments accounted for over
30 percent of all such benefits, collectively receiving $1.4 billion for over 190,000
beneficiaries. These 50 schools consisted of 14 public, 16 nonprofit, and 20 for-profit
schools (see fig. 3). In fiscal year 2017, the 50 schools received between $11 million
and $191 million each in tuition and fee payments and enrolled between around 350
and 28,000 Post-9/11 GI Bill beneficiaries. In contrast, among all schools receiving
Post-9/11 GI Bill benefits in fiscal year 2017, the majority of them enrolled fewer
than 15 veterans.

Figure 3: Selected Ch istics of the 50 Schools Receiving the Most Post-9/11 Gl Bill Tuition and Fee Payments in Fiscal
Year 2017, by Sector

Schools with the most
Post-9/11 Gl Bill tuition Post-9/11 GI Bill Number of veterans Average payment

and fee payments payment amount receiving benefits amount per veteran
(out of 50) ($1.4 bil. total) (190,265 total) ($7,176 average)
Public
schools 14 $302.5 38,851 $7,786
Nonprofit
schools 16 $351.1 53,973 $6,505
For-profit
schools | 20 I | $7117 I | 97,411 I | $7,304
0 5 10 15 20 o 200 400 600 800 0 50,000 100,000 0 4,000 8,000
Number of schools Total payment amount (in millions) Number of veterans Average payment amount

Note: Payment amounts include only tuition payments made directly to schools, not additional
housing allowance or other payments.

Student Outcomes Varied Among Schools That Received a Large Share of
Post-9/11 GI Bill Payments

Student outcomes at the 50 schools that received the most Post-9/11 GI Bill tui-
tion and fee payments were, on average, generally comparable to the national aver-
age, but varied more widely across sectors. Since available data on student veteran
outcomes is currently limited, we analyzed common outcome measures for the
broader student populations at each school:1°

10VA has several efforts underway to collect more specific data on student veteran outcomes.
Federal law requires that as a condition of approval of a course offered by a school, each year
such school that received a payment in that year on behalf of an individual entitled to relevant

Continued
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e 4-year program graduation rates: the percent of first-time full-time students
who completed a 4-year program within 6 years.11

e Full- and part-time retention rates: the percent of first-time students who en-
rolled in one fall and either successfully completed their program or re-enrolled
in the next fall.12

When examined as a whole, the average student outcomes for the 50 schools that
received the most Post-9/11 GI Bill tuition and fee payments were generally com-
parable to the national average. For example, the average 4-year program gradua-
tion rate at the top 50 schools was 61-the same as the national average. For one
of the outcome measures-full-time retention rate-the average was higher for the top
50 schools (83 percent) than the national average (75 percent).

Within the 50 schools that received the most Post-9/11 GI Bill tuition and fee pay-
ments, student outcomes varied across schools in different sectors (see fig. 4). For-
profit schools had lower 4-year program graduation and retention rates compared
to public and nonprofit schools among these 50 schools, although there was wide
variation among schools in each sector.

1
Figure 4: Student Outcomes for the 50 Schools Receiving the Most Post-9/11 Gl Bill Tuition and Fee Payments in Fiscal Year
2017, by Sector

Among R o 5 N b N N b
“top-50” 4-year program graduation rate Full-time retention rate Part-time retention rate’

Public 73 88 65
schools
H i :
Nonprofit o6 85 i3
schools
For-profit 2 56 39
schools

“Top-50”
average

61 83 49

National average National average National average
for all schools for all schools for all schools

[ 20 40 60 80 0 20 40 60 80 100 0 20 40 60 80
Percentage of students Percentage of students Percentage of students
“Top 50" = The 50 Schools Receiving the Most Post-9/11 Gl Bill Tuition and Fee Payments from Fiscal Year 2017

Source: GAO analysis of data from the Departments of Veterans Affairs and Education. | GAO-19-553T

a The 4-year program graduation rate indicates the percent of first-time full-time
bachelor’s (or equivalent) degree/certificate-seeking undergraduate students who
completed a 4-year program within 150 percent of the program length. Graduation
rates are from Education’s Integrated Postsecondary Education Data System as of
August 2017. Seven of the 50 schools were not included in the 4-year graduation rate
because they did not offer 4-year programs or did not report graduation rate data.

b The retention rate is the percent of first-time bachelor’s (or equivalent) degree/
certificate-seeking students who enrolled in one fall and either successfully completed
their program or re-enrolled in the next fall. Retention rates are from Education’s In-
tegrated Postsecondary Education Data System as of fall 2017. Retention rates are
calculated separately for full-time and part-time students.

School Closures Affect Thousands of Student Veterans

Although a relatively small number of schools close each year, these closures can
affect thousands of student veterans. In 2017 we reported that about 95 schools
closed in school year 2015-16, according to Education data, which was higher than
in previous years, primarily due to a rise in for-profit school closures (see fig. 5).13

educational assistance must submit to VA information regarding the academic progress of the
individual. 38 U.S.C. § 3326(a). In June 2018, VA notified schools that receive Post-9/11 GI Bill
payments that they are required to submit graduation and completion data as a condition of
receiving certain benefits.

11The graduation rate only includes degree- and certificate-seeking students. Seven of the 50
schools were not included in the 4-year program graduation rate because they did not offer 4-
year programs or did not report graduation rate data.

12The full- and part-time retention rates only include bachelor’s (or equivalent) degree- and
certificate-seeking students.

13 GAO, Higher Education: Education Should Address Oversight and Communication Gaps in
Its Monitoring of the Financial Condition of Schools, GAO 17 555 (Washington D.C.: Aug. 21,
2017).
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Figure 5: School Closures by School Type, School Years 2006-07 through 2015-16

Number of school closures
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Nonprofit schools
80 [
70
60

50

il

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
School year

For-profit schools

Source: GAO analysis of the Department of Education’s Postsecondary Education Participants System data. | GAO-19-553T

Schools can close in different manners and for a variety of reasons, including de-
clining enrollments, financial problems, loss of accreditation, and legal actions.
When a school ceases operations in an orderly process over several months it gives
students time to complete the current school term and make arrangements to trans-
fer and continue their education at another school. The effect of school closures is
often worse when the closures occur abruptly with little or no advance warning, be-
cause these schools generally do not have time to establish transfer arrangements
that allow students to easily continue their education at another school.

Abrupt closures of large schools, although infrequent, can affect thousands of stu-
dent veterans and result in large financial losses for the Federal government and
taxpayers. For example, Corinthian Colleges Inc.14 (Corinthian) enrolled more than
72,000 students before its closure in April 2015. The following year, ITT Educational
Services Inc. (ITT), another large for-profit provider of higher education, closed all
of its 136 campuses in September 2016, affecting more than 35,000 students. More
than 7,000 Post-9/11 GI Bill students were pursuing educational programs at
schools operated by ITT and Corinthian at the time of their closures, according to
VA. More recently, closures at Education Corporation of America in 2018 and
Dream Center Education Holdings in 2019, which operated schools under multiple
brands, including Argosy University and several campuses of The Art Institutes, af-
fected tens of thousands of students, including thousands of Post-9/11 GI Bill recipi-
ents.

Student veterans attending a school that closes may be eligible to have some or
all of their Post-9/11 GI Bill benefits restored. As a result of the Harry W. Colmery
Veterans Educational Assistance Act of 2017, VA restores GI Bill entitlements to
eligible beneficiaries affected by recent and future school closures.'> Student vet-
erans may also be entitled to a discharge on eligible Federal student loans they may
have received from Education or to have their Pell Grant eligibility restored if they
are unable to complete a program because their school closed.16

Despite these options for having benefits restored and loans discharged, school
closures can still create hardships for veterans. As we have previously reported, col-
lege students in general can face challenges transferring credits and continuing

14The vast majority of schools that closed in the 5 years from school years 2011-2012 to
2015-2016 enrolled fewer than 500 total students.

15Pub. L. No. 115-48, § 109, 131 Stat. 973, 978, codified at 38 U.S.C. § 3699. According to
VA, for schools that close after August 16, 2017, the term, quarter, or semester the veteran was
attending when the school closed will not count against their 36 months of benefit eligibility.
Veterans attending schools that closed from January 1, 2015 to August 16, 2017, may also qual-
ify for restoration of their GI Bill benefits if they have not transferred any of their credits to
another college.

16 The Pell Grant program imposes a lifetime limit equivalent to 6 years of eligibility. In late
2017, Education implemented a statutory requirement to restore periods of Pell Grant eligibility
to students who were unable to complete their course of study due to the closure of their school,
according to Education.
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their education at a new school under any circumstances.!” Students who trans-
ferred lost, on average, an estimated 43 percent of their credits, and credit loss var-
ied depending on the transfer path, based on data from 2004 to 2009. For example,
students who transferred between public schools-the majority of transfer students-
lost an estimated 37 percent of their credits. In comparison, students who trans-
ferred from for-profit schools to public schools-which happens less frequently-lost an
estimated 94 percent of their credits.!® Even if a student’s credits transfer, they may
not apply toward fulfilling degree requirements for their intended major. In these
cases, a student will likely have to take additional courses at their new school,
which could potentially delay graduation and result in additional costs to pay for
repeated courses. Further, some student veterans with credits that do not transfer
may exhaust their Post-9/11 GI Bill benefits before completing their degree.

School closures can also exacerbate other challenges veterans may face pursuing
their education. As we have previously reported, many student veterans already
cope with challenges transitioning from the military to an academic environment.19
For example, they can face challenges navigating the academic bureaucracy, wheth-
er in attempting to receive transfer credit for previous college courses or in deter-
mining what other sources of financial aid may be available to them. Many student
veterans are also trying to balance school with family and work obligations or deal-
ing with the effects of combat-related physical and psychological injuries. When a
school closes, the burden of finding and enrolling in a new school may be especially
difficult for these veterans.

Closures can also pose a financial risk for the government and taxpayers to the
extent that Post-9/11 GI benefits are restored and Federal student loans are dis-
charged. For example, in 2017 the Congressional Budget Office estimated that re-
storing Post-9/11 GI Bill benefits and other VA education benefits to student vet-
erans who attend schools that closed will increase direct spending by $320 million
over the 10 year period from 2018 to 2027.20 School closures can also result in hun-
dreds of millions of dollars in financial losses for the Federal government and tax-
payers due to discharged Federal student loans.

In conclusion, the Post-9/11 GI Bill has provided valuable education benefits to
millions of veterans who attend a wide range of schools. However, when schools
abruptly shut their doors, it can leave student veterans-who already face unique
challenges in an academic environment-without a clear path to continuing their edu-
cation and can force taxpayers to cover the cost of restoring their benefits and dis-
charged student loans. Student veterans who continue their education at another
school may also find that many of the credits they earned will not ultimately help
them after they transfer, delaying their degrees and resulting in additional costs.
As the number of school closures has increased in recent years, the risks and chal-
lenges associated with such closures are particularly salient for student veterans,
their families, and the Federal government.

Chairman Levin, Ranking Member Bilirakis, and Members of the Subcommittee,
this completes my prepared statement. I would be pleased to respond to any ques-
tions that you may have at this time.

GAO Contact and Staff Acknowledgements

If you or your staff have any questions about this testimony, please contact Me-
lissa Emrey-Arras, Director, Education, Workforce, and Income Security Issues at
(617) 788-0534 or emreyarrasm@gao.gov. Contact points for our Offices of Congres-
sional Relations and Public Affairs may be found on the last page of this statement.
GAO staff who made key contributions to this testimony include Will Colvin (Assist-
ant Director), Brian Schwartz (Analyst-in-Charge), and Jeffrey G. Miller. In addi-
tion, key support was provided by James Bennett, Deborah Bland, Benjamin
DeYoung, Alex Galuten, Theresa Lo, John Mingus, Corinna Nicolaou, and Michelle
St. Pierre.

17GAO, Higher Education: Students Need More Information to Help Reduce Challenges in
Transferring College Credits, GAO 17 574 (Washington, D.C.: Aug. 14, 2017).

18 Of the students who transferred, an estimated 62 percent of them transferred between pub-
lic schools. Students who transferred from for-profit schools to public schools accounted for 4
percent of students who transferred.

19GAO 13 338.

20This estimate was for enactment of section 109 of the Harry W. Colmery Veterans Edu-
cational Assistance Act of 2017 which restores certain benefits to student veterans who attend
schools that close. According to the Congressional Budget Office, most of the estimated increased
spending is a result of restored Post-9/11 GI Bill benefits, but some other VA education pro-
grams that are used by fewer individuals and cost less per person than the Post-9/11 GI Bill
are also included in the total spending estimate. Congressional Budget Office, Cost Estimate:
H.R. 3218 Harry W. Colmery Veterans Educational Assistance Act of 2017, (Sept. 6, 2017).
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Why GAO Did This Study

The Post-9/11 GI Bill is VA’s largest educational program. It provides payments
for eligible veterans to cover tuition and fees, housing and other costs while they
pursue a higher education. However, for some veterans this pursuit is interrupted
when the school they attend unexpectedly closes.

This testimony addresses (1) the distribution of Post-9/11 GI Bill tuition and fee
payments among schools, (2) outcomes of students at schools that receive the most
Post-9/11 GI Bill payments, and (3) how school closures can affect student veterans.

To address these topics, GAO reviewed VA data on Post-9/11 GI Bill tuition and
fee payments to schools for fiscal year 2017, the most recent school-level data avail-
able. GAO analyzed student outcome measures for these schools using Department
of Education data reported for school year 2017-2018. GAO also reviewed its prior
reports issued between 2013 and 2017 on school closures, credit transfers, and re-
lated challenges faced by student veterans.
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POST-9/11 GI BILL
Veterans Affected by School Closures
What GAO Found

In fiscal year 2017, nearly 700,000 student veterans used their Post-9/11 GI Bill
benefits from the Department of Veterans Affairs (VA) to attend programs at almost
6,000 schools. Of the almost $4.5 billion in Post-9/11 GI Bill tuition and fee pay-
ments VA made to schools in fiscal year 2017, about 40 percent went to public
schools, 30 percent to nonprofits, and 30 percent to for-profits. A small number of
schools received a large share of the tuition and fees paid, with 30 percent of pay-
ments totaling $1.4 billion going to 50 schools that enrolled over 190,000 veterans
in fiscal year 2017.

The average student outcomes at the 50 schools that received the highest total
amount of Post-9/11 GI Bill tuition and fee payments in fiscal year 2017 were gen-
erally comparable to the national averages, but varied widely when examined by
school sector. For example, the average 4-year program graduation rate for the top
50 schools was the same as the national average (61 percent). Within the top 50
schools, average graduation rates varied between public (73 percent), nonprofit (66
percent) and for-profit schools (22 percent).

Although a relatively small number of schools close each year, these closures can
affect thousands of student veterans. School closures, which have increased in re-
cent years, are particularly harmful when they involve large schools that close
abruptly with little or no advance warning. For example, more than 7,000 veterans
receiving Post-9/11 GI Bill benefits were attending schools operated by Corinthian
Colleges and ITT Educational Services when they abruptly closed in 2015 and 2016,
respectively. Although veterans affected by school closures may qualify to have their
GI Bill benefits restored, these closures can create hardships for veterans and sig-
nificant costs for taxpayers. For example, veterans can face challenges transferring
credits and continuing their education at a new school. This may make it more dif-
ficult for veterans to complete their degrees before exhausting their eligibility for
Post-9/11 GI Bill benefits. School closures also pose a financial risk for the govern-
ment and taxpayers due to the costs associated with restoring benefits.

———

Prepared Statement of Dr. Joseph W. Wescott
Introduction

Chairman Levin, Ranking Member Bilarakis and Members of the Subcommittee
on Economic Opportunity, I am pleased to appear before you today on behalf of the
fifty-one member state agencies of the National Association of State Approving
Agencies (NASAA) and appreciate the opportunity to provide comments to this com-
mittee pertaining to “Examining Mid-Semester School Closures Impact on Student
Veterans,” and particularly how we can work together with Federal and state agen-
cies to protect students from substandard programs and predatory practices. I am
1a\\/({:ct()}mpanied today by our Legislative Committee Vice Chair Trish Gordon-

cGown..

Role of the State Approving Agencies: Past and Present

State Approving Agencies (SAAs) play a critical role in the administration of GI
Billr benefits. Shortly after passage of the Servicemen’s Readjustment Act of 1944,
or the GI Bill of Rights, Congress, recognizing it was the responsibility of the states
within our Federal system of government to oversee the education of its citizens,
required that each state establish a “State Approving Agency.” In response, the gov-
ernor of each state designated a state bureau or department as the SAA. The SAA
was to be supported through reimbursement of its expenses by the US Department
of Veterans Affairs (VA). Thus evolved a truly cooperative federal-state partnership
that maintains the rights of the states while monitoring and protecting a federally-
sponsored program administered under the terms and conditions of Federal law.

The original GI Bill, as enacted in 1944, relied on state agencies to establish
standards for and to approve programs of education in which eligible individuals
could use GI Bill benefits. Over time SAAs have evolved to become the primary
means of assuring institutional accountability. Federal law is clear in that SAAs are
the primary governmental body through which approval of education and training
for Veterans’ educational benefits is to occur. With specialized authorization under
the Code of Federal Regulations and state statutes, they exercise the state’s author-
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ity to approve, disapprove and monitor education and training programs. The SAA

brings to this mission knowledge of state law and regulations as well as knowledge

of the local environment and needs of the state. SAAs also assist the states and VA

ﬁvithfexposing fraudulent and criminal activity involving the payment of Veteran’s
enefits.

In 1948, SAA representatives met to form a professional organization to promote
high professional standards, create a forum for the exchange of best practices, and
to promote uniformity of purpose and practice. For more than seventy years now,
NASAA has worked with our VA partners, the VSOs, and all agencies to ensure the
greatest numbers of quality programs are available to those eligible for education
and training benefits. We do this through our primary mission of program approval
and our related efforts; compliance, oversight, training, liaison and outreach. In-
deed, with the exception of Federal facilities, the State Approving Agencies are the
sole authority responsible for the approval of all programs of education and training
within the nation.

Practice and Partnership

Today, fifty-one SAAs in 48 states, as well as the District of Columbia and the
territory of Puerto Rico (One state has two SAAs), composed of approximately 215
professional and support personnel, are supervising well over 14,000 active facilities
and nearly 195,000 programs. The Subcommittee is no stranger to our fundamental
role as it is the same today as when we were created by Congress. SAAs work in
collaboration with the VA and our other partners to promote and safeguard quality
education and training programs for Veterans and other eligible persons and assist
the VA in preventing fraud, waste and abuse in the administration of the GI Bill.
NASAA believes the primary responsibility and focus of the SAAs is, and should
continue to be, to review, evaluate, and approve programs at schools and training
facilities, utilizing state and Federal criteria.

It is critical that, as Congress intended, each state has a SAA to protect the integ-
rity of the GI Bill. In 2018 alone, SAAs across our nation completed over 300,000
approval actions for all of NASAA Core Functions: Approval, Compliance, Technical
Assistance, Outreach, and Liaison. Almost 195,000 programs of education and train-
ing at universities, colleges, training institutions, flight schools, and correspondence
schools were approved. We do this through an approval process that allows us to
carefully evaluate many factors including curriculum, instructors, policies, facilities,
equipment and advertising. After a careful review of the completed application, we
schedule an inspection visit to the facility to ensure the institution understands
Federal and state requirements and has the capability to oversee and administer
the program. If we find that they do, we provide training on the approval process
and our continuing expectations. We continue to review the approvals on a recurring
basis as schools add or change programs and policies. Also, as a part of this ap-
proval process, where applicable, we ensure that schools are in compliance with
Public Law 112-249 and are not providing any “commission, bonus, or other incen-
tive payment based directly or indirectly on success in securing enrollments or fi-
nancial aid to any persons or entities engaged in any student recruiting or admis-
sion activities.” For schools who are signatories of the “Principles of Excellence
(POE),” we provide training and information to them as well. We also explain im-
portant requirements such as the 85/15 rule, notification to us if there are negative
accreditation finding and like areas of concern.

In 2011, with the implementation of Section 203 of Public Law 111-377, the Post-
911 Veterans Educational Assistance Improvements Act, we began assisting VA
with their requirement to perform compliance survey visits at SAA-approved institu-
tions. Last year alone, we conducted 2,069 survey visits. An unintended consequence
of Section 203 has been a diminution of the ability of SAAs to devote adequate time
to approvals and robust oversight to ensure student veterans are being provided
quality education and training. Prior to 2011, SAAs conducted the initial approval
of all programs of education through in-depth reviews. P.L. 111-377, specifically
Section 203, established “deemed approved” programs that do not require an in-
depth review because another agency with an established process and related mis-
sion has approved them. As interpreted and implemented by VA, an unfortunate
and unforeseen consequence was all programs at institutions meeting such “deemed
approved” criteria did not receive the rigorous oversight required by the SAA ap-
proval process. This hindered our oversight of these approvals, in certain cases to
the extent that certain contracted programs, particularly flight training, became ap-
proved costing taxpayers millions and graduating Veterans who were hard pressed
to find meaningful employment. Furthermore, the increased focus on compliance
surveys also adversely impacted the SAA’s ability to dedicate time and personnel
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to our critical approval and oversight functions, as codified by law. Prior to 2011,
SAAs generally visited in excess of 80 percent of all institutions with approved pro-
grams in their states annually. Today, most SAAs visit less than 25 percent of these
institutions.

To address these negative consequences and refine and refocus the SAA’s role, we
support a proactive compliance system that utilizes risk based analysis solutions to
better monitor school performance. Ideally, such a process would allow SAAs to visit
more schools and potentially identify systematic failures that could prevent student
veterans from receiving quality education or training. This refined process would
eliminate the extensive amount of time spent in preparation for conducting a com-
pliance survey visit while at the same time providing opportunity to identify and
thus prevent problems before they begin, rather than simply reacting to problems
discovered after the fact. After all, the integrity of the GI Bill and the success of
student veterans are the primary mission of the SAAs. We believe that having SAAs
conduct these Risk Based Survey visits, as mandated by Congress in the Colmery
Act, will allow us to better identify schools that are at risk of closure due to sub-
standard programming, fraudulent advertising and/or improper practices.

State Approving Agency personnel are required by their cooperative agreements
with the VA to possess rigorous levels of education and experience. Moreover, they
must develop a thorough knowledge of both Federal and state laws and regulations
governing the approval of programs of education and training. As such, we consider
an important part of our mission to be the training and professional development
of our newly hired SAA personnel, in addition to the VA’s Educational Liaison Rep-
resentative (ELR) staff members. Each year we offer our National Training Institute
(NTI) utilizing our National Training Curriculum, developed over years and regu-
larly updated. Our NTI Curriculum provides information on policies and procedures
relating to the SAA mission. Last year, we trained a total of 54 students, 36 SAA
personnel and 18 VA personnel utilizing this curriculum. Additionally, through the
development of the NASAA Mentorship Program, we work to develop an agency
management strategy and plan for new SAA directors and their staff. This program
allows NASAA’s Regional Vice Presidents to review established quarterly perform-
ance measurements for potential deficiencies across their regions and offer assist-
ance and support where needed. This program utilizes NASAA’s structure and years
of knowledge and experience to ensure each SAA provides the best possible over-
sight, guidance and support to achieve our overarching mission to protect Veteran’s
hard earned education benefits.

In regard to SAA performance measures, NASAA partnered with VA to develop
a Compilation Report designed to effectively measure the performance of each SAA.
This report aligns our yearly work with our end of year performance evaluation and
identifies potential areas that may need strengthening. The goal of this report and
the NASAA Mentorship program initiative is to identify, assist, and improve all
SAA functions.

NASAA has steadfastly maintained through the years that the primary focus of
SAAs should be to ensure programs of education and training meet both Federal
and state laws and regulations for approval. Prior to 2011 and the implementation
of P.L.. 111-377, in accordance with statute, compliance surveys were conducted by
VA Education Compliance Survey Specialists. P.L. 111-377 granted VA authority to
utilize SAAs for compliance surveys and other oversight activities. SAAs assumed
responsibility for VA-assigned compliance surveys in FY2012. Compliance surveys
are designed to ensure each facility and its approved programs are in compliance
with all applicable statutory, regulatory, and policy provisions and the facility un-
derstands those provisions. In practice, these reviews focus on reviewing student
records to ensure proper payments through a financial accountability perspective.
If during that visit, an approval issue is discovered, the VA staff refers that issue
to the SAAs for follow up action.

Unfortunately, through this shift of responsibility for completion of compliance
surveys from the VA to the SAAs, the focus of SAAs has changed from a predomi-
nant role of ensuring programs of education and training meet both Federal laws
and regulations for approval to a role with a heavy emphasis on conducting compli-
ance survey visits. This shift has impacted our ability to properly accomplish our
intended primary function. NASAA’s position is that review of financial process
oversight should reside primarily with the VA. We maintain that by placing a large
part of the responsibility of the VA’s obligation to review financial oversight and
compliance upon the SAAs, the consequence has been to diminish the SAA’s ability
to adequately perform their congressionally intended role; to promote and safeguard
quality education and training programs for veterans and other eligible persons
through review, evaluation, and approval of programs at educational institutions
and training facilities, utilizing state and Federal criteria.
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Diverting limited SAA resources to performing compliance surveys has proven
problematic and left no one to adequately fulfill the SAA’s historic role of providing
rigorous in-depth approval functions along with sufficient training, oversight and
supervision to facilities. Compliance surveys have a different focus compared to
training and risk based supervisory visits, each serving its own important purpose.
The two approaches also require different skills sets and training that are not cur-
rently optimized. Should the compliance survey role be returned primarily to the
VA, SAAs could then perform robust risk based supervisory visits combined with on-
going risk based assessments as part of the approval and oversight function of the
SAAs. The SAA would gain the ability to better protect Veterans by identifying high
risk behavior of the institutions we approve. SAAs’ focus on approval and oversight,
instead of primarily financial accountability, will help proactively identify red flags
at the institutions and entities we oversee and thus enable SAAs to properly iden-
tify systematic issues so as to prevent educational harm to our veterans and loss
of taxpayer funds. As such, NASAA strongly believes the VA and SAAs must adopt
a more proactive approach that identifies the correct balance between program ap-
provals, supervision, and compliance surveys for SAAs. In the long term, this
proactive approach would best protect the integrity of the GI Bill and taxpayer in-
terests in our combined efforts to serve Veterans and their families.

We also believe the time has come to work with our VA and VSO partners to look
at ways we can enhance and strengthen approval requirements. We need to look
more rigorously at accreditation issues, enrollment practices and where possible,
employment data. As trained educators, we are best suited to provide this important
rigorous oversight and in-depth evaluation. Though we maintain the approval of
non-federal programs is properly vested in the States, we do believe the VA should
ensure states are properly protecting the integrity and independence of SAAs and
ensuring Federal funds are properly expended. Recent occurrences in Oklahoma and
North Carolina indicated a need for the VA to be prepared to respond appropriately
when states take actions which diminish or destroy the ability of an SAA to protect
our Veterans.

Conclusion

Mr. Chairman, today, fifty-one SAAs, composed of approximately 215 professional
and support personnel are supervising over 14,000 active facilities with almost
195,000 programs. We are extremely grateful for the opportunity to once again ap-
pear before this committee to share our positions on the important topic of pro-
tecting our veterans and the GI Bill. We remain committed to working closely with
our VA partners, VSO stakeholders and educational institutions on these and other
initiatives designed to protect the quality and the integrity of the various GI Billr
programs and the Veterans and family members who have sacrificed so much for
this great Nation. I thank you again for this opportunity and I look forward to an-
swering any questions that you or committee members may have.

————

STATEMENT FOR THE RECORD

VETERANS EDUCATION SUCCESS (VES)

Chairman Levin, Ranking Member Bilirakis, and Members of the Subcommittee:

Veterans Education Success (VES) is a non-profit organization with a mission to
advance higher education success for veterans, servicemembers, and military fami-
lies, and to protect the integrity and promise of the GI Bill and other Federal edu-
cation programs.

In addition to research, providing free case work to students having trouble ac-
cessing their GI Bill benefits or impacted by predatory schools, and elevating the
voices of students to share with policy makers both their positive and negative expe-
riences in higher education, we are focused on addressing ways to increase the con-
tinued academic success of military-connected students who are pursuing their aca-
demic goals.

School Closures

The purpose of the Post 9/11 GI Bill is to aid servicemembers and veterans in the
transition from military service into the civilian workforce. Since its inception, hun-
dreds of thousands of military-connected students have had the opportunity to take
advantage of this generous benefit in hopes of increasing their economic mobility
and the socioeconomic standing of their families.
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When military-connected students use their hard-earned GI Bill benefits to attend
institutions of higher learning, they do so with the understanding that the Federal
government’s approval of degree programs at a school is an endorsement of those
programs or training. In other words, they trust that the Federal government has
done its “due diligence.” As we have seen, and as thousands of military-connected
students across the country have unfortunately experienced, that is not always the
case. At times, schools are barely hanging on financially and military-connected stu-
dents who rely on their GI Bill not just to pay for their education but also for their
living expenses, show up to class one day and are told the school is closing.

VES has helped thousands of military-connected students who have been im-
pacted by school closures. As a result, we see first-hand the negative impact that
comes along with such closures. Students face serious hardships when the schools
that they are attending suddenly close. We receive phone calls every month from
students who are facing homelessness due to losing the housing allowance that they
are no longer eligible to receive as a result of the school closure, or students who
were merely one month away from graduating when their school abruptly closed.
The students also often face the additional challenge of finding a school to transfer
to that will accept the credits that they have earned at the closed institution. Since
it is exceedingly rare that any other institution will accept these credits, the stu-
dents must either choose to (1) completely start over at another institution, where
they will likely incur debt as a result of having already used some portion of their
GI Bill benefit and spend additional time obtaining a degree; or (2) try to find a
job without a degree which is almost always a struggle. As a result of school clo-
sures, military-connected students are ultimately left with worthless credits, dimin-
ished GI Bill funds, and time wasted that they can never get back. This is why Con-
gress must act to ensure that further protections are put into place to protect mili-
tary-connected students from school closures.

Recommendations

VES has the following recommendations to provide greater protections for mili-
tary-connected students from school closures:

1.Full reinstatement of GI Bill benefits for students impacted by school
closures - Under the current law, GI Bill students are eligible to have only the cur-
rent, interrupted semester of their GI Bill benefits restored when a school closes,
regardless of how many semesters they had already been enrolled at that school.
This means they lose out on all the previous semesters they spent at the school.
In contrast, the Education Department (ED) provides its students full restoration
of their Pell Grants and full forgiveness of Federal loans when their school closes.
ED also provides loan forgiveness if a school wrongly enrolls a student who cannot
benefit or otherwise defrauds the student. Parity is needed across the agencies. GI
Bill students use their GI Bill to pay for school just as civilian students use Pell
Grants and student loans. As such, veterans should receive the same treatment.

Congress could pay for this by authorizing VA to mirror the Education Depart-
ment (ED) on “Letters of Credit.”! ED requires colleges to post a Letter of Credit
(guaranteed by a bank or financial institution) for assorted reasons, including finan-
cial stability; the letters range in amount from 10% of the Federal student aid re-
ceived by the school to a higher percent. If the school closes, ED then draws on the
bank’s Letter of Credit to cover student refund reimbursement and loan cancellation
costs. VA should be automatically triggered to require a letter of credit to protect
VA funds if, and in the same percent as, ED requires. There would be no burden
on VA. Instead, VA would simply be triggered to follow ED’s lead. For example, if
ED determines a school is a financial risk and requires the school to secure a letter
of credit worth 10% of the Title IV funds the school receives, then VA should be
triggered to require that school to secure a letter of credit worth 10% of VA funds
the school receives. This would give VA cash-on-hand in case of a school closure or
case of fraud, which would enable VA to reinstate the veterans’ GI Bill funds.

Alternatively, Congress could consider creating a VA “student tuition recovery
fund” like those in 21 states.2 Like Unemployment Insurance, all schools (or only
“risky” schools, defined by law enforcement action or ED Heightened Cash Moni-
toring status) would pay in a tiny percent of their GI Bill funds into an insurance
pool controlled by VA, available for pay-out to students.

1Letters of Credit at the Education Department are explained here: https:/studentaid.ed.gov/
sa/about/data-center/school/loc

2Veterans Education Success, “Student Tuition Recovery Funds and Other State Programs,”
available at:  https:/vetsedsuccess.org/wp-content/uploads/2018/09/state-tuition-recovery-pro-
grams.pdf
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2. Heed the Warning Signs - It is fiscally irresponsible to fail to ignore obvious
warning signs about a crumbling school. Congress should consider rigorous safe-
guards to guarantee that the schools that are receiving GI Bill funds are providing
quality education, producing gainful employment, and are not in jeopardy of shut-
ting down. In a recent study conducted by VES, “Could Education Corporation of
America’s Sudden Closure Have Been Avoided?,”3 we identified six warning signs
that should have made it abundantly clear that the schools owned by Education
Corporation of America (ECA) were in serious danger of closing:

a.Dismal Student Outcomes - Students who complete a post-secondary program
should, more often than not, be better off than a high school graduate and be on
par with similar certificate- and degree-granting institutions. At ECA, for example,
only one in three students earned more than the average high school graduate.

b. Degree Programs that Do Not Lead to Jobs, in Violation of “Career
Ready Student Veterans Act” - In 2016, Congress passed P.L. 114-315, which,
in section 409, prohibits GI Bill approval for programs that do not meet state licen-
sure and certification requirements. This provision is referred to as the “Career
Ready Student Veterans Act.” This law is not being implemented. In VES’ research
report, “Despite a 2016 Statute, the GI Bill Still Pays for Degrees That Do Not Lead
to a Job,”* VES found that half of the problematic degree programs identified in a
2015 report5 are still enrolling GI Bill students even though they fail to prepare
graduates for the licensure or certification required to get a job, and an additional
49 degree programs in fields such as law and dental/medical assisting that are also
not preparing beneficiaries for licensure and certification but are GI Bill eligible -
in violation of PL 114-315. When ECA recently shuttered, their campuses were ap-
proved for GI Bill benefits, however, nineteen of their 32 programs failed to meet
state licensure and certification requirements including the dental assisting pro-
grams offered by Brightwood College campuses.

This law was put in place to protect students from wasting education benefits at
low performing schools that cost a significant amount of money yet provide worth-
}ess degrees that do not allow them to work in the career field they are studying
or.

c.Lack of a Respected Accreditor - ECA was accredited by the Accrediting
Council for Independent Colleges and Schools (ACICS) which was derecognized as
an accreditor by the Department of Education in 2016 -the same ACICS that told
Congress that Corinthian was in compliance with its accreditation standards until
the day it closed. Most ACICS-approved schools found new accreditors when ACICS
was formally terminated in December 2016, and ACICS-accredited schools were
given 18 months to find a new accreditor.

ECA was among 85 schools that remained accredited by the discredited ACICS,
only, a likely indication that no other accreditor was willing to approve its schools.®
At a bare minimum, programs approved by discredited accreditors or those under
scrutiny should be going through regular risk-based reviews by SAAs to ensure pro-
grams approved for GI Bill benefits are indeed offering high quality programs and
outcomes.

d. Student Complaints - Student complaints filed with VA’s GI Bill Comparison
Tool and the Education Department provide another warning sign about a failing
school. In the case of ECA, VA and the Education Department had significant stu-
dent complaints, especially about financial improprieties. Schools that receive reg-
ular complaints about the quality of education they are receiving as well as the in-
stitution’s handling of tuition and fees should be automatically flagged for a risk-
based reviews by SAAs.

e. Over-reliance on Taxpayer Support - Schools that are unable to attract em-
ployer investment or private paying students and are instead almost completely reli-
ant on Federal funds should be flagged for further review. Any school that cannot

3Veterans Education Success, Issue Brief #7: Could Education Corporation of America’s Sud-
den Closure Have Been Avoided? (Dec. 2018), available at: https://vetsedsuccess.org/wp-content/
uploads/2019/01/could-education-corporation-of-america-sudden-closure-have-been-avoided.pdf

4Veterans Education Success, “Despite a 2016 Statute, the GI Bill Still Pays for Degrees That
Do Not Lead to a Job” (April 2018), available at: https://vetsedsuccess.org/wp-content/uploads/
2019/01/2018-career-ready-act-update.pdf.

5Veterans Education Success, “The GI Bill Pays for Degrees That Do Not Lead To a Job”
(Sept. 2015), available at: https:/vetsedsuccess.org/wp-content/uploads/2015/09/gi-bill-pays-for-
degrees-that-do-not-lead-to-a-job.pdf.

6 Center for American Progress, “The 85 Colleges That Only ACICS Would Accredit,” (July 3,
2018) available at: https://www.americanprogress.org/issues/education-postsecondary/news/2018/
07/03/453079/85-colleges-acics-accredit/
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attract employer or private students and instead relies on Federal funds to stay in
business should be closely monitored for its financial viability.

f. Indications of Financial Instability and an Unsustainable Business
Model - Since June 1, 2015, ECA was regularly subject to Heightened Cash Moni-
toring by the Department of Education (ED). Despite communicated concerns by
ED, the school maintained its ability to received Federal funds right up until it
shuttered.

3. Better communication between Veterans Affairs (VA) and the Depart-
ment of Education when a school is put on warning by an accreditor or by
the Department of Education - The VA is not always aware that a school is at
risk of closing or that a school has been reprimanded in some way. It is important
that VA be made aware of such findings as it is their role to disburse GI Bill funds.
If VA has no knowledge of such problems, it is impossible for measures to be taken
that protect military-connected students and their GI Bill benefits. It is also impor-
tant to identify ways in which VA can proactively get information to maintain
awareness of state and Federal agency actions against a school.

4. More Caution Flags on the Comparison Tool - The Comparison Tool is a
resource for students when deciding what institution of higher learning to attend.
By providing students with transparent information about problems institutions are
facing, students will be better able to make an informed decision as to whether or
not they want to take a risk by attending such schools. Currently, VA caution flags
on the Comparison Tool are inadequate. Despite letters from Congress - including
HVAC Chair Takano - calling on VA to expand the use of its Caution Flags and
to create a “risk index” for students,? it has not. Students remain in the dark when
a school is under law enforcement action for defrauding students or when it is under
Federal or state agency penalty or action.

5. VA and SAAs Should Not Ignore Other Government Agency Punitive
Actions - When schools fail to perform, there should be triggering events that pre-
clude institutions from getting access to GI Bill funds. Congress could legislate bet-
ter “risk-based program reviews” by VA and SAAs when another government agency
has taken punitive action against a school. One such event should include when the
ED revokes Title IV funding or DOD revokes a school’s eligibility for voluntary edu-
cation programs. Very recently, ED discovered Argosy schools were stealing Title IV
funds from students and failing to disburse the funds, so ED cut off the school en-
tirely. Despite such a significant action by ED for an egregious action, SAAs did not
act, and VA, citing lack of authority to cut a school off without the SAA doing so
first, continued to fund the schools and sent a letter to GI Bill students saying they
could continue to attend. When a school is cut off by a Federal agency for stealing
Federal funds, VA and SAAs should immediately suspend the school and inves-
tigate.

Congress also should stop the flow of funds to fraud. Federal or state law enforce-
ment lawsuits against a school for defrauding students or the government should
similarly trigger a “risk-based program review,” and depending on the severity of
the fraud alleged - should trigger a suspension or disapproval of GI Bill funds.

6. Clarify the Roles and Authority for VA and SAAs - In conversations with
representatives from VBA and SAAs, both wanted to take necessary action against
Argosy but, based on our understanding, did not feel they had the clear authority
to do so. This leads to confusion and inaction.

Additionally, in August 2018, VA issued a policy advisory that advised SAAs to
accept the decisions of accreditors and other agencies regarding whether a school
is properly preparing students for licensed occupations and other Title 38 require-
ments, rather than having SAAs come to their own decision about whether a school
warrants concern.® While this policy advisory appears to have been published in re-

7See Letter from Mr. Takano and other Members of Congress to the Secretary of Veterans
Affairs calling on the Secretary to “add a ‘risk index’ to the GI Bill Comparison Tool that would
rate schools as low-risk, medium-risk, or high-risk based on factors such as heightened moni-
toring by the U.S. Department of Education, investigations and settlements with state Attorneys
General and the Federal government, failure of credits to transfer, and other appropriate fac-
tors. Such an index would significantly improve the consumer protection information available
to veterans. It is vital not only to veterans but to their smart use of taxpayer dollars.” (June
22, 2015), available at: https://www.blumenthal.senate.gov/newsroom/press/release/sen-
blumenthal-reps-brown-takano-and-colleagues-urge-va-to-increase-protections-for-veterans-
against-for-profit-college-predatory-practices

8VBA Policy Advisory, “Acceptance of Certifications by Other Appropriately Authorized Agen-
cies or Offices that Applicable Standards Have Been Met” (Aug. 30, 2018), available at: https:/
staticl.squarespace.com/static/556718b2e4b02e470eb1b186/t/5cdaedba24a6941b952f3abe/
1557851579166/VBA+Aug2018+Policy+Advisory+to+SAAs+on+Accreditor+Actions.pdf (“In all in-
stances where an agency or office (either Federal, state or nongovernmental) outside of the SAA
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sponse to specific instances where VA believed an SAA was doing duplicative work
outside their scope of expertise, there has been much confusion around the intent
of the advisory and the impact it would have on SAAs doing their independent in-
vestigation.

Several SAAs interpreted this advisory to mean that, regardless of whether an
accreditor has put a school on probation or given the school a deadline to correct
the deficiencies, if the school technically retains its accreditation, SAAs are not al-
lowed to suspend new enrollment for GI Bill beneficiaries. One SAA was also told
their contract would be terminated because it had suspended a law school that re-
mained technically accredited despite being on probation and showing serious warn-
ing signs of financial trouble.?

In both examples above, there appears to be lack of clarity on the roles and au-
thority of VA and SAAs. We urge the Committee to clarify the roles and authority
olfl' VBA and the SAAs and to consider the VA Inspector General’s (IG) guidance on
this topic.

7. Clarify or Give VA the Ability to Disapprove Schools - VA believes it has
no statutory authority to disapprove schools and that only the SAAs have such
power. This is in part due to how 38 USC is written.

The VA Inspector General (IG) and Yale Law School both believe differently.1© A
recent VA IG report states, “According to VA OGC, SAAs have nearly exclusive au-
thority to approve, suspend, or withdraw programs for the Post-9/11 G.I. Bill, not
the VA, and this SAA authority is largely unchallengeable.”'* The IG however “does
not agree that VBA’s responsibility is so narrow”2 and outlines four reasons, for
this opinion:

VBA Has Statutory Program Disapproval Authority under 38 USC 3679:
38 USC § 3679 provides the Secretary program disapproval authority, in addition
to SAAs: “Any course approved for the purpose of this chapter which fails to meet
any of the requirements of this chapter shall be immediately disapproved by the
Secretary or the appropriate state approving agency.”

The IG cites this as a prime reason the IG believes VA has the authority to dis-
approve programs.!3

This is also the central finding of Yale Law School’s report: “The VA’s statutory
authority is clear: The VA is responsible for approving, disapproving, and sus-
pending G.I. Bill funds for educational institutions according to various criteria. Al-
though SAAs also have authority to act, the VA retains authority to disapprove

has been duly authorized, appointed or designated by state or Federal law or regulations as the
agency or office responsible for certifying compliance with applicable laws, regulations, or non-
governmental standards, those offices have already expended resources to ensure compliance
with the standards. Therefore, it is inefficient and a waste of VA resources for a SAA to repeat
their work and expend further resources in an attempt to confirm or overrule their determina-
tions. Furthermore, these agencies and offices are presumed to be the authoritative experts on
these requirements, and the same cannot be presumed of the SAA.. Actions Required: SAAs
should discontinue current practices of re-adjudicating certification (including, but not limited
to: certifications; business licenses; licenses, approvals, or authorizations to operate; accredita-
tion; authorization to provide postsecondary education; authorization to confer degrees, etc.)
issued by an agency or office duly authorized, appomted or designated by state or Federal laws
or regulations as the agency or office responsible for certifying compliance with applicable laws,
regulations, or non-governmental standards.”)

9 Letter from Robert Worley, VBA, to Keith Boylan, California Department of Veterans Affairs
(Aug. 24, 2018), available at: https:/staticl.squarespace.com/static/556718b2e4b02e470eb1b186/
t/5cdaef219140b7{577f64ce3/1557851937687/VA+ltr+to+CA+re+disapprovals+Aug2018.pdf
(“CSAAVE inappropriately took action as if the programs were not accredited and advised the
school to request a waiver from VA. Thomas Jefferson School of Law’s programs were accredited
at the time, although in a probationary status”).

10U.S. Department of Veterans Affairs, Office of the Inspector General, “VA’s Oversight of
State Approving Agency Program Monltorlng for Post-9/11 GI Bill Students” (Dec. 3, 2018),
available at: https:/www.va.gov/oig/pubs/VAOIG-16-00862—-179.pdf; Yale Law School “VA’s
Failure to Protect Veterans from Deceptive College Recruiting Practices” (2016), available at:
https://www.insidehighered.com/sites/default/server—files/files/Yale-VES%20Mem0%20.pdf.

11U.S. Department of Veterans Affairs, Office of the Inspector General, “VA’s Oversight of
Sta;;edApproving Agency Program Monitoring for Post-9/11 GI Bill Students” (Dec. 3, 2018).

121d. at 4.

131G Report at 28-29 (“The OIG also does not agree with the statement that that SAAs are
primarily responsible for approvals and are given this authority nearly exclusively under the
law. The provisions of 38 CFR § 21.4152, Control by agencies of the United States, prohibits
VA from supervising or controlling the SAAs, but also specifically states that VA retains the
right to determine whether the SAAs are complying with Title 38. Furthermore, 38 U.S.C.
§3679, Disapproval of courses, also allows VA to approve or disapprove schools, courses, or li-
censing or certification tests and does not include any limitations stating VA can only exercise
this authority when acting in the role of an SAA.”)
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schools or courses and approve schools ‘notwithstanding lack of State ap-
proval.””’14

Under OMB Guidance and the Financial Integrity Act, VBA is “Ultimately
Responsible” for Stewardship of Taxpayer Funds: As the IG wrote: “VBA’s po-
sition also does not address its responsibilities under the Federal Managers’ Finan-
cial Integrity Act of 1982 (FMFIA) and OMB Circular A-123, which state that agen-
cy managers and staff are responsible for the proper stewardship of Federal re-
sources.”15

VBA Has Overridden SAAs: As the IG wrote: “The OIG also noted that the
statement about the nearly exclusive authority of the SAAs, except in cases where
the state does not have an SAA, directly contradicts prior VBA actions: VBA stopped
an Arizona college in 2015 from enrolling additional students in flight training pro-
grams approved by the Arizona SAA until the college complied with Title 38 regula-
tions and suspended payments to Ashford University after the Arizona SAA ap-
proved the university’s programs in 2017.716

VBA has power to oversee SAAs: Finally, VBA has central authority to oversee
SAAs to ensure they satisfy Title 38 standards.1?

Despite the IG and Yale Law School’s belief that VA does have authority to dis-
approve schools, we ask Congress to clarify VA’s authority in statute:

a. Clarify or Give VBA Authority to Disapprove Schools Even if an SAA
Fails to Do So. This would protect students and taxpayer dollars from schools that
has been cut off by ED for stealing funds.

b. Codify the Principles of Excellence so Schools Must Sign a Contract to
Participate in GI Bill - Both DoD and ED have signed contracts schools must sign
in order to participate in their education funds.'® When a school violates the terms
of that contract, DoD and ED have the contractual authority to disapprove the
school. Congress could strengthen VA’s authority to disapprove schools by aligning
VA with DoD and ED by codifying VA’s Principles of Excellence (which are currently
voluntary and unenforceable) in a contractual framework schools must sign, which
would empower VA to limit or end a school’s participation in VA education funds.
This new VA MOU should incorporate the elements in DoD’s MOU, where appro-
priate, and should explicitly incorporate ED’s “program integrity” requirements -
just as DoD did in its MOU for schools.

c. Strengthen 38 USC 3696 - One reason schools shutter is because they are en-
gaged in fraud that is exposed by law enforcement. Bipartisan state and Federal law
enforcement is taking action to protect students, such as the lawsuit brought by 48
states plus the District of Columbia, against one school for defrauding students. 38
USC 3696 requires the disapproval of schools that engage in misleading and decep-
tive advertising and recruiting.!® Implementation of this statute would have dis-

14Yale Law School Report at 6 (quoting 38 C.F.R. § 21.4152(b)(5)). See also Yale Law School
at 5, footnote 31 (”38 U.S.C. §§ 3675, 3679 (granting both “[t[he Secretary or a State approving
agency” authority to approve and disapprove educational institutions); see also 38 U.S.C. §
3690(b)(3)(A) (granting suspension authority to the VA); 38 C.F.R. § 21.4210 (detailing the proc-
ess that must accompany a mass suspension of funds, and of enrollments or reenrollments at
educational institutions); 38 C.F.R. § 21.4259 (grantmg suspension authority to the SAA); S.
REP. NO. 111-346, at 21 (2010) (noting that the 2010 amendments to the G.I. Bill were in-
tended “to expand VA’s authority regarding approval of courses for the enrollment of veterans
(and other eligible persons) who are in receipt of VA administered educational assistance pro-
grams”) (emphasis added).

15]G Report at 15 (“Agency managers and staff are expected to ensure programs operate and
resources are used to meet agency missions with minimal potential for waste, fraud, and mis-
management.”); see also IG Report at 18 (“Although VBA may comply with a strict interpreta-
tion of Title 38 requirements, it is not effectively overseeing the program to safeguard students’
interests and taxpayers’ funds and ensure the proper stewardship of Federal resources as re-
quired by FMFIA and OMB Circular A-123.”)

161G Report at 28-29.

171G Report at 13—-14 (“VBA believed it had a very restricted role in the SAA oversight process
and subsequently did not identify its weaknesses. The former Executive Director stated VBA
is prohibited under Federal law from exercising control over the SAAs . . . The former Executive
Director stated that the primary responsibility for the review, approval, and continuous moni-
toring of the programs resided with the SAAs and that VBA had no control over what the SAAs
did. He maintained this position even though VBA has the authority to establish and negotiate
contracts with the SAAs [and] the authority to determine whether an SAA is complying with
the standards and provisions of the law.”)

18DoD’s “Memorandum of Understanding” with schools is available at https:/dodmou.com/.
ED’s Title IV “Program Participation Agreement” is available at https:/ifap.ed.gov/regcomps/
doc4072—bodyoftext.htm.

1938 USC 3696(a) (“The Secretary shall not approve the enrollment of an eligible veteran or
eligible person in any course offered by an institution which utilizes advertising, sales, or enroll-
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approved some of the worst bad actor schools before they shuttered and would have
saved tens of thousands of veterans from wasted time and GI Bill.

Congress could strengthen 38 USC 3696 by adding clarifying language, clear trig-
gers, and giving a time limit on VA to act (e.g., “within 90 days of learning of a
government agency action, lawsuit, or settlement, or of more than 50 student vet-
eran complaints filed with VA about the institution.” Congress also could strengthen
the law by specifying steps for VA to take, including:

e Disapprove the enrollment of future eligible persons, or disapprove the enroll-
ment of both future and current eligible persons if, in the Secretary’s or SAA’s
discretion, the situation warrants such;

e Post a caution flag on the GI Bill Comparison Tool;

Alert currently enrolled GI Bill students; and

o Refer the matter to the Federal Trade Commission for its preliminary findings,
in accordance with 38 USC 3696(e).

Congress also could specify the time period until a bad actor school could reapply
for approval, such as: “An institution of higher education shall not be eligible to en-
roll new GI Bill students until 24 months have passed and the institution presents
independent, third-party verification that its practices are no longer in violation of
38 USC 3696(a).”

8. VA Can Suspend New Enrollments If It Does Not Want to Disrupt Cur-
rent Students - VA officials often explain they do not want to disapprove schools
because they are concerned about displacing current students. To address this con-
cern and protect new students from being harmed, we encourage VA to consider
stopping new enrollments.

9. Protect GI Bill Funds by Adjusting How VA Disburses Funds - The US
Government Accountability Office reported that GI Bill overpayments cost $416 mil-
lion in FY 2014, affecting 1 in 4 GI Bill students.20 VA claws back GI Bill tuition
overpayments directly from students,2! even though the school received the money.
This places the student in the position of having to ask the school for a refund.

A major cause of the GI Bill overpayment is the way VA differs from ED on how
much tuition a school can keep. VA disburses the entire semester of Post-9/11 GI
Bill benefits directly to the school after a veteran (or his/her designated beneficiary)
sits for just one day of class. This “Just 1 Day” mentality incentivizes colleges to
deceive veterans to get them to enroll for “Just 1 Day,” and denies veterans the op-
portunity to experience and evaluate the product being provided without being on
the financial hook. Historically, Congress carefully avoided direct payments to
schools because of such fraud.22

In contrast, ED disburses Title IV funding immediately, but prorates the amount
of tuition the school has “earned” during the term, up until 60 percent of the time
in a semester has passed; after the 60 percent cutoff, a school is viewed as having
earned 100 percent of Title IV funds.23 ED also maintains a disbursement delay of
30 days for new students (covering a college “add/drop period”), to ensure they can
find the right school prior to ED’s releasing funds.2¢ ED handles overpayments by
adjusting future disbursements to reflect past overpayments, including situations
when a student does not begin attendance at an institution and when a student
withdraws.

VA should follow ED’s pro-rated basis for determining how much tuition the
school has “earned,” and follow ED’s method of clawing back tuition overpayments
from the school, not the student, since the school got the tuition money. VA also
should immediately comply with the 8 GAO recommendations on overpayments, in-
cluding monthly enrollment verification by each veteran. (Housing allowance over-
payments would still need to be clawed back from the student, but VA should not
clawback a student’s monthly housing allowance if a college changes its zip code/
VA facility code, and the student did not change anything.)

ment practices of any type which are erroneous, deceptive, or misleading either by actual state-
ment, omission, or intimation.”)

20U.S. Government Accountability Office, “Post-9/11 GI Bill: Additional Actions Needed to
Help Reduce Overpayments and Increase Collections” (2015), available at: https://www.gao.gov/
assets/680/673230.pdf.

21 See 38 USC 3680(e).

22The Century Foundation, “Truman, Eisenhower, and the First GI Bill Scandal” (2017),
available at: https:/tef.org/content/report/truman-eisenhower-first-gi-bill-scandal/.

23 See US Education Department, “Withdrawals and the Return of Title IV Funds,” available
at: https:/ifap.ed.gov/sfahandbooks/attachments/0708Vol5C2a.pdf;

24 See 20 U.S. Code §?71078-7 “Requirements for disbursement of student loans.”
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We appreciate the amount of time, effort, and attention the Committee has given
to ensure military-connected students are protected when institutions close. Thank
you for considering the views of VES on this important topic.

——
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P 0 Box 145122
Salt Lake City, UT
1145122
800.663-1662
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‘/ We are writing to inform you that your loan(s) is inefigible for discharge for
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The administrative forbearance that was placed on your loan(s) has ended and payments are
now due. All unpaid interest that accrued during the forbearance was capitalized (added to the
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of your enrollment dates.
If you have questions, we are available at the number above Monday through Thursday 6 a.m.
to 7 p.m. and Friday 6 a.m. to S p.m., Mountain Time. We can also be reached by e-mail at

customerservice@mycornerstoneloan.org.



50

CL COC DY

INIWAVC V DIVIN

|

)|

€32 Ueo] 4

MU JUSC s 02 330043 UeS oA I

Inp 320d 2A8p /| /AOU 31 3UNCISE INCK ‘§LOT/E0/80 30 °Y

isw

oz g avew zou Siprof

95°009s

Buijjig 3 syuswiAeg

3| | IARY NOA °




51

_— —r

Anseel] 8y} jo uswiredag

1860 L/AOB S M

(sps0081 inoA 1o} daey)

1-g601 wod

WepNis 8

B Il DE%ASUM
e} PEXOOUD 6

mva WERNIS QWi eY
“mmwtf_nmﬁguw

ON ID0Y)1eDINOI 4 8D

0,00 QU WDINOD Su)| 0

G.02 wuwﬂi
[ f
foled 2rupeor
WY IO siLncuwe
1 XGJ ui

1ok ond e i
sweld Jo sdiysme|cyss
oy SiudLsnipy o

00C¥8 LIS
SRt CUsS § ¥ I0}
ey
wa 2107 493 poiies Bupc ——UOHBICUS 4 DUO|Yy ies !
UORNIEN [EuSiesnpe inok pe

1-8601 2

810¢

N GNRO oa

588

00°18L°L1S
o PO PUT UG
G SIUEWARS |

&)

!

uadx
10}

53

30 H17 T LAUnes Cedu ADIC S0 E188 U

NOSHI(

A

® Pio4 - uadp 0 ——

BEOL 22992 [ISDI

£264-1€€ (209) 110D

1EQUWINU GUOydD|9 PuT BEOD TS
10 AyD ‘sseipps

L2088 2V XUs0yd

anuaay dejun(] 159 €622
XUBGY 3O aMNSU] By UL

msod ub @
196415 'eweu S HINS




52

apes

gin) PSINOD JEUIHSUBIL sajesipul 34/
2P0 UDNEIRY sBOIPUL N
35107 USKEIDY SANBIIPY! ..

.ihsea&amﬁ%_uaﬁa.z

S035iH BV 208vd
= ’i- ._ - wenauD ¥ AOHL TDAHN L0EVA30
SLOULNL wrQ LG " ) - saanmla SSAUISNE BIPIN B802vA4Q
265503081 g wbgon3 - Priaing - Buizp3 o Pung £LVASA
‘Wl P — - SESREIS RPN O BUN €0IVAIQ
0:g CHN § ﬁeiaévﬂxébwm L3022 2102z Jin 4 SFVEND JALWNG LT 4DLOLIOT was0L
& veows) W e wnd W vdO uwdL
- - =
{ - i) QM0iD ZovONI - — - PRV REPILLI] £2ZvAIQ
WL P “— = mEdy 5 Witd 3O AIOEH SOTVAIQ
ZOTHASG k= =] - G dnes ;0 Pty 10ZvA40
FEe - o .- W4 e 10) BBt £2IVAS0
VO Way 'keu " == - A wig weBiG o Aung {03VA4D y
2 [ 113 293se0p Buuds 2107 4OFOLIOT (wed) -
O
- -t B o Wl voo wor Z
e — - 2@ .-
¥ <
- == - " o
T e -
] - @ wm i pbs,w“.w..szEw oue wivpon 0ivi P4
= = S e L ) SolvAda  [o)
- : . = 22 69W“,M S onut zoiwvada  f]
L3025218 21 POV 3G puny woivany
190 4, o
Fn LT JOIUM 2107 4040210 “iuiag W
=P 2102818 iereg pmrg o
()
x
,,,, a
=
3
=

aue 4

IEH&MC@OI& 30 NSy My oY)
~SVRLHO S305 HIOB WONS T 1aISIN 3 p.m:!?ou, =

purig Auopmyg

O



