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Negotiators met to develop proposed regulations during the months of November 2009 through
January 2010. Consensus not reached

NPRM on Program Integrity and Student Aid released on June 18, 2010

• Comments were due August 2, 2010

• Final regulations by November 1, 2010

• Effective July 1, 2011

NPRM on Gainful Employment Regulations issued on July 26, 2010

• Comments due on September 9, 2010

• Final regulations were due to be finalized by November 1, 2010, but process has been delayed due to the overwhelming,
record-breaking number of comments that were filed

• Even with the delay, implementation could still be 2012-13 as originally proposed

• Draft regulation proposes that impacted programs capped at 5% first year

• Individual programs may become ineligible or have limited participation in title IV Federal student aid programs

PROCESS



Neg-Reg

Issues Included in Notice of Proposed Rulemaking (NPRM)

1. Definition of High School Diploma for the
Purpose of Establishing Institutional Eligibility
to Participate in the Title IV Programs, and
Student Eligibility to Receive Title IV Aid

8. Agreements Between Institutions of Higher
Education

2. Ability to Benefit 9. Verification of Information Included on Student
Aid Applications

3. Misrepresentation of Information to Students
and Prospective Students

10. Satisfactory Academic Progress

4. Incentive Compensation 11. Retaking Coursework

5. State Authorization as a Component of
Institutional Eligibility

12. Return of Title IV Funds: Term-based Programs
with Modules or Compressed Courses

6. Gainful Employment in a Recognized
Occupation

13. Return of Title IV Funds: Taking Attendance

7. Definition of a Credit Hour 14. Disbursements of Title IV Funds



To participate in Title IV programs, proprietary
institutions and postsecondary vocational
institutions are required to provide an eligible
program of training that prepares students for
gainful employment in a recognized
occupation.

Gainful
Employment



• Regulations proposed in the June NPRM focus
on reporting requirements

• The July NPRM proposed specific measures for
determining gainful employment

Gainful
Employment



June NPRM

Requires annual submission of information about students
who complete a program that leads to gainful employment
in a recognized occupation, such as:

– Identifying information about each student who completed a
program

– The date the student completed the program, and

– The amounts the student received from private educational
loans and institutional financing plans

Gainful
Employment



In addition, institutions would be required to disclose on their web site
information about:

– The occupations that its programs prepare students to enter

– The on-time graduation rate of students entering a program,

– The cost of each program, including costs for tuition and fees, room and
board, and other institutional costs typically incurred by students enrolling
in the program,

– Beginning no later than June 30, 2013, the placement rate for students
completing each of those programs

– The median loan debt incurred by students who completed each program in
the preceding three years, identified separately as title IV, HEA loan debt and
debt from private educational loans and institutional financing plans

Gainful
Employment



July NPRM

Gainful employment determined by applying
two tests at the program level

1. Debt-to-income

2. Repayment rates

Based upon these test, programs may face
restrictions or become ineligible

Gainful
Employment



Debt-to-Income:
Measure of program completers’ ability to repay loans

Debt vs. Discretionary Income

“recognizes that borrowers with higher incomes can afford to
devote a larger share of their income to loan repayment..”

Debt vs. Annual Earnings

“would benefit programs whose borrowers have lower earnings”

Gainful
Employment



Repayment Rate:

Measure of whether former students are repaying their loans,
regardless of whether they completed the program

Helps institutions with high debt-to-income ratios but otherwise
have students who “understand their financial obligations.”

Gainful
Employment



Gainful Employment “Sanctions” Summary

Gainful
Employment



Secretary approval for new programs

• Employment projections

• Employer demand

• Secretary may limit initial enrollment

Gainful
Employment



Problem Areas

• Dept of Ed data release shows that many non-profit traditional colleges and
universities have similar loan repayment rates, yet, for the most part, degree
programs at these schools are not affected by the Department’s draft rule

• Significant potential impact on for-profit industry, including likely reduction of
programs at some schools (some estimates include as many as one-third of the
program offerings at for-profit schools)

• A likely increased emphasis on recruiting “less risky” students resulting in fewer
choices of schools and programs for many of the low-income, non-traditional and
minority students that currently attend for-profits

• Schools may be less likely to steer students into more beneficial repayment plans
because those plans don’t pay down principal

• Extremely complicated and hard to administer – potentially possible to manipulate

Gainful
Employment



Congress

• Congress has the power to over turn regulations

• Harkin Hearings

• House and Senate Democrats requested a GAO
Investigation/Report on For-Profit Education that is due
early next year

• Possible Higher Ed bill next Congress

Politics



Congress

• Republicans are generally supportive of the for-profit
industry and oppose the gainful employment proposal, but
are watching the Harkin hearings and GAO reports very
carefully

• Democrats are mostly in line with the Obama
Administration – but there is an increasing number who
have raised concerns about certain draft regulations

• What happens if GOP takes over the House? It helps the
industry, but not necessarily as much as some people think

POLITICS



Politics – Other Higher Education Players

• Many of these rulings impact traditional colleges and
universities as well – especially community colleges

• CCA represents industry and is strongly opposed to the
Department’s NPRM

• ACE (traditional college community) response is
somewhat neutral on gainful employment, but has
raised concerns about several key components of the
proposal

POLITICS



Q&A

 There are two ways to ask a question:

 If you are using the telephone for audio, click the “raise
your hand” icon in the right hand corner of your
computer and we will call on your name and unmute
your line so you can ask the question yourself.

 If you are using the computer for audio, please press
the red arrow in the right hand corner, and then type
your question into the Questions box.



Institute for a Competitive Workforce

www.uschamber.com/icw


