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Revised GAO Report Less Critical of For-Profit Recruiting Practices 
  

 

Flash: 
 An article in today’s Washington Post explains how a Government Accountability Office’s

(GAO) amended report on the for-profit education industry’s recruiting practices appears less

critical than the original report presented to Congress. 

Our View: 

∗ The original August 4th report was presented in testimony to the Senate Health Education

Labor and Pension Committee, and included undercover video and audio of enrollment

representatives at several publicly held for-profit schools providing misleading and/or

false information to potential students. 

∗ Subsequently, the damaging report became one of the cornerstones of committee chair

Sen. Tom Harkin’s (D-IA) promise to introduce legislation. 

∗ The amended report was posted on the GAO website on November 30 and contains

revisions that soften the original negative description of events in the first report. 

∗ One example provided is an instance where an applicant was told he could make up to $100/hr

as a massage therapist. The revised report explains the applicant was told he could earn up to

$30/hr and that the school’s massage instructors and directors can earn up $150-$200/hr. 

∗ Generally, Republican committee members and supporters of the industry say the

revisions undermine the GAO report, while Democrat members and others against the

sector believe the revisions do not change the overall substance of the report. 

∗ In our view, these revisions raise several questions and weaken the arguments in favor of

more onerous legislation. 

∗ The revised report can be found here: http://www.gao.gov/new.items/d10948t.pdf 

∗ The Washington Post article can be found here: http://www.washingtonpost.com/wp-

dyn/content/article/2010/12/07/AR2010120706803.html 
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Important Disclosures 
Analyst's Certification 

I, Jeffrey M. Silber, hereby certify that the views expressed in this report accurately reflect my personal views about the subject 

securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed in this report. 

Analysts who prepared this report are compensated based upon (among other factors) the overall profitability of BMO Capital 

Markets and their affiliates, which includes the overall profitability of investment banking services. Compensation for research is 

based on effectiveness in generating new ideas and in communication of ideas to clients, performance of recommendations, 

accuracy of earnings estimates, and service to clients. 
 

Distribution of Ratings (September 30, 2010) 

Rating 

Category 

 

BMO Rating 

BMOCM US  

Universe* 

BMOCM US 

IB Clients** 

BMOCM US 

IB Clients*** 

BMOCM 

Universe**** 

BMOCM 

IB Clients***** 

Starmine 

Universe 

Buy Outperform 36.5% 13.6% 40.7% 40.4% 49.1% 55.4% 

Hold Market Perform 60.2% 11.3% 55.9% 55.6% 49.1% 39.7% 

Sell Underperform 3.3% 12.5% 3.4% 4.0% 1.9% 4.8% 

* Reflects rating distribution of all companies covered by BMO Capital Markets Corp. equity research analysts. 

** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for 

Investment Banking services as percentage within ratings category. 

*** Reflects rating distribution of all companies from which BMO Capital Markets Corp. has received compensation for 

Investment Banking services as percentage of Investment Banking clients. 

**** Reflects rating distribution of all companies covered by BMO Capital Markets equity research analysts. 

***** Reflects rating distribution of all companies from which BMO Capital Markets has received compensation for Investment 

Banking services as percentage of Investment Banking clients. 
 

Ratings and Sector Key 

We use the following ratings system definitions:  

OP = Outperform - Forecast to outperform the market;  

Mkt = Market Perform - Forecast to perform roughly in line with the market;  

Und = Underperform - Forecast to underperform the market;  

(S) = speculative investment;  

NR = No rating at this time;  

R = Restricted – Dissemination of research is currently restricted. 

 

Market performance is measured by a benchmark index such as the S&P/TSX Composite Index, S&P 500, Nasdaq Composite, as 

appropriate for each company. BMO Capital Markets eight Top 15 lists guide investors to our best ideas according to different 

objectives (Canadian large, small, growth, value, income, quantitative; and US large, US small) have replaced the Top Pick 

rating. 

 

Other Important Disclosures  

For Other Important Disclosures on the stocks discussed in this report, please go to http://researchglobal.bmocapitalmarkets.com/ 

Company_Disclosure_Public.asp or write to Editorial Department, BMO Capital Markets, 3 Times Square, New York, NY  

10036 or Editorial Department, BMO Capital Markets, 1 First Canadian Place, Toronto, Ontario, M5X 1H3. 

 

Prior BMO Capital Markets Ratings Systems 

http://researchglobal.bmocapitalmarkets.com/documents/2009/prior_rating_systems.pdf 

Dissemination of Research 

Our research publications are available via our web site http://bmocapitalmarkets.com/research/. Institutional clients may also 

receive our research via FIRST CALL, FIRST CALL Research Direct, Reuters, Bloomberg, FactSet, Capital IQ, and 

TheMarkets.com. All of our research is made widely available at the same time to all BMO Capital Markets client groups entitled 

to our research. Additional dissemination may occur via email or regular mail. Please contact your investment advisor or 

institutional salesperson for more information. 

 

Conflict Statement 

A general description of how BMO Financial Group identifies and manages conflicts of interest is contained in our public facing policy 

for managing conflicts of interest in connection with investment research which is available at 

http://researchglobal.bmocapitalmarkets.com/Conflict_Statement_Public.asp. 

 

General Disclaimer 

“BMO Capital Markets” is a trade name used by the BMO Investment Banking Group, which includes the wholesale arm of 

Bank of Montreal and its subsidiaries BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltée./Ltd., BMO Capital Markets Ltd. in 

the U.K. and BMO Capital Markets Corp. in the U.S. BMO Nesbitt Burns Inc., BMO Capital Markets Ltd. and BMO Capital 
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Markets Corp. are affiliates. Bank of Montreal or its subsidiaries (“BMO Financial Group”) has lending arrangements with, or 

provide other remunerated services to, many issuers covered by BMO Capital Markets. The opinions, estimates and projections 

contained in this report are those of BMO Capital Markets as of the date of this report and are subject to change without notice. 

BMO Capital Markets endeavours to ensure that the contents have been compiled or derived from sources that we believe are 

reliable and contain information and opinions that are accurate and complete. However, BMO Capital Markets makes no 

representation or warranty, express or implied, in respect thereof, takes no responsibility for any errors and omissions contained 

herein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this report or its contents. 

Information may be available to BMO Capital Markets or its affiliates that is not reflected in this report. The information in this 

report is not intended to be used as the primary basis of investment decisions, and because of individual client objectives, should 

not be construed as advice designed to meet the particular investment needs of any investor. This material is for information 

purposes only and is not an offer to sell or the solicitation of an offer to buy any security. BMO Capital Markets or its affiliates 

will buy from or sell to customers the securities of issuers mentioned in this report on a principal basis. BMO Capital Markets or 

its affiliates, officers, directors or employees have a long or short position in many of the securities discussed herein, related 

securities or in options, futures or other derivative instruments based thereon. The reader should assume that BMO Capital 

Markets or its affiliates may have a conflict of interest and should not rely solely on this report in evaluating whether or not to 

buy or sell securities of issuers discussed herein. 

Additional Matters 
To Canadian Residents:  BMO Nesbitt Burns Inc. and BMO Nesbitt Burns Ltee/Ltd., affiliates of BMO Capital Markets Corp., 

furnish this report to Canadian residents and accept responsibility for the contents herein subject to the terms set out above. Any 

Canadian person wishing to effect transactions in any of the securities included in this report should do so through BMO Nesbitt 

Burns Inc. and/or BMO Nesbitt Burns Ltee/Ltd.  

To U.S. Residents:  BMO Capital Markets Corp. and/or BMO Nesbitt Burns Securities Ltd., affiliates of BMO NB, furnish this 

report to U.S. residents and accept responsibility for the contents herein, except to the extent that it refers to securities of Bank of 

Montreal. Any U.S. person wishing to effect transactions in any security discussed herein should do so through BMO Capital 

Markets Corp. and/or BMO Nesbitt Burns Securities Ltd.  

To U.K. Residents:  In the UK this document is published by BMO Capital Markets Limited which is authorised and regulated by 

the Financial Services Authority. The contents hereof are intended solely for the use of, and may only be issued or passed on to, 

(I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial 

Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (II) high net worth entities falling within 

Article 49(2)(a) to (d) of the Order (all such persons together referred to as “relevant persons”). The contents hereof are not 

intended for the use of and may not be issued or passed on to, retail clients. 

 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 

BMO Financial Group (NYSE, TSX: BMO) is an integrated financial services provider offering a range of retail banking, wealth management, 
and investment and corporate banking products. BMO serves Canadian retail clients through BMO Bank of Montreal and BMO Nesbitt 
Burns. In the United States, retail clients are served through Harris N.A. Investment and corporate banking services are provided in Canada 
and the US through BMO Capital Markets. 
  

BMO Capital Markets is a trade name used by BMO Financial Group for the wholesale banking businesses of Bank of Montreal, 
Harris N.A. and BMO Ireland Plc, and the institutional broker dealer businesses of BMO Capital Markets Corp. (Member SIPC), BMO 
Nesbitt Burns Trading Corp. and BMO Capital Markets GKST Inc. (Member SIPC) in the U.S., BMO Nesbitt Burns Inc. (Member 
CIPF) in Canada, Europe and Asia, BMO Nesbitt Burns Securities Limited (U.S. registered and member of FINRA), and BMO Nesbitt 
Burns Ltée/Ltd. (Member CIPF) in Canada, and BMO Capital Markets Limited in Europe and Australia. “Nesbitt Burns” is a registered 
trademark of BMO Nesbitt Burns Corporation Limited, used under license. “BMO Capital Markets” is a trademark of Bank of 
Montreal, used under license. "BMO (M-Bar roundel symbol)" is a registered trademark of Bank of Montreal, used under license. 
 

®  Registered trademark of Bank of Montreal in the United States, Canada and elsewhere. 
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