
 
Ms. Jessica Finkel 
U.S. Department of Education 
Docket ID ED–2010–OPE–0012 
1990 K Street, N.W., Room 8031 
Washington, DC 20006-8502 
 
The Honorable Arne Duncan, Secretary 
Washington, D.C. 20006-8502 
United States Department of Education 
400 Maryland Avenue, SW 
Washington DC 20202 
 
Re: Proposed Rules on Program Integrity: Gainful Employment, Department of Education 
Rulemaking Docket ID ED–2010–OPE–0012, July 26, 2010 (proposed rules). 
 
 
Dear Secretary Duncan: 
 
Please allow me to speak specifically of my situation. I graduated from Valley Forge Military 
Academy (high school) with honors, from Rutgers University with a B.A. in English Literature (18th 
Century), and received MBA also from Rutgers University-Cum Laude with a concentration in 
Finance.  I have been a school owner for over thirty-two years.  I own 100% of Career Point 
College in San Antonio, Texas.  Given my involvement in the education industry, I would argue 
that I am very qualified to speak to the issues pertaining to this NPRM, also known as Gainful 
Employment.   
 
Specific Demographics 
 
Some basic demographics of my school are as follows:  
 

 87% Women 
 60% have young children 
 85% are Hispanic or Black 
 90% are Pell eligible – low-income 
 The average age is 25 years 
 Located in the inner city of San Antonio, Texas 
 40%+ have unsuccessfully attended the local community college 
 Our student population is ~ 1500 students 
 The school employs ~350 employees 
 The college offers 10 Diploma programs, 5 Associate of Arts Degree programs, and 3 

Bachelor Degree programs 
 The college offers programs in Medical, Computers, Business, and Legal studies 
 100 hybrid online students 
 103,500 square foot facility: 80,000 square feet devoted to the school; 15,000 square feet 

devoted to the school’s daycare operations, 8,500 square feet devoted to loan collection 
services, CDR maintenance, and In-house loan management. 

 The college was founded in 1984 
 
As described above, and in summary, my school is located in the inner-city; we educate a high 
proportion of low-income, young minority women with children, many of whom have attended our 
local community college without success, but who do achieve success at our college. 
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Student and institutional achievements 
 
Among the many achievements of our college, a few are listed below:   
 

 For the last four years for which we have complete data (July 1, 2004 – June 30, 2009) 
our graduation rate is > 60% - all students in all programs. 

 For the last four years for which we have complete data (July 1, 2004 – June 30, 2009) 
our placement rate approximated 88% - all students in all programs.1  Of 3,476 graduates 
for the period, 2609 graduates were placed directly in their field of study; 441 were 
placed in related fields of study; 106 graduates work in non-related jobs (these graduates 
are considered NOT placed); 164 graduates were not available for placement (4.72%) – 
not considered in the placement calculations. 

 The Cohort Default Rate for the most recent cohort year (to be published) is 
approximately 10%. 

 No student lawsuits since the beginning of the institution – none! (knock on wood) 
 Texas Licensed Vocational Nursing Examination pass rate: 93% (on the first attempt); 

85% retention in program 
 Texas Certified Nursing Assistant Examination - 100% pass rate. 
 Very active community service programs involving the Blood Bank, Youth Summit, 

Battered Women’s Shelter, Breast Cancer Foundation, etc. 
 
Innovation and Student Services 
 
It is my belief that innovation takes place in the private sector; I am not aware of any substantial 
innovation that can be ascribed to the public sector.  Some of the innovations created by our 
institution are as follows: 
 

1. Attendance is taken using thumb print identification 
2. Our college offers an Interactive Web site for prospective students 
3. The college gives back a 100% refund if, in the first three weeks, 1) the student decides 

to discontinue his enrollment, for any reason, or 2) if the school decides that continuation 
in the student’s program is not in the best interest of the student (bad attitude, poor 
attendance, poor conduct, poor academics, etc.) 

4. The educational delivery systems developed by the college is call “Modified Self-paced 
Instruction:” Each course2 includes a self-paced component and the student is given a 
date-certain deadline by which date all projects, tests, papers, etc. must be completed.  If 
the student does not meet this deadline, the student receives an “F” in the course.  This 
policy helps students learn time-management and self-discipline. 

5. The college uses a grading system where speed, accuracy, and attitude are measured 
separately and separately recorded.  With student permission, this information is made 
available to prospective employers. 

6. The college has developed a unique faculty bonus program that promotes student 
retention, student achievement, accurate and timely grade reporting, student counseling, 

                                                           
1 The Placement Rate is calculated by dividing: in the numerator, the graduates who obtained jobs in their 
field of study or who obtained jobs where at least 50% of their work utilizes information and skills learned 
at our institution; by, in the denominator, all graduates available for placement.  Graduates unavailable for 
placement are those who have severe medical problems, are pregnant and can’t work, are attending another 
school, are in the military, etc.; students unavailable for placement constitute approximately 5% of the 
graduates and are excluded from the placement calculation. 
2 A course is defined as a subset of a program.  For example, there are approximately 12 courses in each 
diploma program. 
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etc.  Individual faculty performance is measured monthly using both objective and 
subjective measurements.  

7. Deans are rewarded for counseling skills and positive student assessments.  
8. Each student is assigned a counseling Dean who meets with the student at least once a 

month to discuss scheduling, grades, attendance, probation, personal issues, attitude, 
etc.  Deans have approximately 150 students in their case loads. 

9.  Although paper back-up is retained, the college has developed a paperless 
recordkeeping system that can be instantly accessed using a secure pass code 
procedure.   

10.  The college has developed an Electronic Journal Entry System that posts journal entries 
to student account records.  This ensures accuracy and helps avoid human errors.  

11.  The college developed daycare facilities that currently serve 350 children belonging to 
the school’s students.  This service is provided at $65.00 per week for five days (half the 
local going rate) and provides zero interest loans with ten year terms that are used to 
pay for daycare expenses. 

12.  The college provides at no cost monthly bus passes to all students not owning an 
automobile in order to promote student classroom attendance. 

13.  The college makes available no-interest loans of $1,500 to students who live at least 20 
miles away from the college.  These funds are used to defer transportation costs to and 
from the college (gasoline, auto repair, etc.).  

 
There are many more institutionally developed innovations that could be included; however, I 
believe the above is an adequate sample.  None of the innovations above are available in our 
local community colleges, especially absent in the community colleges is the level of student 
services offered by our school. 
 
General Comments about the Repayment Rate Test   
 
A cursory review of your repayment data indicates that 37% of the institutions receiving Title IV 
funds would not meet the cut off limits; these include the following institutions: 
 
School Name   Repayment Rate 
 
South Carolina State   15% 
Savannah State    17% 
Delaware State    21% 
Howard University   32% 
Florida A&M    32% 
Mississippi State     8% 
Grambling College   12% 
Alabama State    14% 
Texas Southern University  23% 
 
All these institutions failed the test, yet I believe these are fine schools; any one of which I would 
be proud to have my children attend.   
 
The DOE proposes that only those schools that offer employment-oriented programs and For-
profit3 schools be subjected to this regulation.  I thought all our taxpayer education dollars were 
intended to be spent on programs that lead to employment.  Clearly, the DOE is using a double 
standard.  It does not appear logical to use this test to evaluate the quality of my school without 
using the same or similar tests to evaluate all schools receiving Title IV funds.   
 
If the Gainful Employment rules truly identify poorly performing schools, let’s make the rule 
universal. I’m sure the four-year public colleges would go wild in opposition if it were even 

                                                           
3 I have capitalized the “F” in For-profit for emphasis. 
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suggested that this rule be applied to them.  For example, can you imagine the difficulty a four-
year college might have justifying the loan repayment ratios of PHD recipients in Philosophy or in 
18th century English literature the first three years following graduation?  Consider also that from 
2005 through 2007, American universities graduated 101,000 Doctoral Degree recipients, while 
during that same period, there were only 16,000 new assistant professorships available.4  
 
DOE’s own data and statistics demonstrate that the Repayment Rate Test is invalid, and the 
DOE has provided no defensible logic suggesting that this Repayment Rate test should be 
applied only to vocational programs, the great bulk of which are in the For-profit school sector. 
 
General Comments about the Affordability Test – (8% of Income) 
 
By this test, the DOE’s averse that if graduates from a For-profit school’s program do not obtain a 
job that provides at least an 8% loan repayment allowance, then that For-profit school’s program 
should be discontinued.  This makes no sense considering today’s economy and the fact that 
students who receive any job in their field of study are substantially better off than their untrained 
brethren, irrespective of their loan debts. 
 
The DOE calculates the salary part of the loan-salary ratio by summing the three-year average 
incomes for each graduate provided by the Social Security Administration or the IRS.  This 
computation completely ignores the fact that many of my graduates give birth to children during 
this period, take time off after graduation, get sick and can’t work, go back to school, work part-
time by choice, have other personal and family issues that prevent them from working, etc., etc., 
etc.  These described activities and circumstances reduce the cumulative salaries used in the 
denominator of the ratio, thus making it substantially more difficult, if not impossible, to comply 
with the loan repayment-salary limits required by this regulation.  Furthermore, the 
aforementioned student choices and circumstances are completely unrelated to education 
quality. 
 
Unfairly, the DOE is planning to use income data that is unavailable to our schools.  We are 
going to be allowed to face our accuser, but we will not have access to the information used 
against us.  Is that illegal?  
 
Also, consider that the calculation ignores the fact that salary levels are substantially different in 
different parts of the country, whereas Title IV loan limits are the same throughout the U.S.  This 
causes Texas, and other lower income states, to be at a substantial disadvantage compared with 
states such as New York or California where the salaries are considerably higher. 
 
Regarding sector prejudice, consider that the average tuition room, board, books and supplies at 
Harvard University for a bachelor’s degree is $250,000.  Clearly, there is no way bachelor 
degreed Harvard graduates could meet this loan repayment-salary test were it applied to that 
school.5   
  
As is the case in the Repayment Rate Test, this test is ill-conceived, untimely, and sector specific 
(it applies only the schools offering vocational training - predominately For-profit schools). 
 
School Specific Catch 22 – 8% Rule 
 
The DOE has created a catch 22 that is will eliminate most of my program offerings.  The 
Secretary of Education and others have complained that tuition is too high at many For-profit 
schools, even though For-profit schools must have, by necessity, higher tuition rates than 
publicly- funded institutions.  Higher tuition rates are necessary in For-profit school since they 
                                                           
4 “Is College Worth the Cash”, Claudia Dreifus, More (Magazine), July/August 2010. 
5 “Is College Worth the Cash”, Claudia Dreifus, More (Magazine), July/August 2010. 
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receive no public assistance.  Specifically, the DOE and congress have indirectly established 
base tuition rates at For-profit schools.   
 
Consider the following example in my Medical Assisting program: 
 
Low-income students are eligible to receive full Pell Grants.  In my Medical Assisting Program, 
this amounts to ~$7,300.  Low-income students are eligible to receive Title IV loans.  In my 
Medical Assisting Program this amounts to ~$9,500.  Consequently, a low-income student at my 
school is eligible to receive $16,800 in Title IV assistance.  A school cannot deny these funds to 
any student who is eligible to receive them.  Because my students are low-income, they have 
little or no funds to use for their education when they enroll; thus, they receive full funding as 
described above and provide little or no additional cash to help pay tuition. 
 
From this, one would think that the tuition for my Medical Assisting program should be $16,800 or 
less.  However, an onerous education law (hereafter referred to as the “90/10% rule”) requires 
that at least 10% of all receipts received by a For-profit school each year must be derived from 
sources other than from Title IV.  If not, the school is eliminated from all Title IV funding.6  
Therefore, the tuition for my Medical Assisting program must be at least $18,666: $16,800 from 
Title IV, plus $1,866 from some other source.  In order to be in compliance, my tuition should be 
at least $18,666.   
 
Fortunately, Congress allowed For-profit schools to count the additional $2,000 in the Title IV 
Unsubsidized Loan program, if received by the student, as 10% money.  Thus, I am able to lower 
the tuition for my Medical Assisting program to $17,200.  The bad news is that this provision will 
expire on June 30, 2011, at which time I will raise my tuition to $18,666 in order to remain in 
compliance with the 90/10% rule.  This example demonstrates how the various rules established 
by the DOE and Congress, taken in combination, have determined tuition levels in For-profit 
institutions. 
 
Back to the 8% rule and ignoring the problem of meeting the 90/10% rule, let’s assume I give the 
student a grant for the additional tuition required in excess of Title IV funds; the student would 
then still be indebted, at a minimum, for Title IV loans in the amount of $9,500.  With a term of ten 
years at 6.5%, an annual payment is required of $1,294.45.  If this annual repayment is then 
divided by 8%, as required by the Gainful Employment rule, a graduate must earn at least 
$48,542 during the three year period measured, an average of $16,181 per year.  Most of our 
students’ incomes at the point of enrolling in our college are less than $6,000 per year.  Average 
earnings for the students for the three-year period prior to enrolling in our college are probably 
significantly less.  The DOE is therefore setting the limit of eligibility at an earnings increase for 
these graduates greater than 270%.  Is that a reasonable threshold, especially given the current 
economy?  
 
Normally this would not be a problem as our average starting salaries for Medical Assisting 
graduates are $18,000+.  However, as previously suggested, suppose a number of my graduates 
don’t work full-time and/or don’t work for a portion of the three year period; in that case, this 
program will be probably be eliminated from the Title IV programs. 
 
Because my students take at least $9,500 in Title IV loans, which I can’t control, my Medical 
Assisting program is doomed.  As other programs I offer have similar loan repayment-salary 
relationships, my institution will be eliminated in 2013. 
 
By definition, my school can’t comply with the 8% rule in this NPRM.  A true catch 22! 
 
School Specific Catch 22 – The 35%-45% Repayment Rate Rule 

                                                           
6 Currently, a school must be out of compliance for two consecutive years before it is eliminated from the   
Title IV programs. 
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This rule requires that at least 35% - 45% of my graduates repay their student loans in a timely 
fashion.  Wouldn’t it be great if all Americans with debts paid them back in a timely fashion!  
 
As part of this Repayment Rate discussion, consider that an institution must have a Cohort 
Default Rate below 30% for the previous three years or the institution will be eliminated from the 
Title IV programs.  The most recent Cohort Default Rate for Career Point College is ~10.2%. 
Because of the difficulties faced by newly graduated students, Congress enacted a number of 
provisions that allow students to defer, forbear, and/or reschedule their loans for various periods 
of time.  Rules involving these provisions must be explained in great detail when students initiate 
their loans.  We instruct students that it is the right of each student to request deferments, 
forbearances, and payment rescheduling, and we continue to work with our students to ensure 
that they remain in good standing with their Title IV loan obligations.  Often this involves 
reminding these borrowers of their rights to deferments, forbearances, and loan payment 
rescheduling.  These student rights, however, were not considered in the DOE’s calculation of 
the repayment rates.  In the DOE’s calculations, schools are severely penalized if their students 
exercise their rights to deferments, forbearances, and/or repayment modifications. 
 
Consequently, if an institution assists a substantial number of its students in obtaining 
deferments, etc., and in so doing, complies with Cohort Default Rate requirements, then the 
institution will certainly fail the Repayment Rate test.  The Cohort Default Rate has been the law 
of the land for over ten years, and schools have worked hard to comply with its requirements, yet 
by doing so, schools have depressed their “Repayment Rates.”  This Gainful Employment test 
conflicts with the efforts made by our schools to help students when they are in need, and it 
conflicts with the rights of students to obtain payment relief when needed.   
 
A clear catch 22.  
 
Survival 
 
Because the provisions included in this Gainful Employment Proposed Regulation are retroactive, 
compliance or non-compliance is already determined.  Loans have already been made to 
students who will be considered in these NPRM tests; thus, any program or behavioral 
modification made by a school would be futile.  If a school, namely mine, wished to alter its 
programs or its financing in attempt to comply with these proposed regulations, it would not have 
enough time to do so.   At a minimum, these rules should only consider the performance of loans 
made following the publication date of the Gainful Employment Final Rules. 
 
Additionally, these rules should include a provision that considers the socio-economic 
circumstances of an institution’s borrowers.  It has been suggested that repayment rates of loans 
made to students with similar socio-economic backgrounds are similar and do not relate to the 
institutions attended by the student borrowers.   If research confirms this, it would be compelling 
evidence that repayment rates have no relationship with institutional, educational quality.  It 
makes much more sense to delay these rules until such time as they can be fully researched, 
especially since their implementation will severely damage For-profit education. 
 
The True Reason Behind the Gainful Employment Proposed Regulations 
 
I believe the real purpose of the Gainful Employment regulations is to dramatically reduce the 
amount of federal financial resources going to the For-profit secondary education sector.  These 
funds can then be diverted to support publicly-funded colleges.  The recession has forced many 
states to severely cut their state budgets; the result has been that publicly-supported colleges are 
experiencing serious budget shortfalls and could benefit from massive federal financial support.   
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But, is it in the best interest of America to severely weaken the For-profit education sector when 
America needs all the education innovation possible?  Is it wise to invest more fiscal resources in 
publicly-funded schools that are poor performers?   
 
For example, in San Antonio, our local community college system has a graduation rate of 9% 
and a transfer rate (to other schools) of 17%.  Published data evinces that less than 20% of all 
the students attending our community college system benefit in any material way from their 
community college classes.  Even the public disclosures note that our community college has a 
major weakness in “communication and student support services.”7  87% of the students 
attending our local community college are required to take “non-credit remedial courses?”  Do 
these courses help students get jobs? – I think not!  I believe these courses are a complete waste 
of taxpayer’s money.  Even if the community colleges determine that these remedial courses are 
necessary, they should be offered at no cost.  After all, is it not the K-12 public school system that 
caused these students’ educational deficiencies? 
 
Public sector educational institutions are steeped in tradition, faculty tenure, unions, burdensome 
bureaucracies, antiquated methods, and are extremely resistance to change, just to name a few 
deficiencies.  Simply providing increased funding to these institutions will not substantially change 
the way they operate.  
 
Additionally, does it make sense to fund the enormous increased government monitoring made 
necessary by this regulation; would it not be better to support For-profit educational innovation?  
Give the publicly-funded institutions someone to compete against.  Make these public institutions 
step up to the plate instead of using regulations like Gainful Employment to destroying the 
competition. 
 
Finally, from the information provided herein, I have made a clear case that this regulation is 
hypocritical, destructive, and just plain bad public policy.  It will dangerously damage For-profit 
education in America.  Both the Loan Repayment-salary Ratio rule and the Repayment Rate rule 
have no positive, logical application and should be abandoned.  There are other ways to ensure 
quality training in the For-profit education sector.  America will be better-off without this ill-
conceived regulation. 
 
Thank you for your attention to this very important matter. 
 
 
 
Regards, 
 
 
 
Larry Earle 
President, CEO, and Owner  
Career Point College 
 

                                                           
7 SWOT Competitor Analysis Priorities, Alamo Community College District, 2008, page 1. 


