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Session framing

* Kelchen, revisited
 Looking at public data on risk factors

 Other factors of concern
 Future demographics
* Policy developments

* Two real-world approaches
* A conversation on practice
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Kelchen risk summary

e Indicators: Consistent
enrollment declines,
financial losses

* Ask about cash on hand

 Other factors: High school
demographics, serving
adults, college going rates
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Kelchen risk summary

Trendsin financiallosses by sector and year
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Enrollment vs. Tuition Revenue
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Enrollment vs. Revenue: Single State m eps
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Enrollment vs. Tuition Revenue
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Other Context: Projected HS Graduates, 2023-2041

Northeast
-17%

Source: WICHE,
Knocking at the
College Door,
2024
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Other factors
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* Federal bottom line:
* Less funding

* New accountability (risks
to Title IV $%)

e Limited enforcement

« 2nd order effects from
other policy changes

Source: Lost in
Space
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State Authorization

Financial Stability

Review Process D WASHINGTON STUDENT
<Y ACHIEVEMENT COUNCIL

Woashington State ® EDUCATION - OPPORTUNITY - RESULTS

Sam Loftin, Director of Consumer Protection




State Authorization - Brief Overview

« WSAC authorizes degree-granting institutions in WA State.

« Exemptions: public institutions, “long-standing” private
institutions, religious institutions

« Partner agency approves vocational (non-degree)
institutions

« Authorization is effective for two-year time period.

 Financial stability standard: “The institution shall have
adequate financial resources necessary to sustain its purpose
and commitment to students.” WAC 250-61-110(6).

2026 NASASPS Annual Conference April 19-22 | Dallas, TX




Submission requirements for
financial stability reviews

 Audited financial statements for previous two fiscal years

« Quantitative elements:
« Completion of Financial Worksheet (next slide)

* Qualitative elements:

« Summary of any known or anticipated adverse actions that may
impact the institution’s financial standing

« Summary of any planned or anticipated changes to the institution’s
operations that'may impact the institution’s financial standing

« Summary of one-time expenses or revenues that impacted the
institution’s financial standing during the preceding three years

« Any information not otherwise provided that is relevant to
understanding the institution’s financial standing
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Financial Workshee

2 |Completed By:

3 |Title:

4

5 2022 2021 2020 3 year average
& |Cash and cash equivalents #DIV/0!
7 |Total current assets #DIV/0!
8 |Unrestricted net assets #DIV/0!
g |Total net assets #DIV/0!
10 |Change in total net assets #DIV/0!
11

12 |Tuition and fee revenue #DIV/0!
13 |Total unrestricted revenue #DIV/o!
14 |Total unrestricted expenses #DIV/0!
15 |Operating profit (loss) #DIv/0!
16

17 |Total current liabilities

18 |Total liabilities #DIV/0!
19

20 [cash - end of year | #DIv/0!
21

22 |Student Enrollment

23 FTE (total institution)

24 Total students (FT + PT)

25

26 |Ratios:

27 |Primary Reserve Ratio (Unrestricted net assets/Total unrestricted expen’ #DIV/0! r #DIV/0! r #DIV/0! r #DIV/0!
28 |Viability Ratio (Unrestricted net assets/Total liabilities) r #DIV/0! " #DIV/0! " #DIV/0! " #DIV/0!
29 |Return on Net Assets (Change in total net assets/Total net assets) r #DIV/o! " #DIV/0! r #DIv/0! " #DIV/0!
30

31 |If operating loss is reported on line 15 (for any year), complete line 30

32 |Liguidity Ratio (Cash and cash equivalents/Operating profit (loss) N/A N/A N/A " #DIv/0!
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Review Process

« Do application materials represent adequate financial resources necessary to sustain
the institution’s purpose and commitment to students (i.e., is the institution clearly
able to maintain operations and provide appropriate services for the next two years)?

* If yes, and if all other state authorization requirements are met, renewal of
authorization is granted for two-year time period

« If any red flags or concerns, WSAC may take one or more of the following actions:
« Require submission of quarterly balance statements
« Designate institution as “at risk” (includes notice to students and the public)
« Grant renewal of authorization with conditions
« Deny application for renewal of authorization

« Can suspend or withdraw authorization at any time for non-compliance with
standards
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Post-9/11 Gl Bill Risk Based
Oversight Model

* American Legion & Education Counsel Pilot Study (2022)
* Model ranks institutions in terms of potential risk
» State Approving Agencies (SAA) focus on Priority 1 schools

v'"More effective early warning system
v' More efficient use of SAA time & resources
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Publicly Available Metrics

* Heightened Cash Monitoring  « Total complaints submitted to

status VA
» 3-year cohort default rate » Percent revenue spent on
» Completion rate Instruction
. Retention rate  Avg total net price to students
- Ratio of graduate earningsto  * Juition change over 1 & 2
state H.S. earnings years
. Veteran enrollment » Enrollment change over 1 & 2
years
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Metrics from State Approving
Agencies

* Recent withdrawal * Recent change of

» Recent suspension ownership

- Recent expanded auditor ~ *Newly approved facilities
training by SAA « Multi-state facilities
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Scoring & Prioritization

* Priority 1: top 15% in
terms of potentialrisk

* Priority 3: lowest 35%
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Next Steps for Priority 1 Schools

Additional Data
Requests

* Report open state, federal,
or authorizing entity
investigations

» Gl Bill recipient complaints

e Financial records,
advertising, transcripts
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Additional Steps

* Schedule site visit

* Request further
documentation as needed
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Next Steps for Priority 2 Schools

Additional Data Additional Steps
Requests » Request further
- Report open state, federal, ~ documentation
or authorizing entity * Propose site visit if
investigations necessary

» Gl Bill recipient complaints
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Next Steps for Priority 3 Schools

Additional Data Additional Steps

Requests - Request further

. None documentation only if need
arises
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