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Dangers to Students from Risky Schools

Large schools closing without warning have made big headlines the past 
several years—but schools can harm students in less obvious ways:

• More than half of institutions left the majority of their students earning 
less than $28,000—the typical salary of a high school graduate.

• More than 1,800 institutions graduate less than 50% of their students, 
even after eight years. 

• Some are particularly low-performing: More than 500 institutions leave 
75% of students without any certificate or degree.
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The State Approving Agencies

• State Approving Agencies (SAAs) are responsible for the review and approval 
of higher education institutions. 

• SAAs are state agencies that operate under contract with VA to oversee 
schools through compliance surveys

• Concerns from advocates and VA OIG on effectiveness of these surveys

• The Colmery Act in 2017 instituted risk-based reviews, but little progress was 
made in the following years

• Johnny Isakson and David P. Roe, M.D. Veterans Health Care and Benefits 
Improvement Act of 2020 passed at the end of the Trump Administration 
integrated key elements into federal law.  Set the bar for Risk Based Surveys.



Need for Risk-based Quality Assurance System

Project Goals: 

 Use meaningful metrics to identify 
risks in order to make sure 
veterans are well served, and to 
safeguard taxpayer funds 

 Conduct data-based 
comprehensive and veteran-
centric site visits

 Build relationships with federal and 
state regulators and accreditors

 Create a consistent national 
oversight model

Acknowledge that some 
schools pose more risk 

than others

Categorize schools by 
probable risk to students 

and taxpayers

Deeper review: 
advertising, complaints, 

financial stability, 
administrative capability 

Site visit findings, 
enforcement if 

appropriate

Create incentives to 
improve and address 
identified problems



Pilot SAAs and Advisory Council

SAA Pilot StatesWho are the voices of the 
Advisory Council?

• Veteran Advocate Groups

• Student Advocate Groups

• Accreditors

• State Authorizers

• Institutional Leaders

• Policy Advocates

• SAAs

Texas

Illinois

New York

Delaware

Virginia

Nevada



Pilot Model Overview

Additional Private Data Requests
 Report open state, federal, or authorizing entity investigations 
 GI bill® recipient complaints
 Financial records, advertising, transcripts

Priority 2

Priority 3

Additional Steps
 Focus resources primarily on deeper review of these schools
 Request for further documentation
 Site visit is scheduled

Additional Private Data Requests
 Report open state, federal, or authorizing entity investigations 
 GI bill recipient complaints and financial information

Additional Steps
 Review some schools, especially those with higher risk scores
 Request for further documentation

 Propose site visit if necessary  

Priority 1 
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Additional Steps
 Review few of these programs
 Request for further documentation if concern arises

Separate schools into three priority levels 
based on risk screen using public data

For selected schools, SAA sends request for 
data and documents in advance to prepare 
for site review

Site visit includes classroom observation, 
student interviews, and inquiries based on 
pre-visit data review

Summary to the facility, report to VA and 
referrals made to affiliated agencies



Pilot Model: 
Risk Based Filter 
Overview

Mean 8.007

Median 7.778

StdDev 3.507

Count Pct

Priority 1 6 16.67%

Priority 2 20 55.56%

Priority 3 10 27.78%



Pilot Model: 
Developing the Risk 
Based Filter

SAA-provided metrics

• Multi-state facilities
• Newly approved facilities
• Recent change of ownership
• Recent expanded audit or training 

by SAA
• Recent suspension
• Recent withdrawal

Publicly available metrics

• Enrollment change over one and two years
• Veteran enrollment
• Tuition change over one and two years
• Average total net price to students
• Total complaints reported to the VA
• Heightened Cash Monitoring status
• Three-year cohort default rate
• Completion rate - total and disaggregated by student group

(With comparisons by Pell recipients and for Black and Latino students)

• Full- and part-time retention rate
• Ratio of graduate earnings to state high school graduate earnings
• Percent of revenue spent on instruction

Compile available data for all facilities 
under SAA jurisdiction



Determine descriptive statistics for each 
indicator

Pilot Model: 
Developing the Risk 
Based Filter

Enrollment Change Instr. Spending Ratio State Earn. Ratio Avg. Net Price

Mean -2.0% 0.7 1.5 $17,350

Std. Deviation -0.3% 0.3 0.4 $7,500

10th Percentile -26.0% .25 0.8 $6,800

25th Percentile -12.5% .35 1.1 $10,900

75th Percentile 4.5% 1.1 1.8 $22,500

90th Percentile 22.0% 1.4 2.0 $26,200



Assign each school a risk score within 
each metric 

Pilot Model: 
Developing the Risk 
Based Filter

School Enrollment Score Instr. 
Spending

Score State 
Earn.

Score Net Price Score

A 25.0% 1.5 0.7 1.0 1.1 1.0 $40,350 1.5

B 1.0% 0.0 1.1 0.5 1.4 0.0 $6,000 0.0

C 16.5% 1.0 .85 1.0 1.0 1.5 $6,800 0.0

D -13.0% 1.0 1.3 0.0 1.1 0.5 $12,000 0.5



Sum risk scores across all metrics and 
calculate a cumulative risk score for each 
institution

Pilot Model: 
Developing the Risk 
Based Filter

School Enrollment Score Instr. 
Spending

Score State 
Earn.

Score Net 
Price

Score Total

A 25.0% 1.5 0.7 1.0 1.1 1.0 $40,350 1.5 5.0

B 1.0% 0.0 1.1 0.5 1.4 0.0 $6,000 0.0 0.5

C 16.5% 1.0 .85 1.0 1.0 1.5 $6,800 0.0 3.5

D -13.0% 1.0 1.3 0.0 1.1 0.5 $12,000 0.5 2.0



Calculate distribution of cumulative risk 
scores (standard deviation and  z-scores)

Pilot Model: 
Developing the Risk 
Based Filter

School Final Risk Score Z-score*

A 5.0 1.2

B 0.5 -1.5

C 3.5 0.8

D 2.0 0.4



Use state distribution of outcomes to 
determine thresholds and assign priority 
levels (1, 2, or 3)

Pilot Model: 
Developing the Risk 
Based Filter

Priority Level Cutoff Risk Score

Priority 1 3.7

Priority 2 2.1

Priority 3 1.2

School Risk Score Priority Level

A 5.0 Priority 1

B 0.5 Priority 3

C 3.5 Priority 2

D 2.0 Priority 2



Pilot Model: 
Risk Based Filter 
Overview

Mean 8.007

Median 7.778

StdDev 3.507

Count Pct

Priority 1 6 16.67%

Priority 2 20 55.56%

Priority 3 10 27.78%



Data and Document Request

• Each school identified was 
asked to provide a set of 
materials.

• Documents requested included: 
Advertisements and recruiting 
materials; student complaints, 
financials, 90/10 and 85/15 
compliance, and pending 
investigations.

• SAAs then evaluated the data 
and prepared for the site visit 
focusing on the issues 
identified.



Site Visit

• SAAs tour the facility, 
observe classroom 
instruction, interview 
students, and make inquiries 
of relevant staff based on 
pre-visit data reviewed.

• SAAs then make a qualitative 
assessment of factors that 
cannot be reviewed off-site



What We Learned: It Works

• Risk-based quality assurance would be a 
more impactful and cost-effective model

• Strong support from the participating SAAs

• Reviews identified areas of concern

• Schools generally provided information in a 
timely manner

• SAAs appreciated the ability to take a more 
comprehensive approach to review

• Referrals to other agencies is new to most 
SAAs; they will need to build relationships 
with accreditors and other regulators

• This model is scalable and replicable

• It saves time and money for low-risk facilities



Comparing Compliance to Risk-based, Outcomes-focused Reviews

This approach identifies 
areas of concern that 

directly impact student 
veterans’ ability to 

complete programs and 
increase their earnings and 
provides a more effective 

process to judge if a school 
is posing a financial risk to 

both veterans and 
taxpayers.



This new type of review where we examine 
a wider range of data and information has resulted

in me having conversations with the schools
I oversee that I have never had before.

When I think about compliance surveys 
compared to the new risk-based process, it felt like I had 

blinders on that I’ve finally been able to take off.

One school noted that questions asked were unlike 
accreditation—in a good way—and we looked
at areas that are not covered in other reviews.

During this review, most of my facilities had limited student 
record errors and in a compliance survey there would have 

been few to no findings. However, as a risk-based survey the 
majority of my schools had an area to improve on or an area 

of concern that required action.

Response from the Pilot SAAs

• The only parties that had first-hand 
accounts of the way the old process 
works and the new pilot model are 
the six pilot SAAs—and their 
feedback was overwhelmingly 
positive

• This will be important in 
demonstrating the value of this work 
to other state actors, regulators, and 
oversight bodies, given that their 
peer regulators are such positive 
advocates of this type of model



Risk Screen Predictions of Site Visit Findings - Overall

Indicator
Correlation 
coefficient

Student complaints

Higher rates of complaints made to federal and state 
oversight entities

r = .19

Higher rates of complaints made to consumer agencies r = .37

Higher rates of complaints about costs r = .45

Higher rates of complaints about recruiting practices r = .79

Lower likelihood of institution resolving complaints r = -.32

Null prediction: Complaints made to the institution r = -.01

Financial Health

Lower total current assets, both current and prior FY r = -.07

Lower net worth, both current and prior FY r = -.07

Lower amounts of cash and cash equivalents, current FY r = -.06

Indicator
Correlation 
coefficient

Advertising, marketing, and misrepresentation

Likelier to contract with third party lead generation 
advertising

r = .28

Likelier to contract with third party lead generation 
website

r = .17

Advertising likelier to make assurances about job 
placement

r = .20

Likelier to use advertising with misleading military 
affiliation/endorsement

r = .37

Administrative capability

Failure to award credit for prior coursework r = .45

Less likely to have records of high school completion r = -.32

Less likely to charge students proper published tuition r = -.10



Risk Screen Predictions of Site Visit Findings – Student Complaints

Indicator Correlation coefficient

Student complaints, oversight investigations, and accreditor actions

Higher rates of complaints made to federal and state oversight entities r = .19

Higher rates of complaints made to consumer agencies r = .37

Higher rates of complaints about costs r = .45

Higher rates of complaints about recruiting practices r = .79

Lower likelihood of institution resolving complaints identified r = -.32

Null prediction: Complaints made to the institution r = -.01



Risk Screen Predictions of Site Visit Findings – Advertising and Admin Capability

Indicator Correlation coefficient

Advertising, marketing, and misrepresentation

Likelier to contract with third party lead generation advertising r = .28

Likelier to contract with third party lead generation website r = .17

Advertising likelier to make assurances about job placement r = .20

Likelier to use advertising with misleading military affiliation/endorsement r = .37

Administrative capability

Failure to award credit for prior coursework completed r = .45

Less likely to have records of high school completion on file r = -.32

Less likely to charge students proper published tuition r = -.10



Risk Screen Predictions of Site Visit Findings – Financial Health

Indicator Correlation coefficient

Financial Health

Lower total current assets, current and prior FY r = -.07

Lower amounts of cash and cash equivalents, current and prior FY r = -.06

Lower net worth, current and prior FY r = -.07

Indicator
Lower total 

current assets
Lower cash and 

equivalents
Lower net 

worth

Lower completion rate r = -.37 r = -.36 r = -.38

Lower completion rate – Pell recipients r = -.35 r = -.32 r = -.37

Higher net price r = -.39 r = -.37 r = -.32

Larger YoY change in tuition r = -.43 r = -.40 r = -.13

Bigger increases/decreases in enrollment r = -.25 r = -.26 r = -.18

Higher cohort default rates r = -.06 r = -.07 r = -.25



Risk Screen Predictions of Site Visit Findings – Oversight Actions

Indicator Correlation coefficient

Student complaints, oversight investigations, and accreditor actions

Null prediction: Institution placed on accreditation probation r = .03

Null prediction: Under investigation by oversight entity in last three years r = -.004

Indicator

Under 
investigation by 

oversight entity in 
last three years

Lower rates of earnings above high 
school graduates

r = .62

Higher incidence of VA-reported 
complaints

r = .37

Wider completion gap between white 
and Latino students

r =.22

School ownership changed in past 
year

r = .24

Indicator

Institution 
placed on 

accreditation 
probation

Heightened cash monitoring status r = .39

School ownership changed in past year r = .39

Cohort default rate r =.17



Initial Policy Recommendations – Department Rulemaking

Gainful employment
Use of college scorecard earnings metric supported by correlations with site visit findings 

Site visit finding Correlation with earnings metric
Investigations by state or federal oversight entity r = .62
Complaints made to oversight entities r = .35
Complaints made relating to academic quality r =.39

Financial responsibility
Adding at least five publicly-available metrics to the list of discretionary financial risk triggers: Lower 
completion rate, Lower completion rate – Pell recipients, Higher net price, Larger year-over-year change in 
tuition, and Bigger changes in enrollment. 
Require all institutions triggering financial responsibility to complete financial soundness worksheet.

Institutional certification
• Require ED’s selection of program reviews and duration of institutional certification be based on risk
• Require that institutions provide specified and regularized data submission (including advertising, 

finances, enrollment scripts, complaints, lawsuits, and state and federal enforcement activity)



Initial Policy Recommendations – FSA, Accreditors, State Authorizers

FSA Oversight and Enforcement
• Review compliance and enforcement functions to determine whether any of these findings give rise to 

updates/adjustments to existing institutional selection model(s)
• Ensure FSA risk model includes nonpublic information such as student loan debt and repayment data, 

financial composite scores, borrower defense claims, complaints made to FSA or ED more generally, 
ongoing investigations by OGC and OIG, and other indicators

• Evaluate FSA site visit findings and data collections to fine-tune risk model and provide guidance to other 
regulators on your own findings to help improve their models

• Consider whether to integrate any elements from our information collection processes: financial 
soundness worksheet, advertising and lead generation reporting, identification of lawsuits/enforcement 
activity/law enforcement investigations, and complaints to various regulatory and licensing bodies

Accreditors and State Authorizers
• Implement the use of a risk-based model to evaluate institutions and maximize limited resources
• Require deeper reporting from risky institutions using our sample forms or similar tools; ideally agree 

upon standardized reporting to minimize burden and improve data sharing across agencies
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