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Executive Summary
It is no secret that the U.S. Department of Education has a history of using aggressive tactics to collect
from student loan borrowers. Whether through statutory mechanisms like wage garnishment,1
opposing debt discharges in bankruptcy,2 or fighting defrauded student loan borrowers in litigation,
the Department does not make it easy for borrowers to escape their student loan debts. But is the
Department similarly aggressive in its pursuit of debts owed by institutions of higher education?
Over the course of the past two years, Student Defense has conducted an extensive investigation into
whether the Department has employed collections—comparable to those employed against individual
borrowers or otherwise—against institutions with debt owed to the government. Although prior reports
have highlighted particularly egregious instances in which the Department let executives of defunct forprofit colleges (e.g., ITT Technical Institute and Corinthian Colleges) escape liability for taxpayer losses,3
the full extent of the problem remained unknown. But through a series of Freedom of Information Act
(“FOIA”) requests, including litigation to enforce rights under FOIA,4 and combing other public sources,
Student Defense has uncovered gross inequities in how the Department pursues debts and protects the
federal fiscal interest. While the Department aggressively attempts to collect from borrowers,
institutions and their owners and executives walked away from more than a billion dollars
owed to taxpayers. Meanwhile, the Department’s use of preventative measures to protect taxpayer
interests—such as enhanced financial monitoring and requiring institutions to post sureties to guard
against losses—have proven ineffective at preventing harm to students and taxpayers alike.
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Introduction
Each year, the United States Department of Education (“Department”) sends more than $115 billion in funding under
Title IV of the Higher Education Act (“HEA”) to institutions of higher education.5 The overwhelming majority of
these funds come in the form of federal Direct Loans and
Pell Grants—designed to ease the burden of college affordability. As a general proposition, the Department provides
Title IV funding directly to the colleges, universities, and
trade schools that participate in the student aid programs.
Direct Loan funds, for example, flow from the Department
directly to the institution, on behalf of the borrower. When
a borrower repays the loan, however, the institution is not
typically involved; the borrower repays the Department
directly through a student loan servicing company.
Within this system, the Department has enormous responsibilities and authorities. On one side, the Department must
ensure that participating schools properly act as fiduciaries
of Title IV funds and have the administrative capability and
financial responsibility to do so. This means, for example,
that participating institutions can only draw prescribed
amounts of Title IV funding to benefit eligible students.
If an institution overdraws, or applies funds to an ineligible student, the school must repay the Department. The
Department may also assess penalties on institutions for
statutory and regulatory violations and can hold institutions
responsible for loan discharges that result from the school’s
misconduct. To that end, the Department has the statutory
authority to recover not only from institutions—i.e., by asserting liabilities and demanding repayment—but also from
key owners and executives.6
Apart from overseeing participating institutions, the Department also administers the repayment system for federal
student loans, which constitutes the largest single source
of Americans’ non-mortgage consumer debt,7 totaling
$1.566 trillion as of Fiscal Year 2020. As of 2019, before the
COVID-19 pandemic, approximately 87% of all Direct Loan
borrowers were in “active repayment status.”8 More than
a million borrowers go into default each year and quickly
learn the consequences.9 According to a report from the
Government Accountability Office, in 2015 the Department used a variety of involuntary mechanisms to collect
approximately $4.5 billion in defaulted student loans.10
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“While the Department
aggressively attempts to collect
from borrowers, institutions
and their owners and executives
walked away from more than a
billion dollars owed to taxpayers.”
Of this amount approximately $1.3 billion was taken by
garnishing wages and approximately $2.25 billion was offset
from federal payments such as Social Security benefits and
tax refunds.11 Defaults disproportionately impact students of
color. This is especially true for black student loan borrowers, who default at five times the rate of white borrowers.12
Collection efforts against defaulted borrowers are both
costly and aggressive. According to one recent report, “[i]n
2014, the federal government paid over $1 billion” to the
private collection agencies that serve as the Department’s
debt collectors.13 But these efforts are far from impressive:
for example, the Department has demonstrated an inability
to cease garnishing wages, even when ordered to halt the
practice by a court or Congress.14
Even when a borrower files for bankruptcy protection, the
Department persists in its attempts to collect. By statute,
bankruptcy “does not discharge an individual debtor from
any [educational] debt . . . unless excepting such debt from
discharge under this paragraph would impose an undue
hardship on the debtor and the debtor’s dependents.”15 But
rather than helping—or, at the very least, not standing in
the way of—otherwise bankrupt borrowers seeking a discharge, the Department typically opposes attempts to show
“undue hardship.”
The Department’s opposition can be firm and absolute. In
one recent case, Ronishia, a single mother from Ohio, filed
for bankruptcy protection in November 2019. In her case,
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the Department steadfastly opposed any discharge of her
student debt using an array of litigation tools (e.g., demanding the production of documents and taking her deposition) before taking the matter to a trial in March 2021. In
post-trial briefing, the Department argued to the federal
bankruptcy court that, on the one hand, “equitable concerns”
such as “tax consequences, inability to obtain credit, and/or
inability to satisfy the loan obligation” are “improper considerations” for the court to assess when determining whether
Ronishia met the “undue hardship” standard.16 On the other
hand, however, the Department argued Ronishia’s expenditures on a cell phone and “personal care” were appropriately
considered to establish that her circumstances were not
sufficiently dire.17 The Department also took the hardline
stance that Ronishia’s failure to pursue child support, challenge rent increases, or ensure that her fifteen year-old son
got a job was evidence that she was not entitled to a bankruptcy discharge.18
Ronishia’s circumstances—discussed more in the sidebar—
are not unique. Indeed, in February 2021, a U.S. Bankruptcy
Court in Nebraska discharged a borrower’s debt over the
Department’s objections. In opposing the borrower through
trial, the Department not only questioned the borrower’s
credibility and suggested that she “must maintain two jobs”
to establish an undue hardship,19 but even suggested that it
was inappropriate for the court to consider expenses related
to caring for her disabled grandson.20 The Department insinuated that it was “unreasonable” to “pay[] expenses in support of a grandchild” without a “legal obligation to do so.”21
The court firmly rejected this argument, noting that it was
“entirely inappropriate” to even suggest that the borrower
should not care for her grandson.22
Beyond the specific arguments made to oppose discharges,
the borrowers’ circumstances are particularly troubling
when one looks at the source of their debt. For example,
Ronishia first filed for bankruptcy in February 2020, noting
approximately $51,000 in federal student debt partially
resulting from her attendance at the Cleveland Institute of
Dental-Medical Assistants (“CIDMA”).23 CIDMA, which
operated three campuses around Cleveland, Ohio, closed in
June 2018.24 In May 2019, the Department determined that
CIDMA had an unpaid debt to the Department, totaling
approximately $5,600. The Department continues to report
that debt as unpaid and there is no public record of the
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Department taking legal action to collect. While CIDMA’s
debt to the government is far from the largest institutional
debt, it remains unpaid and unpursued while the Department and the U.S. Department of Justice have expended
significant resources trying to collect from Ronishia.
From a policy perspective, the Student Defense investigation also reveals that the Department’s standard measures
to protect against losses to taxpayers (e.g., “letters of credit”
that the Department obtains as a surety to mitigate future
losses) are inadequate for the most fundamental reason: The
Department has failed to consistently use those sureties to
actually satisfy debts owed to the government. Moreover,
in some cases, the Department has actually lowered the
letter of credit (as an absolute figure and as a percentage of
the prior year funding), even while a school remains under
scrutiny for financial responsibility failures. Additionally, the
Department’s use of “heightened cash monitoring” to guard
against these sorts of losses also has gross inefficiencies, with
some institutions subject to this form of enhanced oversight
for years at a time, without consequence.

Summary of Findings
This investigation has uncovered:
E

As of February 2021, the Department lists approximately $1.2 billion in debt owed to the Department
by nearly 1,300 institutions of higher education.

E

Of schools currently owing any debt to the Department, only 4% (approximately $50 million) of that
debt has been repaid.

E

The $1.2 billion in debt appears underinclusive by
at least $385 million. The Department has asserted a
$283,782,751 claim in the bankruptcy proceeding against
ITT Technical Institute, plus an additional $1,544,738
against the school due to its ownership and operation of
Daniel Webster College.25 Yet the Department’s list of
unpaid debt only includes approximately $343,000 from
ITT and nothing with respect to Daniel Webster College.
Likewise, recent court filings indicate that the Department claims “at least $100 million” against the schools
formerly run by the Dream Center, e.g., the Art Institute
and Argosy University chains.26
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CIDMA’s debt to the Department

Despite selling its institutions, Zovio remains under the
Department’s supervision through its relationships with
the University of Arizona. As of March 31, 2021, Zovio
reported holding “combined cash and cash equivalents”
of $35.1 million and $76.9 million in “revenue and other
revenue for the three months ending March 31, 2021.”32

remains unpaid while the
Department fights in a bankruptcy

E

The Department also does not appear to systematically use letters of credit it holds to satisfy liabilities.
For example, Fortis College (and Fortis Institute), part of
a chain of schools owned by Education Affiliates (discussed in greater detail below), posted a series of letters
of credit totaling approximately $46 million as a surety
for its various schools in May 2020. (Additional letters of
credit were posted by other schools within the Education
Affiliates chain.) As of February 2021, the surety had not
been used to pay any of Fortis’s outstanding debt.

E

The Department has recertified institutions for
continued participation in the student aid programs even when those institutions owe substantial debts to the government. The case of Fortis and
Education Affiliates is troubling for yet another reason.
Despite the many debts owed by the chain, in March
2021, the Department approved new PPAs for Fortis
Institute (NJ), Fortis Institute – Towson (MD), Fortis
Institute (PA), and Fortis College (AL), and the Education Affiliates’ owned Denver College of Nursing.33
There is no indication that those debts were repaid prior
to recertification. In another example, noted above,
the Department provided a new Program Participation
Agreement to Ashford University on October 20, 2017,34
despite records showing the school owed almost $33,000
at the time.

E

The Department’s inaction has irrevocably cost at
least $218 million because the statute of limitations
on collections has expired. There is a presumptive
five-year statute of limitations on the Department’s
authority to collect these debts.35 But the Department’s
report shows approximately $218 million in outstanding
debt assessed outside this five-year window. Because of
the statute of limitations, this money can likely never be
recovered. Approximately $735 million in outstanding
debt was assessed during the limitations period and is thus
still collectable. (The records released by the Department
do not show the dates for the remaining debts.)

case to recoup debt incurred by a
former CIDMA student.
E

The largest outstanding debt is owed by the
now-defunct Vatterott College. On December 8, 2020, the Department assessed Vatterott
$244,350,339.80, presumably related to the school’s 2018
closure. Vatterott was owned in part by TA Associates,
a global private equity firm that also has an ownership
stake in Full Sail University.27 Despite TA having a substantial ownership stake in Vatterott’s unpaid debt, Full
Sail continues to participate in the Title IV programs, receiving nearly $260 million in the most recent award year
(“AY”) for which data is available (2019–2020). Vatterott
failed the Department’s financial responsibility test for
twelve consecutive years prior to its closure in 2018.

E

Of the nearly 1,300 institutions with outstanding
debt to the Department, approximately 200 continue to participate in the Title IV programs. Collectively, these institutions received more than $4 billion in
Title IV dollars in Award Year 2019–2020.28

E

Even with small debts, the Department does not
collect. For example, in August 2016, the Department
assessed Ashford University a $32,964.87 liability.29
Ashford is owned by the publicly traded Bridgepoint Education, Inc., now known as Zovio. As stated in the 2016
Final Program Review Determination, after assessing
the debt, the Department gave Ashford 45 days to submit
payment. Nevertheless, as of February 2021, Ashford
still owes the full $32,964.87.30 The Department, meanwhile, disbursed more than $200 million to the school
in Award Year 2019–2020.31 The Department also failed
to collect $883,613 assessed in December 2019 on the
Zovio-owned University of the Rockies.

The Missing Billion

Of the $1.2 billion outstanding, more than half a billion
($561,946,280) is over one year old (from 2019 or
earlier). Although the Department did not provide dates
for approximately 43% of the outstanding liabilities,
approximately $340 million (28% of the total number
of liabilities) is known to be more than 2 years old (i.e.
from 2018 or earlier); $218 million (18%) is from 2016 or
earlier; and $16 million (3%) is known to be more than
10 years old.
E

Requiring “heightened cash monitoring” of financially troubled institutions does not adequately
protect taxpayer interests. Heightened cash monitoring is a method of providing Title IV funds to schools
that “provide[s] additional oversight for a number of
financial or compliance issues.” The Department can
put institutions on “HCM” for a wide array of reasons,
some of which it describes as “severe” or “serious,” and
some which are “less troublesome.” But for some schools,
operating on HCM has become a standard way of doing
business. Since the Department began issuing quarterly,
public reports about schools on HCM in 2015, 82 institutions (at the 8-digit OPEID level) have been on HCM for
each of the reported quarters (i.e., 24 consecutive times).
These schools have drawn at least $9.5 billion in Title IV
funding during this six-year period.36 The biggest offender is Walden University, which drew $766,156,240 in
Title IV dollars in Award Year 2019-2020 and more than
$4 billion ($4,075,289,002) since the start of Award Year
2015-2016 and has been on HCM that entire time (due
to financial responsibility failures by its parent company,
Laureate Education). Yet Walden continues to participate
in Title IV,37 and over the past two years, the Department
has drastically reduced the amount of surety that Laureate
was required to post from $139 million in 2018–19 to
$83.6 million as of September 2020.38

Legal Framework
The HEA gives the Department responsibility to “qualify”
institutions for participation in Title IV programs. To use
the authority, the Department “shall determine,” among
other things, whether an institution has requisite “financial
responsibility” to participate in Title IV.39 By statute, one
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Department of Education Tries to
Prevent a U.S. Bankruptcy Court
from Discharging the Student Debt of
Ronishia Bradley
In 2020, the Department began a drawn-out effort
to prevent a United States Bankruptcy Court from
discharging the student debt of Ronishia Bradley. In
March 2021, the Department took the issue to trial,
staunchly opposing any discharge. In post-hearing
briefs in late April 2021, the Department reaffirmed
its opposition to Ms. Bradley. As of publication, the
matter remains pending.
Ms. Bradley is a single mother of three from Ohio, who
grew up in foster care and had her first child at seventeen. She was thirty-eight years old at the time she
filed for bankruptcy in November 2019. At that time, she
was the sole source of support for her family, and was
consistently earning less than $25,000 per year. She
has approximately $51,000 in federal student debt. The
remainder of her debt has been discharged by the bankruptcy court under Chapter 7 of the bankruptcy code.
Ms. Bradley works as a front-desk clerk at a hotel, earning $14 hourly, but has repeatedly and unsuccessfully
sought to advance her career and earnings.40 Roughly
twenty years ago, Ms. Bradley enrolled at the Cleveland Academy of Court Reporting, but was forced to
withdraw because the program’s schedule did not coincide with available childcare for her then 2-year-old
daughter.41 She later enrolled in the Cleveland Institute
of Dental-Medical Assistants (“CIDMA”), with the goal of
becoming a licensed pharmacy technician. Although
she completed her degree, she was unable to afford
to complete an unpaid externship that was necessary
to obtain her license. She subsequently obtained an
associate degree in Business Management from the
for-profit Bryant and Stratton College in Cleveland,
but—despite countless attempts—never obtained a job
based on the training or skills acquired.42
Continued on page 6
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Continued from page 5
Ms. Bradley supports herself and her family on a salary that
exceeded $20,000 per year only on four occasions.43 She
has never made more than $26,785 in a year.44 Meanwhile,
she has $51,000 in federal student debt45 and monthly
expenses for necessities—including rent, food, utilities,
and personal care—are approximately $2,716 per month,
exceeding her monthly earnings.46
In the bankruptcy proceeding, Ms. Bradley noted that her
present circumstances make her unable both to pay her
debt and “maintain a minimal standard of living for herself
and her family.”47 The Department of Education has contested this assertion, suggesting that she had “excessive”
expenses and she made “luxurious” lifestyle choices.48 According to the Department, Ms. Bradley needed to “engage
in ‘belt tightening,’” because her “spending demonstrates
that she has poor money management.”49 The Department
highlighted what it believed to be excessive cell phone bills,
subscription streaming services, and occasional entertainment expenses.50 In contrast, however, Ms. Bradley
testified at the trial that she “regularly needs to ask for
handouts from friends and family just to buy food,” and
that, if she was required to repay her debt, she “would have
to eliminate expenses for herself and her three children for
food, clothing, or other daily necessities.”51
The Department also argued that Ms. Bradley could make
more money. It callously declared her 15-year-old son
was “old enough to work,”52 and questioned why she had
not looked into obtaining certification as a pharmacy
technician.
Not mentioned in the Department’s brief is that Ms. Bradley’s student debt arose in part due to her attendance at
CIDMA. As alleged in the Complaint against the Department,
she completed her degree in the program but was unable
to afford to complete the unpaid externship program
required to obtain her license. She only learned after completing her program that the externship was unpaid. CIDMA
closed in 2018 and owes an outstanding liability to the
Department of approximately $5,550. There are no public
indications that the Department has ever taken steps to
enforce collections against the school or its owners.

factor the Department must use to assess financial responsibility is a determination of whether the institution
is able to “meet all of its financial obligations,” including
those owed to the Department.53 This provision is mirrored in the Department’s regulations.54
The Department has within its toolkit a wide array of
authorities to require institutions to repay debt. For
participating institutions, because an unpaid debt to the
Department is a de facto financial responsibility failure,
the Department can functionally impose any appropriate
conditions on continued participation. Moreover, the
Department has the authority to “offset” any payments
owed to the Department—resulting from an affirmative
administrative enforcement action— from any payments
due to an institution.55 By regulation, the Department has
affirmed that it “will take steps to collect the debt[s]” that
result from any program reviews or final audit determinations.56 And for institutions on provisional certification—which often follows a financial responsibility
failure—the Department has ample authority to impose
any conditions, including repayment obligations, onto
continued Title IV participation.
With respect to closed institutions, the Department has
a variety of authorities that can come into play. In some
cases, the Department can assert a claim in a bankruptcy
proceeding. In other cases, the Department can refer a
matter to the United States Department of Justice for
prosecution under the Federal Debt Collection Procedures Act, 28 U.S.C. § 3001, et seq. The Department
also has clear authority, under the HEA, to require the
“assumption of liability” by individuals who “exercise substantial control” over an institution, including individuals
who served as a board member, CEO, or executive officer
of an institution or an entity that holds a “substantial
ownership” in an institution.57
Ultimately, the responsibility for this oversight rests
within the office of Federal Student Aid (“FSA”), the
performance-based organization within the Department
that has the sole statutory authority “for managing the
administrative and oversight functions supporting the
[Title IV] programs.” 20 U.S.C. § 1018(a)(1). But as the
findings above—and the stories below—make clear, FSA
has failed to collect on debts owed by institutions, leaving
$1.2 billion on the table.
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Case Studies: A Failure to Collect
In the section that follows, we highlight three recent scenarios where FSA’s compliance and oversight failures, combined with its unwillingness to collect from institutions, has
led to substantial losses to taxpayers.

Vatterott College
The largest outstanding debt to the Department is owed by
Vatterott College. On December 8, 2020, the Department
assessed $244,350,339.80 in liabilities, presumably related
to the closure of the institution in 2018. Vatterott was a
for-profit chain of schools that abruptly shuttered in 2018
after years of regulatory failures, including 12 consecutive
years of financial responsibility composite score failures
leading up to its closure.
While a score of over 1.5 is considered passing under
the Department’s regulations, and a score of between 1.0
to 1.4 is in the “zone,” Vatterott, since 2006–2007, had
never achieved a score over 0.5 and had only a achieved a
non-negative score once since 2011–2012.

Table 1. Vatterott College Financial
Responsibility Composite Scores
YEAR

SCORE

YEAR

SCORE

2006–07

0.3

2012–13

-0.5

2007–08

0.4

2013–14

0.2

2008–09

0.4

2014–15

-.0.4

2009–10

0.2

2015–16*

-1.0

2010–11

0.5

2016–17

-0.9

2011–12

0.3

2017–18**

-1.0

NOTES:

*

**

For most of this period, Vatterott’s composite score was reported
under a single OPEID. Starting in Award Year 2015-16, the
Department reported the composite score under three OPEIDs.
In each of Award Years 2015-16, 2016-17, and 2017-18, the
composite scores were identical across the three OPEIDs.
U.S. Dep’t of Educ., Fed. Student Aid, Financial Responsibility
Composite Scores, available at: https://studentaid.gov/datacenter/school/composite-scores.

Under the Department’s regulations, where an institution
fails the financial responsibility scores, FSA may, but is not
required to, allow the institution to continue to participate
in the Title IV programs, so long as FSA has sufficient financial assurances from the institution. Here, it appears that
Vatterott was rendered eligible to participate in the Title IV
programs pursuant to 34 C.F.R. § 668.175(f), known as the
“provisional certification alternative,” which required FSA
to maintain a minimum letter of credit that was not less than
10 percent of the Title IV, HEA program funds received by
the institution during its previous fiscal year, and comply
with numerous other requirements set by regulation. See 34
C.F.R. § 668.175(f)(2).
Despite years of failing the financial composite score, as of
August 2014 the Department required Vatterott to post only
the minimum letter of credit contemplated by regulation:
$13,699,394, reflecting 10 percent of the prior year’s Title
IV draw.58 The following year, Vatterott had posted a total
letter of credit amount of $12,582,632 (also the minimum),
suggesting that the Department voluntarily chose to reduce,
in absolute dollars, the government’s financial protection.59
At the time of the school’s closure in December 2018, the
Department held “nearly $13 million in surety funds from
Vatterott,”60 which is—quite obviously—far less than the
$244 million now owed by the institution. Although the $13
million surety was not used to offset any of the $244 million
debt, it is unclear from public records what happened to
that amount.
At the time of its closure, Vatterott was owned in part by TA
Associates,61 a global private equity firm that promotes itself
as having raised $32.5 billion to fund its investments, which
include an ownership stake in Full Sail University. That institution participates in Title IV, and received $259,749,308
in direct loan funding in Award Year 2019–2020, and
received a new, non-provisional PPA in April 2020. 62
By May 2019, almost a year before Full Sail University
received a new PPA, the Department had already discharged
over $5.1 million in debt to former Vatterott students and
estimated that a total of $32.8 million would be eligible for
closed school discharges.63 At that time, the Department also
knew that 216 students had submitted borrower defense applications, seeking a discharge of approximately $5.8 million
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(which may or may not be subsumed within the $32.8
million).64 Nevertheless, there are no indications in the PPA
or elsewhere that either TA Associates or Full Sail assumed
any of the liability as a condition for Full Sail’s continued
participation in Title IV. Nor was Full Sail required to post a
letter of credit to guard against taxpayer losses.

Fortis
Fortis College and Fortis Institute (collectively “Fortis”)
constitute a singular “network”65 of institutions owed by
Education Affiliates (“EA”). EA owns a number of other
institutions, including All State Career, St. Paul’s School of
Nursing, Denver College of Nursing, and two non-Title IV
participating institutions, DriveCo and Georgia Driving
Academy CDL Training. EA was formed by the New York
private equity firm JLL Partners in 2004.66
The Department reports seven unpaid debts for Fortis,
totaling $2,376,573 as of February 28, 2021. Certain of these
debts appear to stem from multi-year, multi-jurisdictional
investigations uncovering significant fraud on the government, illegal conduct, and harm to students: in 2015, Education Affiliates agreed to pay $13 million to resolve several
lawsuits alleging fraud against the United States under the
False Claims Act.67
Part of that settlement purported to resolve administrative
debts owed to the Department, including a $1.9 million debt
relating to Fortis College-Miami and a $1.09 million debt
relating to Fortis College-Alabama.68 Both debts arose from
determinations that Fortis had illegally disbursed Title IV
funds to students who had not graduated from high school.
The allegations in the False Claims Act cases were closely
tied to the Department’s findings in the administrative action. Under the settlement, part of the $13 million payment
was to cover the $1.9 million debt owed resulting from the
Fortis College-Miami action. The settlement waived further
rights for the Department to collect the debt with respect
to Fortis College-Alabama. Nevertheless, both amounts
remain listed, for unknown reasons, as “accounts receivable”
by the Department.69
The Fortis situation is particularly puzzling for two additional reasons. First, although the Department reports $2.3
million owed by Fortis, part of that amount stems from
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Since the Department began
releasing quarterly reports about
schools on heightened cash
monitoring in 2015, 82 institutions
have been under this type of
scrutiny the entire time.
liabilities that post-date and are not encompassed by any
settlement. At the same time, the Department held approximately $46 million in letters of credit from Fortis to protect
taxpayers against losses, none of which was used to offset
these debts. (Education Affiliates posted an additional $7.7
million in letters of credit with respect to other institutions;
similarly, those funds have not been used to offset Fortis’
liabilities.) Second, the Department—in March 2021—provided numerous Fortis institutions with new program participation agreements. This was done despite (a) the existence
of outstanding debts as of February 2021; (b) the fact that
numerous Fortis institutions have been on heightened cash
monitoring for at least six years70 (i.e., the full extent of public
data); and (c) failing the Department’s financial responsibility composite scores in every year between 2008-09 and
2018-19. (No data is available after 18-19).71
Under the Department’s regulations, a school will generally
lose Title IV eligibility after three years of failing the Department’s financial responsibility metrics.72 Nevertheless, the
regulations give the Department discretion to allow a school
to continue participating and, if the Department chooses
to use that discretion, also gives the Department discretion
to impose additional financial protections.73 In the case of
Fortis, there is no indication that the Department required
any additional protections required in the regulations.
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Education Corporation of America – Brightwood
and Virginia College
The saga of the Department’s failure to oversee the private
equity backed Education Corporation of America (ECA)
has left taxpayers on the hook for at least $30 million, and
likely more. Indeed, in May 2019, the Department estimated
a total of $185 million would be eligible for closed school
loan discharges, suggesting a liability far higher than $30
million.74 Moreover, thousands of students had their lives
upended by a chain of events that the Department should
have foreseen and mitigated.
In the fall of 2015, ECA announced its purchase of for-profit
Kaplan College, which it rebranded as Brightwood College.75
The transaction also involved the purchase of the greater
Kaplan Higher Education portfolio including Kaplan Career
Institutes, TESST College of Technology, and Texas School
of Business. After the purchase, the ECA schools—including
Virginia College—had approximately 30,000 students across
72 college campuses in 20 states.76
In December 2016, both Virginia College and Brightwood
were accredited by the Accrediting Council for Independent Colleges & Schools (“ACICS”). When the Department
derecognized ACICS as a higher education accreditor, the
Department knew that both Virginia College and other
schools owned by ECA—among countless other institutions—would lose access to federal student aid funds, and face
likely closure, without another accreditor. At that time, as allowed by the HEA, ACICS-accredited institutions were given
18 months to find a new accreditor.77 During such time, the
schools participated under a provisional program participation agreement, enabling the Department to impose “any
additional conditions” that the Secretary deemed necessary.78
Even before the ACICS saga began, trouble was brewing for
the ECA-owned schools. In the fiscal year ending December
2015, ECA reported a passing (1.7) financial responsibility
score.79 But in the year ending only a few weeks following
the derecognition of ACICS, ECA’s financial responsibility
score (1.2) landed the school in the “zone,” i.e., a status in
which the school remained allowed to participate, but with
additional restrictions.80 Accordingly, on October 18, 2017—
at a time when ECA had not yet found a new accreditor—the
Department informed ECA that it was allowed to participate
in the Title IV programs under this “zone alternative.”81
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Despite the Department’s clear authorities to impose other
restrictions on ECA, it did not request a letter of credit or
teach out agreement.82 But between fiscal years 2015 and
2017, the ECA schools received approximately $795 million
in Title IV loans and grants.83
In February 2018, the Department added additional reporting requirements for ECA-owned schools, but still seemingly took no additional steps to either protect students or
the federal fiscal interest.84 In May 2018, the Accrediting
Council for Continuing Education & Training (“ACCET”)
denied an application for initial accreditation by Virginia
College. In July 2018, ECA appealed that determination. The
appeal was denied in August 2018.85
Simply put: there were enormous red flags surrounding
Virginia College and other ECA institutions. On November
14, 2018, as part of litigation filed by Student Defense, the
Department conceded that it did not have a letter of credit
on file for any institution owned by ECA.86 That very same
day, the Department apparently demanded that ECA provide a surety of approximately $64 million.87 But it was too
late. The Department “held no financial surety when most of
the [ECA] schools closed in December 2018.”88 And despite
these red flags, the Department never required that ECA
obtain teach out agreements to protect students in the event
of a closure.89 Between January 1, 2017 and its closure in late
2018, ECA drew $649,601,373 in Title IV funds.90
As noted above, the Department has estimated more than
$185 million in losses due to debt discharges resulting from
the closure of Brightwood and Virginia College. After its
closure, ECA was placed into a federal receivership. On
March 5, 2019, the court approved a process under which
ECA’s creditors could file claims.91 But not only has the
Department failed to use its authorities under the HEA to
pursue ECA’s owners and executives personally, but the
Department never even filed a claim in the Receivership
proceeding.
In terms of claims from public agencies, in contrast to the
Department of Education, other government entities filed
claims. For example, on May 23, 2019, the Consumer Protection Division in the Office of the Attorney General for the
State of Maryland asserted a claim totaling more than $8.7
million.92 Likewise, the Attorney General of Pennsylvania
asserted a claim for an undetermined amount related to the
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closure93 and the Office of the Attorney General – Bankruptcy & Collections Division for the State of Texas asserted a
claim for $322,982 to recover unpaid franchise taxes.94
It is unknown why the Department never pursued debt
collection from Virginia College, Brightwood, ECA, corporate executives, or its owners and shareholders. Willis
Stein & Partners, one of the creditors in the receivership and
a former owner of the ECA schools was once highlighted
in a New York Times story for industry’s “ferocious” and
“intense” tactics to influence public policy around for-profit
colleges.95 As reported by the Times, one of the top Willis
Stein officials even threated to “make life rough” for now-retired Senator Tom Harkin, who referred to the an incident
“one of the most blatant comments ever made to me in my
years in the Senate.”
# # #
As is the case for any federal agency with law enforcement
responsibilities, the Department of Education has significant discretion over how to carry out its duties. Decisions

regarding how to prioritize time and resources reflect not
only its policies, but also its values. Clearly, the Department
has a responsibility to serve as a good steward of taxpayer dollars. But the missing billion dollars of uncollected institutional
liabilities raises serious questions about the Department’s
priorities and whether they align with its stated values. For
too long, the Department has garnished borrowers’ wages,
subjected them to aggressive, expensive collection agencies,
and fought them tooth and nail in bankruptcy. Meanwhile
billion-dollar corporations and wealthy executives skip out on
huge debts—often continuing to feed at the federal trough.
The Department must take steps to protect students and
the federal financial interests. By increasing oversight on
the front end—e.g., making sure that institutions are acting
as proper stewards of the federal fisc—and holding institutions, owners, and executives accountable on the back end,
the Department can show that it is serious about protecting
substantial federal dollars. At the same time, the Department
can and should rethink its approaches to collecting from
individuals in default and bankruptcy.

Table 2. Examples of Creditor Claims in ECA Receivership
In contrast to how the Department has treated the receivership process, a large number of parties have filed claims,
including ECA’s lawyers, shareholders, and other entities with deep ties to the for-profit college industry:
DATE

AMOUNT

CREDITOR

NOTE

March 21, 2019

$626,450.48

Cooley LLP

Legal services to ECA96

April 16, 2019

$47,968,853

Monroe Capital LLC

Preferred stockholder97

April 16, 2019

$27,539,895

Monroe Capital Management Advisors, LLC

Lender98

April 15, 2019

$27,000,000

Kaplan Higher Education, LLC

Equity holder99

April 15, 2019

$25,317,266

Kaplan Higher Education, LLC

Purchase/Sale Agreement contains
indemnification clause.100

April 24, 2019

$24,188,796

Kaplan Higher Education, LLC

Purchase/Sale Agreement contains
indemnification clause.101

April 23, 2019

$1,128,469

Kaplan, Inc.

Liabilities associated with real
property leases102

April 15, 2019

$15,000,000

Willis Stein & Partners LLC

Security agreement, credit agreement103
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APPENDIX A: UNPAID LIABILITIES FOIA REQUEST & RESPONSE
The following chart is provided in the exact form that was provided to Student Defense on April 15, 2021. Student Defense
sought the production of information showing any unpaid liabilities from institutions of higher education resulting from
institutional closures, compliance, or enforcement actions. Following a request for clarification, Student Defense made
clear that the request was to include “any instance in which the Department assessed a financial liability or other payment
obligation that remains unpaid, whether or not the school is still in the [Title IV]program.”

Note: the information produced by the Department did not identify institutions by OPEID number. Accordingly, for certain calculations in this report,
Student Defense matched different sources of data by using institutional names.
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APPENDIX B: Listing of FOIAs Used to Inform This Investigation
DATE

ED FOIA #

TOPIC

3/21/18

18-01340-F

Seeking Letters of Credit held by the Department as of March 21, 2018.104

12/6/18

19-00471-F

Seeking copies of all Administrative Subpoenas issued by the Department from
2010 to present.

12/11/18

19-00495-F

Seeking communications from the Department to institutions of higher education
informing them of their financial responsibility composite score for fiscal years
ending between July 2016 and June 2017 as well as July 2017 and June 2018.

12/18/18

19-00550-F

Seeking all notices of debarment and suspension issued by the Department to
individuals or entities participating in Title IV programs from January 1, 2012 to
December 18, 2018.

12/19/18

19-00575-F

Seeking all notices to institutions of higher education and third-party servicers of
the Department’s intent to limit the entities’ participation in Title IV programs sent
from January 1, 2012 to December 19, 2018.

12/24/18

19-00603-F

Seeking all notices to institutions of higher education and third-party servicers of
the Department’s intent to terminate the entities’ authority to participate in Title
IV programs sent from January 1, 2012 to December 24, 2018.

1/2/19

19-00630-F

Seeking all notices to institutions of higher education and third-party servicers of
the Department’s intent to begin an emergency action sent from January 1, 2012 to
January 2, 2019.

1/15/19

19-00708-F

Seeking all notices to institutions of higher education and third-party servicers of
the Department’s intent to initiate fine proceedings sent from January 1, 2012 to
January 15, 2019.

1/14/20

20-00736-F

Seeking all monthly reports generated by the Administrative Actions and Appeals
Service Group from January 1, 2017 to January 14, 2020.

1/30/20

20-00849-F

Seeking Letters of Credit and communications from the Department to institutions of higher education requesting that the institution post a letter of credit held
by the Department as of January 30, 2020.

2/11/20

20-00949-F

Seeking all program participation agreements entered into between the Department and Vatterott College from January 1, 2007 to February 11, 2020.

8/14/20

20-02259-F

Seeking Letters of Credit held by the Department as of August 14, 2020.

11/23/20

21-00387-F

Seeking all monthly reports generated by the Administrative Actions and Appeals
Service Group from February 1, 2020 to November 23, 2020.

2/8/21

21-00919-F

Seeking a listing of all institutions of higher education that, as of February 8,
2021, had unpaid liabilities to the Department stemming from school closures or
compliance and enforcement actions, as well as a listing of the amount of those
liabilities and the date on which the liabilities were assessed.

4/28/21

21-01511-F

Seeking the most recent program participation agreement entered into between
the Department and Full Sail University as of April 28, 2021.
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