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This bill adds several items to the list of specified information that a private career school 

or for-profit institution of higher education, including those that are required to register 

with the Maryland Higher Education Commission (MHEC), must provide to a prospective 

student prior to the student signing an enrollment agreement, completing registration, or 

making a financial commitment to the school or institution. All specified information must 

also be prominently displayed on the website of the school or institution without the need 

for providing personal information. Finally, the bill establishes a 15% funding requirement, 

as described below, in order to enroll new Maryland students at a private career school or 

for-profit institution of higher education, including those that are required to register with 

MHEC, if the school or institution has annual revenue in excess of $10.0 million. The bill 

takes effect July 1, 2019. 
 

 

Fiscal Summary 
 

State Effect:  None. MHEC can comply with the requirements of the bill using existing 

resources.  

  

Local Effect:  None.  

  

Small Business Effect:  Potential minimal. 
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Analysis 
 

Bill Summary:   

 

Information Provided to Prospective Students 

 

In addition to information currently required to be provided, before a prospective student 

signs an enrollment agreement, completes registration, or makes a financial commitment 

to a private career school or for-profit institution of higher education, including those that 

are required to register with MHEC, the school or institution must provide to the student 

the following information:  

 

 the placement rate for the program, if the school or institution is required by its 

accrediting agency to calculate a placement rate for the program, or the school or 

institution, or both, using the required methodology of the accrediting agency; 

 whether the program satisfies the applicable educational prerequisites for 

professional licensure or certification in the State; 

 the median earnings of former students of the school or institution who received 

federal financial aid at 10 years after entering the school or institution, as reported 

on the College Scorecard, if available; and 

 whether the school or institution has failed to meet the 15% rule established by the 

bill in any of the three immediately preceding fiscal years. 

 

15% Rule 

 

The bill specifies that if a private career school or for-profit institution of higher education, 

including those that are required to register with MHEC, has annual revenue in excess of 

$10.0 million, then the school or institution may not enroll new Maryland residents in a 

program, if in two out of three of the immediately preceding fiscal years less than 15% of 

the school’s or institution’s annual revenue is derived from funds disbursed to the school 

or institution through: (1) State or federal funding sources related to tuition, fees, and other 

institutional charges for students; and (2) loans and grants provided or guaranteed by the 

school or institution. 

 

A violation of the 15% rule may not be construed to limit a school’s or an institution’s 

eligibility to provide instruction to, and collect revenue from, students who were enrolled 

before the violation takes place. 

 

By December 1, 2019, MHEC must adopt regulations to carry out the provisions related to 

the 15% rule. 

            

https://collegescorecard.ed.gov/
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A private career school or for-profit institution of higher education subject to the 15% rule 

as established by the bill may not be required to comply with the provisions of the bill until 

the fiscal year of the school or institution that begins on or after July 1, 2019. 

 

Current Law:    
 

For-profit Institutions 

 

A “for-profit institution of higher education” is defined as an institution of higher education 

that generally limits enrollment to graduates of secondary schools; awards degrees at the 

associate, baccalaureate, or graduate level; and is not a public or private nonprofit 

institution of higher education.  

 

Private Career Schools  

 

A “private career school” is defined in statute as a privately owned and privately operated 

institution of postsecondary education other than an institution of higher education that 

furnishes or offers to furnish programs, whether or not requiring a payment of tuition or 

fee, for the purpose of training, retraining, or upgrading individuals for gainful employment 

as skilled or semiskilled workers or technicians in recognized occupations or in new and 

emerging occupations.  

 

To operate in Maryland, a private career school must be approved by MHEC; some are 

also accredited by national associations. Private career school programs generally provide 

training in one of the following areas:  allied health, audio visual methods, cosmetology, 

barbering, bartending, computers, massage, the Montessori Method of education, real 

estate, truck driving, or mechanics. There are also programs in cooking, dry cleaning, 

maritime studies, travel, and trade schools. 

 

For-profit Online Distance Education Programs 

 

A “fully online distance education program in the State” is defined as a program, 

originating outside the State, offered by an out-of-state institution in which (1) a student 

domiciled in Maryland enrolls; (2) 51% or more of the program is offered through 

electronic distribution; and (3) MHEC determines that the portion of the program offered 

at a location in the State, if any, does not require a certificate of approval for the institution 

to operate in the State. “Out-of-state institution” means an institution of higher education 

whose primary campus exists outside Maryland and whose authority to grant degrees is 

conferred by another state.  

 

An institution of higher education that enrolls Maryland students in a fully online distance 

education program in the State must file an application to register with MHEC before, or 
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within three months of, enrolling the first Maryland student unless it (1) is subject to 

MHEC academic program review; (2) participates in the Southern Regional Education 

Board’s Electronic Campus; or (3) participates in the State Authorization Reciprocity 

Agreement.  

 

Information Provided Required to be Provided to Students 

 

Before a prospective student signs an enrollment agreement, completes registration, or 

makes a financial commitment to a private career school or for-profit institution of higher 

education, including those that are required to register with MHEC, the school or institution 

must provide to the student the following information:  

 

 the total cost of attendance for the program, as defined in 20 USC Section 1087LL; 

 the length of the program; 

 the number of clock or credit hours, or the equivalent information; 

 the school’s or institution’s cancellation and refund policy; 

 the program’s completion rates for both full-time and part-time students;   

 the program’s withdrawal rates; and 

 the median combined loan debt for federal loans, institutional loans, and private 

loans certified by the school or institution, for all students who completed the 

program during the most recently completed award year. 

 

The information described must be prominently displayed in a letter or email to a 

prospective student. The letter or email may not contain any other substantive information 

from the school or institution. The school or institution must maintain records of the 

school’s or institution’s efforts to provide the information described to a prospective 

student for at least five years after the student enrolls at the school or institution. 

     

Background:   
 

Number of Schools and Institutions 

 

According to MHEC, as of January 2019, there were 137 private career schools, 6 for-profit 

institutions approved to operate in Maryland, and 15 for-profit institutions required to 

register. 

 

90/10 Rule         

 

The federal Higher Education Act of 1965, as amended, requires a proprietary school to 

get not more than 90% of their revenues from Title IV federal student aid. This requirement 

is known as the 90/10 rule. A proprietary school, as the term is used under federal law, 
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does not directly translate to a type of institution defined in State law. It refers to for-profit 

private career schools and for-profit institutions of higher education.  

 

The restrictions on revenue percentages at proprietary schools were initially introduced in 

1992 as the 85/15 rule and subsequently modified into the 90/10 rule in 1998. Failure to 

derive at least 10% of revenue from sources other than Title IV funds for two fiscal years 

results in loss of eligibility to participate in the Title IV programs for at least two 

consecutive fiscal years. To regain eligibility, an institution must demonstrate that it 

complied with applicable State licensure, accreditation, and financial responsibility 

requirements for a minimum of two fiscal years after the fiscal year it became ineligible. If 

an institution fails to satisfy the 90/10 rule, the U.S. Department of Education is required, 

by statute, to disclose this information on the College Navigator website, including the 

extent to which the institution failed to satisfy the rule. 

 

The Higher Education Act of 1965, as amended, requires the Secretary of Education to 

annually submit a report to Congress containing information regarding the amount and 

percentage of each private career school or for-profit institution’s revenues from 

Title IV sources and non-Title IV sources as provided by the school or institution in its 

audited financial statements. These reports are published on the U.S. Department of 

Education website. Title IV funds are federal financial aid programs including Pell Grants, 

federal loan programs (both subsidized and unsubsidized), and work-study programs. 

 

As shown in Exhibit 1, there were two schools in Maryland that had revenues exceeding 

$10.0 million, Fortis Institute and All-State Career. A third, Brightwood College, has 

three Maryland campuses which in total exceed $10.0 million. However, this data source 

does not collect all of the data required by the bill.  

https://studentaid.ed.gov/sa/about/data-center/school/proprietary
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Exhibit 1  

Proprietary School Revenue Percentages Report 

for Financial Statements with  

Fiscal Year Ending Dates between 07/01/16-06/30/17 

($ in Thousands) 

 

Institution 

Institutional 

Fiscal Year’s 

Title IV Revenue 

Institutional 

Fiscal Year’s 

Total Revenue 

90/10 

Revenue 

Percentage 

Fortis Institute $28,341 $33,570 84% 

All-State Career 10,724 13,429 80% 

Lincoln College of Technology 6,972 9,488 73% 

Brightwood College1 5,874 6,469 91% 

Brightwood College2 5,281 6,202 85% 

Cortiva Institute 4,173 5,689 73% 

Hair Academy 4,061 4,658 87% 

North American Trade Schools 3,801 5,629 68% 

Brightwood College3 3,570 3,945 90% 

Temple (The): A Paul Mitchell Partner School 3,028 4,870 62% 

Hair Expressions Academy 2,493 3,457 72% 

Award Beauty School 2,161 2,477 87% 

Hair Academy II 1,707 2,136 80% 

L’Academie de Cuisine 1,361 2,712 50% 

Montgomery Beauty School 1,197 1,375 87% 

Omega Studios’ School of Applied Recording Arts & Sciences 1,058 1,876 56% 

Maryland Beauty Academy of Essex 850 1,042 82% 

Institute of Health Sciences 679 1,165 58% 

Blades School of Hair Design 627 898 70% 

Robert Paul Academy of Cosmetology Arts & Sciences 541 957 57% 

Baltimore Studio of Hair Design 517 613 84% 

Del-Mar-Va Beauty Academy 501 596 84% 

Aveda Institute Maryland 434 724 60% 

Aspen Beauty Academy - Laurel 389 604 64% 

Aesthetics Institute of Cosmetology 359 547 66% 

Holistic Massage Training Institute 223 378 59% 

Frederick School of Cosmetology 172 342 50% 

Aaron’s Academy of Beauty 28 134 21% 
 

1Brightwood Baltimore 
2Brightwood Beltsville 
3Brightwood Towson 

 
Note: This table does not include all schools covered by the bill. Specifically, nonprofit private career 

schools and for-profit institutions required to register are not included. In addition, other institutions 

covered by the bill may not be captured.  

 

Source(s): U.S. Department of Education, eZ-Audit  
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There is a similar Department of Veterans Affairs (VA) rule, which requires no more than 

85% of a program’s students receive VA funding. The VA rule relates to the percentage of 

students, not funding. 

 

State Fiscal Effect:  MHEC advises that it needs one full-time person at a cost of 

approximately $75,000 per year to review the financial statements, tax forms, and 

corresponding material to ensure that covered schools and institutions are complying with 

the 15% rule essentially established by the bill. The Department of Legislative Services 

advises that since only a limited number of schools and institutions covered by the bill have 

in excess of $10.0 million in revenue and the information is already collected by the federal 

government for many of the schools, the workload associated with the bill can be absorbed 

by existing staff, although staff time will need to be temporarily diverted from existing 

priorities each year. Based on the number of private career schools with revenue in excess 

of $10.0 million and the number of for-profit schools, it is assumed that MHEC will need 

to examine the financial records from approximately 24 schools and institutions. 

Alternatively, MHEC could require schools and institutions to submit the required 

information through regulations.  

 

Small Business Effect:  Many private career schools are small businesses. It is assumed 

that most private career schools can make prospective students aware of the specified 

information in the manner required and maintain required records using existing resources. 

However, some private career schools do not maintain a website. Under the bill all private 

career schools would need to maintain a website with the required information. This 

requirement is primarily an administrative burden, as a low traffic website can be created 

and hosted for no-to-low cost. 

        

The 15% rule only applies to specified schools or institutions with an annual revenue in 

excess of $10.0 million. These larger schools or institutions are not small businesses. 

 

Additional Comments: Although the bill creates the 15% rule discussed above, the actual 

intent of the bill was more likely to create an 85/15 rule, similar to the 90/10 rule. If so, the 

bill would need to be amended such that less than 15% of a school’s or institution’s annual 

revenue is derived from funds disbursed to the school or institution other than through: 

(1) State or federal funding sources related to tuition, fees, and other institutional charges 

for students; and (2) loans and grants provided or guaranteed by the school or institution. 

 

 

Additional Information 
 

Prior Introductions:  None. 

 

Cross File:  HB 464 (Delegate Hettleman, et al.) - Appropriations. 
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Information Source(s):  Office of the Attorney General (Consumer Protection Division); 

Maryland Higher Education Commission; U.S. Department of Education; Department of 

Legislative Services 

 

Fiscal Note History:  First Reader - February 19, 2019 

 sb/rhh 

 

Analysis by:   Caroline L. Boice  Direct Inquiries to: 

(410) 946-5510 

(301) 970-5510 
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