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Executive Summary
Purpose
To determine whether the State Education Department’s (Department) Bureau of Proprietary 
School Supervision (Bureau) provided sufficient oversight of private career schools in New York 
State.  The audit covers the period January 1, 2009 through June 27, 2012.

Background
The New York State Education Law (Law) requires the Bureau to oversee and monitor non-degree 
granting private career schools in New York State. The intent of these career schools is to provide 
graduates with technical and other skills necessary to find and maintain employment.  In general, 
the Law requires such schools, which charge tuition, to be registered or licensed. The Bureau 
works with prospective schools to guide them through the application and licensing process.  Once 
licensed, the Bureau should monitor the schools to protect students’ financial and educational 
interests against fraudulent or substandard programs.  In addition, the Bureau is responsible for 
identifying and investigating unlicensed schools. The Law authorizes the Department to take 
disciplinary actions against private career schools that violate the applicable provisions of the 
Law or Regulations of the Commissioner of Education.

The Bureau has about 20 employees and is funded through application fees and assessments 
collected from private career schools. From April 1, 2009 through December 31, 2011, the Bureau 
collected fees and assessments totaling $9.3 million. 

Key Findings 
•	The Bureau has not provided adequate oversight of private career schools in New York State.  

The Bureau often did not comply with provisions of the Education Law and internal policies 
designed to ensure the adequacy of programs offered by private career schools.  As a result, 
the Bureau has not used its resources in the most effective manner to protect the interests of 
students and taxpayers. 

•	Of the 148 pending applications for new schools and/or programs, the Bureau had not acted on 
66 (45 percent) of them within one year, as required. Of these 66 applications, 20 were pending 
for at least two years.

•	Of 1,328 investigations of potentially unlicensed schools, 724 (55 percent) remained open for at 
least 10 years.  Further, from a sample of 100 pending investigations, we identified 18 schools 
that appeared to be operating without a State license. These schools provided instruction in a 
range of careers, including computer software, cosmetology and credit granting. We referred 
these schools to Bureau officials for appropriate follow-up action.

•	Of 491 licensed schools, 292 (59 percent) did not submit required statistical reports showing 
required job placement, enrollment and graduation data.  The Bureau did not follow up with 
any of the delinquent schools.  

•	The Bureau’s automated management information systems are outdated and limit the Bureau’s 
ability to identify priorities and ensure that limited staff resources are used in the most efficient 
manner.
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Key Recommendations
•	Ensure that license applications for private career schools are processed within one year of 

initiation.
•	Establish time frames and implement procedures for completing investigations of private career 

schools in a timely manner.  Provide immediate attention to those cases which involve the most 
significant issues.

•	Develop and implement a formal plan to use information technology to improve the Bureau’s 
ability to integrate and retrieve data vital to the oversight of private career schools. 

Other Related Audits/Reports of Interest
State Education Department: Unlicensed Business Schools (1997-S-36) 
State Education Department: Use of Information Technology for Professional Licensing and 
Renewal (2006-S-22)

http://osc.state.ny.us/audits/audits/9798/97s36.pdf
http://osc.state.ny.us/audits/allaudits/093007/06s22.pdf
http://osc.state.ny.us/audits/allaudits/093007/06s22.pdf
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State of New York
Office of the State Comptroller

Division of State Government Accountability

August 7, 2013

Dr. John B. King, Jr.
Commissioner 
State Education Department
89 Washington Avenue  
Albany, NY 12234 

Dear Dr. King: 

The Office of the State Comptroller is committed to helping State agencies, public authorities 
and local government agencies manage government resources efficiently and effectively and, by 
so doing, providing accountability for tax dollars spent to support government operations. The 
Comptroller oversees the fiscal affairs of State agencies, public authorities and local government 
agencies, as well as their compliance with relevant statutes and their observance of good 
business practices. This fiscal oversight is accomplished, in part, through our audits, which identify 
opportunities for improving operations. Audits can also identify strategies for reducing costs and 
strengthening controls that are intended to safeguard assets. 

Following is a report of our audit entitled Oversight of Private Career Schools. The audit was 
performed pursuant to the State Comptroller’s authority under Article V, Section 1 of the State 
Constitution and Article II, Section 8 of the State Finance Law. 

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers. If you have any questions about 
this report, please feel free to contact us. 

Respectfully submitted, 

Office of the State Comptroller 
Division of State Government Accountability
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State Government Accountability Contact Information:
Audit Director:  Brian Mason
Phone: (518) 474-3271 
Email: StateGovernmentAccountability@osc.state.ny.us
Address:

Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236

This report is also available on our website at: www.osc.state.ny.us 
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Background
Non-degree granting private career schools (also known as proprietary schools) provide training 
in a broad range of disciplines such as computer programming, cosmetology, business, real estate, 
and plumbing. The intent of these schools is to provide graduates with technical and other skills 
necessary to find and maintain employment. The New York State Education Law (Law) requires 
all non-degree granting private career schools that charge tuition to be registered or licensed by 
the State, unless they meet certain exemption criteria. The Law also requires the State Education 
Department (Department) to enforce all laws relating to the educational system in the State.

At the time of our audit, there were 491 licensed non-degree granting private career schools in 
New York State.  There were an additional 148 schools that had submitted license applications 
that were pending disposition.  During the year ended June 30, 2010, about 46,000 students 
attended licensed private career schools. The Department’s Bureau of Proprietary School 
Supervision (Bureau) is responsible for ensuring the programs offered by private career schools 
provide students with the skills needed for meaningful employment and for protecting students’ 
financial interests.  The Bureau has about 20 employees and maintains offices in Albany and 
New York City. The Bureau derives its funding through application fees and annual assessments 
collected from private career schools. From April 1, 2009 through December 31, 2011, the Bureau 
collected about $9.3 million in fees and assessments.  In 2011, the legislature transferred about 
$300,000 from the Bureau’s Special Purpose Revenue Fund to the State’s General Fund. 

The Bureau works with prospective career schools to guide them through the application and 
licensing process.  This includes review and approval of a school’s curriculum, personnel and 
physical space to determine whether they are sufficient to fulfill the school’s training objectives.  
Bureau officials also review financial documents to ascertain a school’s financial viability.  When 
initially granted, a career school’s license is valid for two years.  Thereafter, licenses can be renewed 
for a period of four years.  Bureau staff monitors licensed schools to protect students’ interests as 
well as the general public against fraudulent or substandard training programs. The Bureau is also 
responsible for identifying and investigating unlicensed schools.  According to Bureau officials, 
the Bureau takes action when a school operates a program that could be harmful to the health 
and welfare of its students.  Bureau officials encourage such schools to become licensed or to 
apply for an exemption.  

The Law also authorizes the Department to take disciplinary actions against private career schools 
that violate the applicable provisions of the Law or Regulations of the Commissioner of Education, 
as determined by a formal hearing process.  The disciplinary actions can include civil penalties 
(fines) and a range of administrative sanctions (including a cease and desist order, suspension or 
revocation of a license, or an order of restitution).    

In August 2012, legislation was signed into law (effective December 2012) that increased the 
application fee for career schools from $250 to $5,000.  In passing this law, the legislature concluded 
that the Department needed to strengthen efforts to protect students enrolled in certain non-
degree granting private career schools from inadequate job training and school closures.  In 
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addition, the legislature concluded that the Department needed to better align its oversight of 
private career schools with the growing needs and demands of business and industry.  The new 
law also created “candidate schools,” whereby a school can operate during the application process 
(or prior to formal Department approval of its application).  Furthermore, pursuant to the Law, 
the Bureau can use any additional revenues to add staff and improve information technology.  

In 1997, we issued a report to the Department entitled Unlicensed Business Schools (Report 
1997-S-36).  In that report, we concluded the Bureau lacked the resources to properly oversee 
schools that were subject to the Law.  We also identified deficiencies in Bureau records for certain 
schools.  
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Audit Findings and Recommendations
The Bureau often did not comply with pertinent provisions of the Education Law and internal 
policies designed to ensure the adequacy of training programs offered by private career schools in 
New York State.  In addition, there were significant deficiencies in the data and data systems used 
by the Bureau to oversee and monitor private career schools.  Consequently, the Bureau did not 
use its resources in the most effective manner to protect the interest of students and taxpayers. 
Moreover, the Department had limited assurance that private career schools consistently provided 
students with the training they need to find jobs.    

In 1997, we issued a report that concluded the Bureau’s oversight of private career schools was 
insufficient. Our current audit indicates that some of the same issues, identified more than 15 
years ago, still exist. We recognize that the Bureau has limited resources.  However, officials need 
to take steps to ensure that the Bureau’s limited resources are used in the most efficient manner 
to maximize its ability to oversee private career schools throughout the State.

Non-Compliance With Program Requirements

The Bureau is required to oversee the licensing of private career schools. This includes ensuring 
that applications are processed timely, complaints about unlicensed schools are investigated 
expeditiously, and annual statistical reports are submitted as required by schools.  However, the 
Bureau did not adequately fulfill these prescribed responsibilities.   Bureau officials attributed 
deficiencies to a lack of sufficient staff resources.  Officials further indicated that they plan to 
hire more staff with the additional funding anticipated from the aforementioned increase in 
application fees.

Timeliness of Application Processing 

Providers of career training programs must apply for a license to start or significantly change a 
program.  The Bureau requires new career schools to submit an initial application - and then a 
complete application within eight months of the initial application.  Further, the Law requires 
the Bureau to render a decision within four months of receipt of the completed application. 
Consequently, the Bureau should render decisions within one year of receipt of an initial 
application.  As of April 10, 2012, the Bureau listed 148 pending applications for new schools and/
or programs, as summarized in Table 1. 
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Table 1 
 

Years in Pending Status Number of Applications 
Up to One Year   82 
Between One and Two Years   46 
Between Two and Three Years   12 

Between Three and Four Years    7 
Over Four Years    1 
     Total  148 
     Total Over One Year   66 

 

As Table 1 illustrates, 66 (45 percent) of the 148 applications were in pending status for more 
than one year.  This included 20 applications that were pending for at least two years - and one 
for more than four years.  As a result of this delay, there is increased risk that certain schools that 
would not be approved for a license are actually operating programs, and that viable owners may 
have refrained from operating programs.   

Further, we found that the Bureau’s current application process is cumbersome and labor intensive.  
Often, it involves extensive communication between Bureau and school officials to clarify 
information submitted on applications. Virtually all of the pertinent records and communication 
are maintained in paper files, which at times are voluminous. Use of contemporary information 
technology, such as imaging, could improve the efficiency and effectiveness of this process.  

In December 2006, we issued a report to the Department entitled Use of Information Technology 
for Professional Licensing and Renewal (2006-S-22).  In their response to that report, officials 
noted that the Department had made progress on an imaging system in the Office of Professions 
to provide for easier and more efficient access to applicant and licensee data.  A similar technology 
improvement initiative could be of benefit to the Bureau. Also, we address other information 
technology concerns later in this report.       

Complaints and Investigations

The Bureau identifies potentially unlicensed schools mainly through complaints received from 
the general public. The Bureau is responsible for investigating the complaints and, as warranted, 
requiring schools to comply with licensing requirements.  To help manage its investigations, the 
Bureau maintains an electronic database of investigation activity.  At the time of our audit, there 
were 1,976 complaints identified for investigation.  The database indicated that investigations 
of 648 complaints were complete. Bureau officials concluded that 536 of these 648 complaints 
pertained to schools that were closed or exempt from licensure requirements. 
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More importantly, the Bureau’s other 1,328 (1,976 - 648) investigations remained open.  We 
determined that 1,080 (81 percent) of the open investigations were initiated prior to 2009, and 
724 (54 percent) investigations had been open for at least 10 years.  Thus, the Bureau often did 
not conclude its investigations of complaints in a timely manner.  Table 2 summarizes the 1,328 
open investigations according to the year they were initiated.

Table 2 
 

Year Initiated 

Number of 
Open 

Investigations 

Cumulative 
Total of Open 
Investigations  

Percent of 
Total Open 

Investigations  

Cumulative 
Percentage of Open 

Investigations  
2001 and Prior 724 724 54% 54% 
2002 116 840   9% 63% 
2003   31 871   2% 65% 
2004   47 918   4% 69% 
2005   40 958   3% 72% 
2006   46 1,004   3% 75% 
2007    49 1,053   4% 79% 
2008   27 1,080   2% 81% 
2009             127 1,207  10% 91% 
2010   50 1,257    4% 95% 
2011    30 1,287    2% 97% 

Subtotal          1,287                97%  
Date Not Indicated   41 1,328   3% 100% 

Total          1,328              100%  
 

Further, we judgmentally selected a sample of 100 of the 1,328 open investigations to identify 
unlicensed schools.  From these 100 cases, we identified 18 schools that appeared to be 
operating without a State license.  These schools provided instruction in a range of careers, 
including computer software, cosmetology and credit granting.  We referred the 18 schools to 
Bureau officials for appropriate follow-up action.  Also, based on the results of the sample we 
reviewed, we believe there is considerable risk that a significant number of other career schools 
are operating without a license.  When an unlicensed school is identified, the Bureau sends a form 
letter informing school officials of State licensure requirements and requesting a response from 
them.  However, if school officials do not respond, the Bureau generally takes no further action. 
The case remains on the Bureau’s database, and there is no timetable for closing it.  Moreover, 
without sufficient enforcement of licensing requirements, there is less incentive for a private 
career school to obtain a State license.  

According to Bureau officials, the investigation of unlicensed schools is not a high priority, primarily 
due to staffing limitations.  Consequently, the Bureau should use a formal risk assessment process 
to focus its limited resources on those schools that pose the greatest risks to students and the 
public.  Bureau officials told us that schools providing health-related programs and/or with 
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multiple complaints are given higher priority for investigation.  However, the Bureau’s database 
does not identify schools that offer health-related programs or include information on the number 
of complaints received. Therefore, it is unclear how Bureau officials prioritize cases and allocate 
staff to those schools most in need of investigation based on risk assessment. 

Required Statistical Reporting

The Bureau should ensure that the overall educational quality of the programs offered by career 
schools provide students with the skills necessary to secure meaningful employment.  The Law 
requires the Department to consider outcome-based factors such as student course completion 
and job placement rates before re-approving schools’ curriculums.  Accordingly, the Law requires 
all licensed private career schools to submit annual statistical reports including enrollment data, 
and graduation and job placement rates.  

However, the Bureau does not ensure that private career schools report enrollment, graduation, 
and job placement information, as required by the Law.  We reviewed the statistical reports 
submitted by schools for the 2008-2009 year.  Of 491 licensed schools, 292 (59 percent) did not 
submit the required report.  These schools provided instruction in a range of careers, including 
skin care, culinary arts and broadcasting.  Further, the Bureau did not follow-up with any of the 
292 non-compliant schools or review the reports that were submitted.  

A properly functioning performance measurement system can provide a means to evaluate how 
well schools are operating and help improve underperforming schools.  However, we concluded 
that the Bureau does very little to monitor school performance once a school is licensed.  Bureau 
officials told us that due to limited resources, they rarely review performance measures, such as 
graduation or job placement rates.  Nevertheless, these measures are crucial to ensuring that 
private career schools properly serve their students, and Bureau officials should assess them 
when schools seek license renewals.  Schools with poor performance indicators, such as low 
graduation and job placement rates, should be identified so corrective actions can be taken as 
needed. If poor performing schools are unable to improve their programs, the Bureau should 
consider revocation of licenses or denial of license renewals.  

Recommendations

1.	 Ensure that license applications for private career schools are processed within one year of 
initiation.  Take steps to resolve timely the 66 applications which have been pending final 
determinations for more than a year.

2.	 Establish time frames and implement procedures for completing investigations of private 
career schools in a timely manner.  Provide immediate attention to those cases which involve 
the most significant issues. 

3.	 Develop and implement formal processes to prioritize investigations to help ensure the most 
effective use of limited staff resources.
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4.	 Formally follow-up with private career schools which do not submit the required statistical 
reports, including enrollment, graduation and job placement data, to the Department.  Take 
actions against those schools which do not submit the required reports. 

5.	 Develop and implement a system to assess school performance. Take actions, as appropriate, 
to improve underperforming schools.

6.	 As provided for by the State Education Law, take disciplinary actions against private career 
schools that are in material non-compliance with applicable laws and regulations.  This could 
include (but not be limited to) cease and desist orders, fines, and suspensions/revocations of 
licenses for schools committing serious violations.      

Management Information Systems

Organizations must maintain and use mission-critical information to ensure employees perform 
their job responsibilities efficiently and effectively.  In part, we attribute the problems identified in 
this report to deficiencies in pertinent Bureau data and the automated systems the Bureau used 
to maintain such data.  Further, because of these deficiencies, Bureau officials had limited ability 
to use data to establish priorities and ensure that limited resources were employed in the most 
efficient manner.

The Bureau’s primary management information system is a mainframe application developed 
in 1988. It has limited functionality and is used mainly as an indexing system to help locate a 
school’s paper files, where much Bureau information is maintained.  Also, over the years, Bureau 
employees have developed about 20 databases for various elements of the private career school 
program. The databases are maintained by several different employees, at the Bureau’s Albany 
and New York City offices, and they are not integrated with each other or the Bureau’s mainframe 
application.  Consequently, it is difficult to obtain a complete profile (including, for example, 
payments of licensing fees, complaints, violations, etc.) for any particular school. 
 
We also found that the information within the databases was often incorrect and/or incomplete. 
For example, in the Bureau’s unlicensed School Database, eight schools were, in fact, licensed.  
Further, in the Bureau’s Change of Status Database, there was no date of initial licensure for 402 
(60 percent) of the 671 schools career schools listed.

According to Bureau officials, they plan to use anticipated revenue increases to improve the 
Bureau’s information technology capabilities, including a web-based application system.  This will 
help increase the accuracy, completeness, and overall quality of critical data maintained by the 
Bureau.  

Recommendation

7.	 Develop and implement a formal plan to use information technology to improve the Bureau’s 
ability to integrate and retrieve data vital to the oversight of private career schools.  
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Audit Scope and Methodology 
We audited the Bureau’s oversight of private career schools in New York State.  Our audit objective 
was to determine whether the Bureau provided sufficient oversight to ensure private career 
schools were licensed and complied with regulatory reporting requirements. Our audit period 
was from January 1, 2009 through June 27, 2012.  To accomplish our objective, we interviewed 
Bureau officials and staff and reviewed pertinent hard copy and automated records.  We also 
reviewed applicable sections of the State Education Law and examined the Bureau’s relevant 
policies and procedures.  

To evaluate the Bureau’s oversight of private career schools, we reviewed the Bureau’s management 
information systems, which consisted of a mainframe application and several Access databases.  
We also selected a judgmental sample of 100 schools from the Unlicensed School Database for 
review.  We eliminated schools that were exempt, closed, out of state, or referred to another 
agency. We also visited the Bureau’s New York City office to assess procedures for identifying and 
investigating unlicensed schools. This included reviews of document files for certain unlicensed 
schools.  

To identify additional unlicensed schools, we obtained a public listing of private career schools 
from the United States’ Department of Education.  We compared these schools to private career 
schools licensed by the Bureau or pending licensure.   Also, we reviewed the Bureau’s Pending 
Schools Database of 148 schools with applications for licenses.  

We conducted our performance audit in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on 
our audit objectives. We believe that the evidence obtained provides a reasonable basis for our 
findings and conclusions based on our audit objectives.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and 
statutorily mandated duties as the chief fiscal officer of New York State. These include operating 
the State’s accounting system; preparing the State’s financial statements; and approving State 
contracts, refunds, and other payments. In addition, the Comptroller appoints members (some 
of whom have minority voting rights) to certain boards, commissions and public authorities. 
These duties may be considered management functions for purposes of evaluating organizational 
independence under generally accepted government auditing standards. In our opinion, these 
functions do not affect our ability to conduct independent audits of program performance.

Authority  
The audit was performed pursuant to the State Comptroller’s authority as set forth in Article V, 
Section 1 of the State Constitution and Article II, Section 8 of the State Finance Law. 
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Reporting Requirements
We provided a draft copy of this report to Department officials for their review and formal 
comment.  We considered the Department’s comments in preparing this report and have included 
them in their entirety at the end of it.  In their response, Department officials agreed with our 
recommendations and indicated the actions they will take to improve their oversight of private 
career schools.

Within 90 days of the final release of this report, as required by Section 170 of the Executive 
Law, the Commissioner of Education shall report to the Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal committees, advising what steps were taken to implement the 
recommendations contained herein, and where the recommendations were not implemented, 
the reasons why.
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Division of State Government Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us

Elliot Pagliaccio, Deputy Comptroller
518-473-3596, epagliaccio@osc.state.ny.us

Jerry Barber, Assistant Comptroller
518-473-0334, jbarber@osc.state.ny.us

Vision

A team of accountability experts respected for providing information that decision makers value.

Mission

To improve government operations by conducting independent audits, reviews and evaluations 
of New York State and New York City taxpayer financed programs.

Contributors to This Report
Brian Mason, Audit Director

David Fleming, Audit Manager
Ed Durocher, Audit Supervisor

Jessica Turner, Examiner-in-Charge
Lauren Bizzarro, Staff Examiner

Sue Gold, Report Editor
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Agency Comments
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