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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

PIHMA Health & Education Network,
LLC d/b/a Phoenix Institute of Herbal
Medicine & Acupuncture (PIHMA)
a/k/a PIHMA College & Clinic, an
Arizona Limited Liability Company;
Emperor’s College of Traditional
Oriental Medicine, a California
Corporation; Pacific College of Oriental
Medicine, LLC, a California Limited
Liability Company; PCOM NY, LLC, a
New York Limited Liability Company
National Institute of Oriental Medicine,
Inc. d/b/a Florida College of Integrative
Medicine, a Florida Corporation;
Colorado School of Traditional Chinese
Medicine, a Colorado Corporation;
Texas Health & Science University, a
Texas Cor&qratlon; Acupuncture Center
Inc. d/b/a Midwest College of Oriental
Medicine, an Illinois Corporation;
Human Capital, Inc. d/b/a Southwest
Acupuncture College, a Colorado
Corporation; American Academy of
Traditional Chinese Medicine, Inc. a
Minnesota Corporation; AM College
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LLC d/b/a Acupuncture and Massage
College, a Florida Limited Liability
Company; American College of
Acupuncture & Oriental Medicine, Inc.,
a Texas Corporation,

Plaintiffs,
V.
Betsy DeVos, Secretalr:y of the United
States Department of Education, in her
official capacity,

Defendant.

The Plaintiff Schools, set forth in the caption above and identified further herein,
for their Complaint for Preliminary and Permanent Declaratory and Injunctive Relief,
allege as follows:

INTRODUCTION

1. Plaintiffs are twelve private sector colleges and universities from across
the country offering advanced degrees in the practice of Acupuncture and Oriental
Medicine (“AOM™). For decades, the Plaintiff Schools have been eligible to participate
in federal financial aid programs (the “Title IV programs”) under Title IV of the Higher
Education Act (“HEA”), 20 U.S.C. 88 1001 et seq., because, among other things, the
AOM programs of these schools “prepare students for gainful employment” in the
practice of AOM healthcare. 20 U.S.C. §8 1002 (b)(1)(A).

2. The Plaintiff Schools undeniably offer high quality education in the study
of AOM, enjoy high graduation and placement rates, low student loan default rates, and
provide valuable service to their communities. Yet, despite their record of success, each
of the Plaintiff Schools now has an AOM program that is considered “failing” under the
so-called “gainful employment” regulation, 34 C.F.R. § 668.401 et. seq. (the “GE
Regulation”), promulgated by the U.S. Department of Education (the “Department”) in
late 2014.

3. The GE Regulation utilizes an arbitrary “debt-to-earnings test” in an

attempt to determine whether a program “prepare[s] students for gainful employment.”
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The “debt-to-earnings test” is a one-size-fits-all statistical test, based solely on metrics
comparing the median debt of graduates in a particular program to their average
reported early career earnings (within 18 to 36 months of graduation), without any
exceptions or adjustments to account for unique circumstances of any particular
program and of the vocation for which it prepares students or the career choices made
by its students and graduates.

4. For the so-called 2015 debt measures year (or award year) gainful
employment debt to earnings rates (“2015 DE Rates”), graduates measured in these
rates are individuals graduating between July 1, 2010 and June 30, 2012 (or if there are
fewer than 30 program graduates in those two years, then also graduates from July 1,
2008 to June 30, 2010). The 2015 DE Rates compare annual debt service on the median
debt of these graduates (or, if lower, median debt of graduates in the same program
during the period of July 1, 2014 to June 30, 2015) to their calendar year 2014 earnings,
but only to those earnings in that year which were reported to the Social Security
Administration (“SSA”). 34 C.F.R § 668.404.

5. On January 9, 2017, the Department published the 2015 DE Rates, and the
AOM programs of the Plaintiff Schools all received “failing” 2015 DE Rates, i.e.,
regular earnings 2015 DE Rates in excess of 12.0% and discretionary earnings 2015 DE
Rates in excess of 30.0%.

6. As applied to the Plaintiff Schools, the “debt-to-earnings test” is arbitrary
and capricious because, among other things, it fails to consider or accommodate the fact
that a large majority of AOM graduates choose to establish their own practices, and
given the cash-pay nature of such practices and the time routinely required to build
clientele, such AOM practices typically have lower “net” earnings during the first
several years, which is exactly the time period when reported earnings are measured
under the GE Regulation.

7. A large majority of AOM graduates are self-employed practitioners, and

they enter school recognizing this as a likely career choice given limited AOM
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employment positions in most communities, because, even while the AOM field of
healthcare is becoming accepted by and benefiting an increasing number of Americans,
AOM care still is not covered by most healthcare insurance plans. Students who want to
practice in AOM care do not have a wide range of employment options with hospitals,
clinics and private practice groups. Consequently, a majority of the graduates of the
AOM programs offered by the Plaintiff Schools establish their own AOM practice
shortly after graduation. The SSA reported net early career earnings of these self-
employed graduates, no matter the quality of their educational program, are
understandably lower in the early years of their careers while they build a client base
and still have office and other business expenses.

8. The characteristic of a majority of AOM graduates establishing their own
practices exists across all AOM degree programs, including degree programs offered by
nonprofit and public institutions, but those degree programs are not subject to the GE
Regulation since they are not offered by for profit institutions. Following the
Department’s publication of its Notice of Public Rulemaking on March 25, 2014, 79
Federal Register 16426, AOM trade association comment letters informed the
Department about the self-employment characteristic of AOM program graduates, but
the Department failed to establish any special provisions for AOM programs, such as a
later earnings measurement point or a higher rate threshold for an acceptable rate.

9. Even if an AOM self-employed practitioner, in the GE earnings year, has
roughly the same level of fee revenue as an employed AOM practitioner, the self-
employed practitioner will have lower reported SSA earnings, not only because of cash
expenses of running a practice, but also because of non-cash business depreciation. The
GE Regulation fails to make any adjustment for this factor, as it is based on earnings
files maintained by SSA which are derived from tax returns filed with the Internal
Revenue Service, which, for self-employed taxpayers using either Schedule C or
Schedule SE, report taxable earnings that are net of depreciation and other business

expenses.
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10.  While many AOM graduates from the Plaintiff Schools have average
reported lower early career earnings, this is not proof that the AOM programs of the
Plaintiff Schools’ programs fail to prepare their students for gainful employment. Quite
to the contrary, the Plaintiff Schools turn out graduates who become entrepreneurs and
small business owners, who pay back their loans and enjoy successful careers in the
practice of AOM, as reflected in the positive student outcome metrics of the schools and
the low student loan default rates of their student borrowers, rates that are comparable to
those of major public and private universities. It is also noteworthy that the Plaintiff
Schools, in providing faculty supervised clinical training for AOM students to prepare
them for gainful employment as AOM practitioners, have provided free or reduced
charge Acupuncture and Oriental Medicine services through their clinics to thousands
of individuals in the communities in which the schools are based.

11.  Use of a “gainful employment” test or metric which measures only self-
reported net early career earnings of AOM graduates is inherently arbitrary, capricious
and unlawful as applied to the Plaintiff Schools and is not reasonably and sufficiently
related to an assessment of the extent to which AOM programs prepare their graduates
for gainful employment, a characteristic which the regulation claims is measured by the
metric.

12.  As a result of the Plaintiff Schools’ “failure” of the arbitrary “debt-to-
earnings” test with their 2015 DE Rates, they will be required to soon issue a “warning”
to current and prospective AOM students, unless any of the schools are able to
demonstrate a higher level of earnings — moving their 2015 DE Rates into a ‘zone’
position — through earnings survey appeals that must be filed by March 10, 2017.
Because of the unreasonably high 50% response requirement for such earnings surveys
and the factors outlined in paragraphs 6 to 9, there exists a great risk that some or all of
the Plaintiff Schools will not win their earnings survey appeals and then will be required
to give “warnings.” These “warnings” are designed and intended to cause immediate

and irreparable harm to the Plaintiff Schools by discouraging prospective students from




JABURG | WILK

© o0 N oo o B~ W N PP

N RN N DN N N NMNDND R P B R R R R R R
0 N o O B~ WON P O © 0 N o 0o M W N B O

Case 2:17-cv-00538-ROS Document 1 Filed 02/21/17 Page 6 of 31

enrolling and encouraging existing students to withdraw from their current programs
and seek education elsewhere.

13.  As a result of the foregoing, the Plaintiff Schools seek preliminary and
permanent injunctive and declaratory relief pursuant to 5 U.S.C. 88 701, et seq., 20
U.S.C. § 1082(a)(2), and 28 U.S.C. 88 1331, and 2201-2202, declaring that the GE
Regulation is arbitrary, capricious and unlawful as applied to the Plaintiff Schools and
enjoining its enforcement as against the Plaintiff Schools.

JURISDICTION AND VENUE

14.  This Court has subject matter jurisdiction pursuant to 28 U.S.C. § 1331,
the declaratory judgment provisions of 28 U.S.C. 88 2201-2202, the provisions of the
Administrative Procedure Act (“APA”), 5 U.S.C. 88 701, et seq., and the “sue and be
sued provision” of the Higher Education Act, 20 U.S.C. 8 1082(a)(2).

15.  Venue is proper in this Court under 28 U.S.C. 8 1391(e), because Plaintiff
PIHMA Health & Education Network, LLC is incorporated under the laws of the
Arizona and has its principal place of business in Arizona.

DEFENDANT

16.  Defendant Betsy DeVos (the “Secretary”), is the Secretary of the United
States Department of Education and is being sued in her official capacity. The
Secretary is the head of the Department, a federal agency which is responsible for the

administration of Title IV programs.

THE PLAINTIFF SCHOOLS

1. Phoenix Institute of Herbal Medicine & Acupuncture
17.  Plaintiff PIHMA Health & Education Network, LLC d/b/a Phoenix

Institute of Herbal Medicine & Acupuncture, a/k/a PIHMA College & Clinic, is an
Arizona limited liability company, maintaining a campus in Phoenix, Arizona.
18.  Phoenix Institute has been in operation since 1996, has participated in the

Title IV programs since 2005, and is accredited by the Accreditation Commission for




JABURG | WILK

© o0 N oo o B~ W N PP

N RN N DN N N NMNDND R P B R R R R R R
0 N o O B~ WON P O © 0 N o 0o M W N B O

Case 2:17-cv-00538-ROS Document 1 Filed 02/21/17 Page 7 of 31

Acupuncture and Oriental Medicine (ACAOM), the accrediting agency recognized by
the Department for the approval of programs preparing AOM practitioners.

19.  Phoenix Institute offers a Master of Science in Oriental Medicine program
and Master of Science in Acupuncture program, and has done so for 20 years.

20.  Phoenix Institute currently has 93 students in its Master of Science in
Oriental Medicine and Master of Science in Acupuncture programs, and 47 full and part
time employees.

21.  Phoenix Institute’s Master of Oriental Medicine program and Master of
Acupuncture program represent approximately 100% of Phoenix Institute’s enroliment
and 68% of its revenue.

22.  Phoenix Institute’s AOM programs post exceptional graduation,
placement and licensure exam passage rates.

23. A majority of graduates of Phoenix Institute’s AOM programs

(approximately 80%) choose to become self-employed and do so within three years of

graduation.
24.  The vast majority of Phoenix Institute’s graduates are able to pay back
their loans. Phoenix Institute’s most recent official three-year federal fiscal year cohort

loan default rates are 5.3% for FY 2013 and 2.6% for FY 2012 (the institution’s FY
2011 two-year rate was 6.6%).

25.  Phoenix Institute’s Master of Oriental Medicine and Master of
Acupuncture programs prepare students for gainful employment in the practice of
AOM.

26.  Despite its record of success, Phoenix Institute’s Master of Oriental
Medicine and Master of Acupuncture programs are now considered “failing” programs
under the GE Regulation’s “debt-to-earnings test.”

2. Emperor’s College of Tradition Medicine
27.  Plaintiff Emperor's College of Traditional Medicine is a California

corporation, maintaining a campus in Santa Monica, California.
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28.  Emperor’s College has been in operation since 1983, has participated in
the Title IV programs for 28 years, and is accredited by the ACAOM.

29. Emperor’s College ranked #2 on TheBestAcupunctureSchools.com 2015
list of top Acupuncture schools in the United States.

30.  Emperor’s College currently has 240 students and 95 employees.

31. Emperor’s College offers a Master of Traditional Oriental Medicine
program.

32. The Master of Traditional Oriental Medicine currently represents
approximately 85% of Emperor’s College’s total enrollment and 90% of its revenue.

33. Among other recognitions, in 2015 Emperor’s College received a
commendation from the County of Los Angeles in recognition of service to veterans in
the community, and in 2013 the school received United States Congressional
Recognition of its 30th Anniversary and outstanding contributions to Oriental Medicine.

34.  Emperor’s College is a valuable asset to its community. Emperor’s
College provides free Acupuncture services to the following medical clinics: 2000 to
present, Venice Family Clinic—the largest free clinic in the United States; 2000-2010,
Los Angeles Free Clinic (now called the Saban Clinic); 2013 to present, Being Alive, a
free clinic for those with AID/HIV. In addition, Emperor’s College provided free
Acupuncture services at the 2014 and 2015 Los Angeles Veterans Stand Down and at
the 2015 and 2016 West Los Angeles VA Fair.

35.  The 2015 Special Olympics World Games selected Emperor’s College, its
alumni, faculty, and Master’s and Doctoral students, to be the sole providers of holistic
wellness services to the over 7,000 athletes and coaches representing 165 nations from
around the world.

36. Emperor’s College’s AOM program posts exceptional graduation,

placement and licensure exam passage rates.
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37. A majority of graduates of Emperor’s College’s AOM program
(approximately 80%) choose to become self-employed and do so within three years of
graduation.

38.  The vast majority of Emperor’s College’s graduates are able to pay back
their loans. Emperor’s College’s most recent official three-year federal fiscal year
cohort loan default rates are: 5.4% - FY 2013, 4.7% - FY 2012, and 7.8% - FY 2011.

39. Emperor’s College’s Master of Traditional Oriental Medicine program
prepares its students for gainful employment in the practice of AOM.

40.  Despite its record of success, Emperor’s College’s Master of Traditional
Oriental Medicine program is now considered a “failing” program under the GE
Regulation’s “debt-to-earnings test.”

3. Pacific Colleges of Oriental Medicine — California & New York

41.  Plaintiffs Pacific College of Oriental Medicine, LLC (California) and
PCOM NY, LLC (New York), both d/b/a Pacific College of Oriental Medicine, are
postsecondary institution with campuses in San Diego, California, New York, New
York, and Chicago, Illinois.

42.  Pacific Colleges offer, among other degrees, a Master of Traditional
Oriental Medicine.

43.  Pacific Colleges have been in operation since 1986, have participated in
the Title IV programs for 26 years, and are accredited by ACAOM, and regionally
accredited by WASC Senior Colleges and University Commission.

44,  Pacific Colleges currently have approximately 1200 students enrolled in
Title IV eligible programs, and more than 550 employees.

45.  Pacific Colleges have received awards for their AOM curriculum and
clinical training, as well as research grants from the National Institutes of Health and
Patient-Centered Outcomes Research Institute, among others.

46.  Pacific Colleges’ Master of Traditional Oriental Medicine represents

approximately 85% of the schools’ enrollment and 85% of the schools’ revenue.
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47.  Pacific Colleges’ AOM program posts exceptional graduation, placement
and licensure exam passage rates.

48. A majority of graduates of Pacific Collegess AOM program
(approximately 80% or more) choose to become self-employed and do so within three
years of graduation.

49.  The vast majority of Pacific Colleges’ graduates are able to pay back their
loans. Pacific Colleges’ most recent official three-year federal fiscal year cohort loan
default rates are: 8% - FY 2013, 9.9% - FY 2012, and 6.8% - FY 2011.

50. Pacific Colleges’ Master of Traditional Oriental Medicine program
prepares students for gainful employment in the practice of AOM.

51.  Despite their record of success, Pacific College’s Master of Traditional
Oriental Medicine program is now considered a “failing” program under the GE
Regulation’s “debt-to-earnings test.”

4. Florida College of Integrative Medicine

52.  Plaintiff National Institute of Oriental Medicine, Inc. d/b/a Florida
College of Integrative Medicine is a Florida corporation, maintaining a campus in
Orlando, Florida.

53.  Florida College has been in operation for 26 years, has participated in the
Title IV programs since 1998, and is accredited by ACAOM.

54.  Florida College currently has 95 students and 39 employees.

55.  Florida College offers a Master of Science in Oriental Medicine, and has
done so since 1996.

56.  Florida College’s AOM program posts exceptional graduation, placement
and licensure exam passage rates.

57. A majority of the graduates of Florida College’s AOM program
(somewhere between 50-75% of a typical graduating class of 15-25 students) choose to

become self-employed and do so within three years of graduation.

10




JABURG | WILK

© o0 N oo o B~ W N PP

N RN N DN N N NMNDND R P B R R R R R R
0 N o O B~ WON P O © 0 N o 0o M W N B O

Case 2:17-cv-00538-ROS Document 1 Filed 02/21/17 Page 11 of 31

58.  The vast majority of Florida College’s graduates are able to pay back their
loans. Florida College’s most recent official three-year federal fiscal year cohort loan
default rates are: 2.5% - FY 2013, 2% - FY 2012, and 9% - FY 2011.

59. Florida College’s Master of Traditional Oriental Medicine program
prepares its students for gainful employment in the practice of AOM.

60. Despite its record of success, Florida College’s Master of Traditional
Oriental Medicine is now considered a “failing” program under the GE Regulation’s
“debt-to-earnings test.”

5. Colorado School of Traditional Chinese Medicine

61. Plaintiff Colorado School of Traditional Chinese Medicine, Inc. is a
Colorado corporation, maintaining a campus in Denver, Colorado.

62. Colorado School of Traditional Chinese Medicine has been in operation
for 26 years, has participated in the Title IV programs since 2002, and is accredited by
ACAOM.

63.  Since 1999, Colorado School of Traditional Chinese Medicine has offered
a Master of Science Traditional Chinese Medicine program.

64. Colorado School of Traditional Chinese Medicine currently has almost
100 students and 62 employees.

65. Colorado School of Traditional Chinese Medicine’s AOM program posts
exceptional graduation, placement and licensure exam passage rates.

66. A majority of graduates of Colorado School of Traditional Chinese
Medicine’s AOM program (approximately 79%) choose to become self-employed and
do so within three years of graduation.

67.  The vast majority of Colorado School of Traditional Chinese Medicine’s
graduates are able to pay back their loans. Colorado School of Traditional Chinese
Medicine’s most recent official three-year federal fiscal year cohort loan default rates
are: 1.8% - FY 2013, 3.1% - FY 2012, and 5.7% - FY 2011.

11
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68.  Colorado School of Traditional Chinese Medicine’s Masters of Science
Traditional Chinese Medicine program prepares students for gainful employment in the
practice of AOM.

69. Despite its record of success, Colorado School of Traditional Chinese
Medicine’s Master of Science Traditional Chinese Medicine program is now considered
a “failing” program under the GE Regulation’s “debt-to-earnings test.”

6. Texas Health and Science University

70.  Plaintiff Texas Health and Science University f/k/a Texas College of
Traditional Chinese Medicine is a Texas corporation, maintaining campuses in Austin
and San Antonio, Texas.

71.  Texas Health and Science University has been in operation since 1990,
has participated in the Title IV programs for 25 years, and is accredited by ACAOM and
the Accrediting Council for Independent Colleges (“ACICS”).

72.  For 27 years Texas Health and Science University has offered a Master of
Acupuncture and Oriental Medicine program.

73.  In April of 2011, the Texas Higher Education Coordinating Board granted
a Certificate of Authority to Texas College of Traditional Chinese Medicine to award
the Master of Acupuncture and Oriental Medicine degree with a major in Acupuncture
and Oriental Medicine and the Bachelor of Science degree in Traditional Chinese
Medicine. Additionally, Texas College of Traditional Chinese Medicine was chosen by
Zhejiang Chinese Medical University to be the first institution in the United States
offering a Dual Degree program.

74.  In 2014, Texas Health and Science University received recognition by the
President of the United States (The President’s Higher Education Community Service
Honor Roll) for “the extraordinary and exemplary community service contributions of
its students, faculty, and staff in meeting critical community and national needs.”

75.  Texas Health and Science University currently has 128 students and 34

employees.

12
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76.  Texas Health and Science University’s AOM program posts exceptional
graduation, placement and licensure exam passage rates.

77. A majority of graduates of Texas Health and Science University’s AOM
program (for example, 74% for FY 2014) choose to become self-employed and do so
within three years of graduation.

78.  The vast majority of Texas Health and Science University’s graduates are
able to pay back their loans. Texas Health and Science University’s most recent official
three-year federal fiscal year cohort loan default rates are: 12.5% - FY 2013, 3.1% - FY
2012, 9.0% - FY 2011.

79. Texas Health and Science University’s Master of Acupuncture and
Oriental Medicine program prepares its students for gainful employment in the practice
of AOM.

80.  Despite its record of success, Texas Health and Science University’s
Master of Acupuncture and Oriental Medicine program is now considered a failing
program under the GE Regulation’s “debt-to-earnings test.”

7. Midwest College of Oriental Medicine

81.  Plaintiff Acupuncture Center Inc., d/b/a Midwest College of Oriental
Medicine is an lIllinois corporation, maintaining campuses in Evanston, Illinois and
Racine, Wisconsin.

82.  Midwest College of Oriental Medicine has been in operation for 38 years,
has participated in the Title IV programs since 1991, and is accredited by ACAOM.

83.  Midwest College of Oriental Medicine offers a Masters in Traditional
Chinese Medicine program, which currently represents approximately 75% of the
school’s total enrollment.

84.  Midwest College of Oriental Medicine currently has over 120 students
and 35 employees.

85.  Midwest College of Oriental Medicine’s AOM program posts exceptional

graduation, placement and licensure exam passage rates.

13
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86. A majority of graduates of Midwest College of Oriental Medicine’s AOM
programs choose to become self-employed and do so within three years of graduation.

87.  The vast majority of Midwest College of Oriental Medicine’s graduates
are able to pay back their loans. Midwest College of Oriental Medicine’s most recent
official three-year federal fiscal year cohort loan default rates are: 8.3% - FY 2013, 0%-
FY 2012, and 9% - FY 2011.

88.  Midwest College of Oriental Medicine’s Master of Traditional Chinese
Medicine program prepares students for gainful employment in the practice of AOM.

89.  Despite its record of success, Midwest College of Oriental Medicine’s
Master of Traditional Chinese Medicine program is now considered a “failing” program
under the GE Regulation’s “debt-to-earnings test.”

8. Southwest Acupuncture College
90. Plaintiff Human Capital Inc. d/b/a Southwest Acupuncture College is a

Colorado corporation, maintaining campuses in Boulder, Colorado and Santa Fe, New

Mexico.
91.  Southwest Acupuncture College has been in operation for 37 years, has
participated in the Title IV programs for 31 years, and is accredited by ACAOM.

92.  Southwest Acupuncture College offers a Master of Science in
Acupuncture, and has done so for 37 years.

93.  Southwest Acupuncture College currently has 78 students at its Boulder,
Colorado campus, and 60 students at its Santa Fe, New Mexico campus, 29
administrative employees and 35 teachers.

94.  Southwest Acupuncture College’s AOM programs posts exceptional
graduation, placement and licensure exam passage rates.

95. A majority of graduates of Southwest Acupuncture College’s AOM
programs (approximately 82%) choose to become self-employed and do so within three

years of graduation.

14
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96.  The vast majority of Southwest Acupuncture College’s graduates are able
to pay back their loans. Southwest Acupuncture College’s most recent official three-
year federal fiscal year cohort loan default rates are: 2.2% - FY 2013, 0% - FY 2012,
and 6.6% - FY 2011.

97.  Southwest Acupuncture College’s Master of Science in Acupuncture
program prepares students for gainful employment in the practice of AOM.

98.  Despite its record of success, Southwest Acupuncture College’s Master of
Science in Acupuncture program is now considered a “failing” program under the GE
Regulation’s “debt-to-earnings test.”

9. American Academy of Acupuncture and Oriental Medicine

99.  Plaintiff American Academy of Acupuncture and Oriental Medicine, Inc.
is a Minnesota corporation, maintaining a campus in Roseville, Minnesota.

100. American Academy of Acupuncture and Oriental Medicine has been in
operation since 1997, has participated in the Title IV programs since 2003, and is
accredited by ACAOM.

101. American Academy of Acupuncture and Oriental Medicine offers a
Master of Acupuncture and Oriental Medicine program, in which 74 students are
currently enrolled, representing approximately 65% of the school’s total enrollment and
90% of its revenue.

102. American Academy of Acupuncture and Oriental Medicine currently has
23 full and part time employees.

103. American Academy of Acupuncture and Oriental Medicine’s AOM
program posts exceptional graduation, placement and licensure exam passage rates.

104. A majority of graduates of American Academy of Acupuncture and
Oriental Medicine’s AOM program choose to become self-employed and do so within
three years of graduation.

105. The vast majority of American Academy of Acupuncture and Oriental

Medicine’s graduates are able to pay back their loans. American Academy of
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Acupuncture and Oriental Medicine’s most recent official three-year federal fiscal year
cohort loan default rates are: 0% - FY 2013, 5.4% - FY 2012, and 4.2% - FY 2011,

106. American Academy of Acupuncture and Oriental Medicine’s Master of
Acupuncture and Oriental Medicine program prepares students for gainful employment
in the practice of AOM.

107. Despite its record of success, American Academy of Acupuncture and
Oriental Medicine’s Master of Acupuncture and Oriental Medicine is now considered a
failing program under the GE Regulation’s “debt-to-earnings test.”

10.  Acupuncture and Massage College

108. Plaintiff AM College, LLC d/b/a Acupuncture and Massage College is a
Florida limited liability company, maintaining a campus in Miami, Florida.

109. Acupuncture and Massage College has been in operation for 33 years, has
participated in the Title IV programs since 1999, and is accredited by ACAOM.

110. Since 1987, Acupuncture and Massage College has offered a Master of
Oriental Medicine program, which currently represents 75% of the school’s enroliment,

and 80% of its revenue.

111. Acupuncture and Massage College currently has 167 students and 32
employees.

112. Acupuncture and Massage College’s AOM program posts exceptional
graduation, placement and licensure exam passage rates.

113. A majority of graduates of Acupuncture and Massage College’s AOM
program (approximately 73% of licensed graduates from 2013 to present) choose to
become self-employed and do so within three years of graduation.

114. The vast majority of Acupuncture and Massage College’s graduates are
able to pay back their loans. Acupuncture and Massage College’s most recent official
three-year federal fiscal year cohort loan default rates are: 12.2% - FY 2013, 7.6% - FY
2012, and 10.2% - FY 2011.
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115. Acupuncture and Massage College’s Master of Oriental Medicine
program prepares its students for gainful employment in the practice of AOM.

116. Despite its record of success, Acupuncture and Massage College’s Master
of Oriental Medicine program is now considered a “failing” program under the GE
Regulation’s “debt-to-earnings test.”

11.  American College of Acupuncture & Oriental Medicine

117. Plaintiff American College of Acupuncture & Oriental Medicine, Inc. is a
Texas corporation, maintaining a campus in Houston, Texas.

118. American College of Acupuncture & Oriental Medicine has been in
operation since 1991, has participated in the Title IV programs since 1997, and is
accredited regionally by Southern Association of Colleges and Schools Commission on
Colleges and programmatically by the Accreditation Commission for Acupuncture and
Oriental Medicine (ACAOM), the accrediting agency recognized by the Department of
Education for the approval of programs preparing AOM practitioners.

119. American College of Acupuncture & Oriental Medicine offers a Master of
Acupuncture & Oriental Medicine program and has done so for 25 years.

120. American College of Acupuncture & Oriental Medicine currently has 100

students in its Master of Acupuncture & Oriental Medicine and 54 full and part time

employees.
121. American College of Acupuncture & Oriental Medicine's Master of
Acupuncture & Oriental Medicine program represents approximately 75% of

enrollment and 63% of its revenue.

122.  American College of Acupuncture & Oriental Medicine's AOM program
posts exceptional graduation, placement and licensure exam passage rates.

123. A majority of graduates of American College of Acupuncture & Oriental
Medicine’s AOM program (approximately 80%) choose to become self-employed and

do so within three years of graduation.
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124. The vast majority of American College of Acupuncture & Oriental
Medicine’s graduates are able to pay back their loans. American College’s most recent
official three-year federal fiscal year cohort loan default rates are 3.1% - FY 2013 and
8.1% - FY 2012 (the institution’s FY 2011 two-year rate was 4.1%). .

125. American College of Acupuncture & Oriental Medicine’s Master of
Acupuncture & Oriental Medicine prepares students for gainful employment in the
practice of AOM.

126. Despite its record of success, American College of Acupuncture &
Oriental Medicine’s Master of Acupuncture & Oriental Medicine program is now

considered a “failing” program under the GE Regulation’s “debt-to-earnings test.”

GENERAL ALLEGATIONS APPLICABLE TO ALL COUNTS

1. The Acupuncture and Oriental Medicine Practice.
127. Acupuncture and Oriental Medicine—while accepted by and benefiting an

increasing number of Americans—is not covered by most healthcare insurance plans.
As a result, students who want to practice in this field do not have a wide range of
employment options with hospitals, clinics and private practice groups upon graduation.
Consequently, a majority of these schools’ graduates are self-employed in their own
practice which they establish within three years of graduation.

128. In 2013, the National Certification Commission for Acupuncture and
Oriental Medicine (“NCCAOM”) produced a Job Analysis Report (“Job Analysis
Report”) based upon a survey of AOM practitioners, which can be found at this link:

http://www.nccaom.org/wp-

content/uploads/pdf/Executive Summary Descriptive Demographic and Clinical Pra
ctice_Profile NCCAOM 2013 Job_Analysis.pdf. Among other things, the survey

asked respondents to identify their primary practice setting. According to the Job
Analysis Report, 58% of respondents (869 of 1492) practiced as solo practitioners.
Approximately another 26% of respondents indicated practice in a group setting. If

respondents reported that they operated in a group, they were asked to identify their
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primary practice setting. For those individuals, a majority (41%, 254 of 617) operated
as independent practitioners in shared spaces, and another 23% (140 of 617) either
owned or were partners in a group practice. Thus, the Job Analysis Report summarized
that most of the respondents practiced independently or as sole proprietors.

129. The results of the Job Analysis Report are consistent with the experience
of the Plaintiff Schools and the real world career decisions made by their students and
graduates.

130. The vast majority of the Plaintiff Schools’ graduates choose to become
self-employed and start their own practice, and do so within three years of graduation.

131. A critical first step in the establishment of an AOM practice is gaining
board licensing in the state(s) in which the AOM practitioner is planning to practice.
While graduates of the AOM programs of the Plaintiff Schools have high licensing
exam pass rates, due to the timing of when such licensing examinations are held relative
to program graduation dates and the time required for typical pre-examination review
courses, the licensing process can take between 3 to 6 months. Additional time is
necessarily required for a newly licensed AOM practitioner to set up an office or clinic
and obtain any required local business permits. For AOM program students who
graduate toward the end of a GE two-year cohort period, the graduate may have been
self-employed for 12 months or less when his/her reported earnings are being measured
for the debt-to-earnings rates, such as students graduating in May 2012 (included in the
2015 DE Rates) who may not have begun to practice until sometime in calendar 2013
but their reported ear