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Private Loan Awareness Brochure Now Available

Thanks to Tim Fitzgibbon for the following:

We are pleased to announce that the NCHELP Private Loan Committee has created for your use a brochure on
private loans entitled “Private Student Loans — A Guide to Responsible Borrowing.” The brochure focuses on
three main themes: Research, Remember, and Repay:

. Research all options before borrowing a private loan and borrow only what you need;

. Remember that all loans must be repaid so develop and stick to a budget, work part-time to reduce the
need for loans and be certain that the salary for a career in your chosen field will allow you to make your
monthly loan payments;

. Repay your loans as quickly as possible so that you build good credit and minimize overall loan costs.

The brochure also stresses that students should exhaust all grant, scholarship and Title 1V Loan eligibility
before considering private education loans and encourages parents to consider borrowing PLUS Loans on
behalf of their children. Parents are also encouraged to consider co-signing their children’s private loans to
obtain lower interest rates.

This brochure is available for use by high school counselors, schools, lenders, guaranty agencies and other
organizations that would find the brochure useful. Organizations are encouraged to co-brand and customize
the brochure, and can even change the color scheme to coordinate with other materials. The brochure, along
with instructions on how to download, modify, co-brand and print the document, can be found on the
NCHELP Web site main page (www.nchelp.org) under the “What’s New?” section on the right hand side of

the screen. A PowerPoint template using the “Research, Remember, Repay” theme will be available shortly.

Many thanks to Walter Witthoff, Chair of the Private Loan Committee, and committee members Mike Bruno,
Ann Hollenberg and Barbara Sharpe for offering their time and expertise in creating this brochure.

If you have questions about how to access, co-brand or print the brochure, please contact NCHELP staff
member Tim Fitzgibbon at tfitzgibbon@nchelp.org or by calling 515-224-1400.

Excellence Found

When you are "In Search of Excellence,” you do not have to look any further than a company well known for
its lovable mouse, glamorous princesses and amazing resorts -- yes, Disney. For years, the Disney company
has embodied success and excellence and they are ready to share how they do it with the NCHELP community
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at the 2008 Debt Management Conference. Being held in Lake Buena Vista, Florida from March 30 to April 2,
the conference will feature more than 20 sessions on a wide variety of topics.

During one magical session, a leader from the Disney Institute will outline how organizations can improve
their quality service by immersing them in the successful Disney Model. This session will help you to:

. Anticipate the needs, wants and emotions of your customers in order to exceed their service expectations

. Bring "personality" to your organization by establishing a service theme and standards

. Design a delivery system that focuses on the employees, environment and processes that enhance quality
service

. Create a service plan that integrates service standards and delivery systems that promote quality

Bring some Disney magic back to your organization by attending the NCHELP Debt Management Conference.
To find out more about the conference, and to register online, visit www.nchelp.org today.

Hearing on College Access and Affordability

Thanks to Karen Lanning for the following:

Higher education leaders and college access providers met in Richmond, Virginia yesterday to discuss the
experiences of students and families in preparing for and attending college. The hearing was sponsored by
America's Student Loan Providers, College Parents of America, ECMC Foundation and the Educational Policy
Institute. Presenters included Dr. David Breneman, professor at the Curry School of Education, UVA, Dr.
Watson Scott Swail, President of the Educational Policy Institute, Dr. Fred Galloway, Associate Professor at
the University of San Diego, Dr. Nicole Farmer Hurd, Executive Director of the National College Advising
Corps, March Kessler, Executive Director of the ECMC Foundation, Amanda Bate, Director of The College
Place-Richmond, James Boyle, President of College Parents of America and Doug Lederman, Editor of Inside
Higher Ed.

The hearing covered a broad range of topics, including financial aid, college affordability, institutional choice
and mentoring. Several speakers spoke about the need to increase awareness about college early and to
ensure that students are academically prepared. Dr. Swail talked about the four barriers to college: 1) college
knowledge -- understanding what college is and how to get there; 2) career counseling -- assist students in
mapping out their career and what they need to do; 3) academic preparation; 4) college cost.

Dr. Hurd talked about the high ratio of students to guidance counselors -- in Virginia it is 369 students to one
conselor -- and the need to provide supplementary services to students. She runs a program that employs
recent college graduates and places them in public high schools throughout the state to partner with guidance
counselors in an effort to increase the college-going rate. Two of the Virginia advisors spoke about working
with families from all types of backgrounds and helping them to navigate through the complex FAFSA and
college application process. They talked about several high achieving students whose dreams of college were
almost destroyed because of glitches with their financial aid and how the advisors helped to solve those
problems.

Reviewing other services available to students in Virginia was March Kessler who talked about the ECMC
Scholars Program, which is a program offered in 10 Virginia high schools where teachers and guidance
counselors are asked to pick students who they believe have potential but have not been doing as well as they
could. The program has mentors that work with the students to improve their academic efforts and then
promises $6,000 in college scholoarship funds to those students who succeed in the program. Amanda Bate
talked about The College Place in Richmond, which offers hands-on assistance to students and families in
filling out the FAFSA and applying to college.

The hearing in Richmond is the first of several to be held in states around the country. We will be reaching out
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to our members in those states to participate in the hearing. A video of the Richmond hearing will be available
shortly.

Career College Association Calls for Action on Student Financing

According to a press release issued today by the Career College Association (CCA), a combination of factors,
including the crisis in the subprime lending market, the substantial reduction of student lender subsidies
enacted in the College Cost Reduction and Access Act, and reforms in student lending processes that followed
allegations of misconduct last year, is placing college financing for working class and economically
disadvantaged students at risk. If left unaddressed, CCA said the situation could foreclose access to higher
education for thousands of borrowers. CCA called on stakeholders in Congress, the Administration, the
financial community, student groups and academia to work together to craft solutions that assure adequate
funding availability.

CCA's President, Harris N. Miller said several steps should be considered, including:

. An immediate gathering of stakeholders to identify effective cures and craft solutions with broad support;

. Immediate increases in Pell Grants and Federally subsidized student lending limits;

. Arelaxation of 90-10 rules to allow a greater percentage of federal higher education financing and
reducing the requirement for financing from alternative sources;

. Awaiver on rules that bar lenders from cross-subsidizing high risk loans;

. The development of an "Independent Student Loan program” similar to PLUS that will encourage
working adults to seek postsecondary education;

. A Congressional review and possible reinstatement of specific types of lender subsidies.

For more information , a copy of the press release is included in the expanded version of today’s Daily

Briefing.

Open Source CRC Testing Tool Available

Last fall, JustlQ volunteered to donate development, maintenance and technical support for the testing tools

used by organizations in the development and implementation of electronic standards like CommonRecord:
CommonLine (CRC) and Common Account Maintenance (CAM). CRC is the first testing tool to be
completed. Itis fully functional without the purchase of any additional software and costs nothing to
download. The complete press release can be found in the expanded version of the Briefing.

Education Department Update

The following announcements have been posted to the Department’s website:

. Electronic Announcement—Distribution of 2008-2009 Renewal FAFSA Reminders; and
. DLB-08-04 Direct Loan Closeout Information for the 2006-2007 Program Year.

General News

. Areport from Lehman Brothers Equity Research on Private Loan Update and Publically Traded For-
profit Schools is included in the expanded version of today's Daily Briefing.

. Nelnet Says Credit Market Disruption Requires Changes to Student Loan Business (Press Release)
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. An article from The Chronicle of Higher Education titled, “Sallie Mae Will Quit Making Private
Loans to Students With Low Credit Scores.” A related report from The Chicago Tribune on the
tightening of rules for student loans is also included.

. Inside Higher Ed reports on how economic woes are beginning to affect the issuing of student loans
in “The Credit Crunch Takes a Toll.”

. Dartmouth announces plan to eliminate tuition for undergraduates from families with incomes
below $75,000; replace loans with scholarships; extend need-blind admissions to international
students; and create a leave term without earnings expectations. (Press Release)

. An article from USA Today titled, “You can tap some tax-deferred accounts to pay for college.”

. Nebraska students who score in the top 5 percent in the state on the ACT college entrance exam
could get $2,000 scholarships to any of the state’s public or private colleges or universities, under a
proposed bill. (The Associated Press)

. InsideARM.com reports, “Live from ED: Contract a 'Different Kind of Collections'.”

News From Our Members & Colleagues

. Kathy Harris to Lead Development for Cology Inc.
. Sallie Mae announces fourth-quarter and full-year 2007 results

These complete stories can be found on the NCHELP Web site in the Daily Briefing section of
the NCHELP e-Library at: db0123.pdf.
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Federal Student Loans A Note to Parents

Private Student Loans

Federal student loans are government-backed, or The more you can help pay for college, the less debt

guaranteed. They are low-cost, fixed-rate loans that your child will have down the road. If you do not have A Guide to Responsible Borrowing
help students and/or parents cover a portion of the funds, consider borrowing on behalf of your child

their school expenses. Federal student loans have (e.g., with a Federal PLUS Loan) or cosigning on your

certain discharge and loan forgiveness options not child’s private student loan. Generally, a cosigned loan

generally available under private student has lower rates and fees.

loan programs.
File a Free Application for

= Federal Stafford Loans are made to Federal Student Aid (FAFSA)
students (rather than parents) and have
annual loan maximums based on the You and your child should file the FAFSA every year,
student’s year in school. Subsidized Stafford even if you do not think you will qualify for federal aid.

Loan interest is paid by the government for
low-income students during in-school and
authorized deferment periods.

Type your message here.
= Federal PLUS Loans are made to parents of

dependent, undergraduate students and can
cover all costs remaining after other forms of
student aid are applied.

= Federal Graduate and Professional
PLUS Loans are made to graduate and
professional students and can cover all costs
remaining after other forms of student aid
are applied.

A Word to the Wise

Take advantage of all federal
student loans before borrowing

from a private lender. R
Higher Education
Loan Programs, Inc. Place your logo here.

NCHELP, |













Open Source CRC Testing Tool Available to Help Improve Service Provided by Student Lenders
NCHELP and JustlQ complete development of the new CRC testing tool.

San Diego, CA (PRWEB) January 23, 2008 - NCHELP, the National Council of Higher Education Loan
Programs and JustlQ, a leading provider of custom technology solutions for student loan companies,
joined forces to develop and deliver open source Common Record: CommonLine (CRC) testing tool.

JustlQ volunteered to donate development, maintenance and technical support for the next generation
of testing tools. CRC is the first testing tool to be completed. The CRC testing tool is fully functional
without the purchase of any additional software and costs nothing to download.

NCHELP’s Electronic Standards Committee (ESC) developed CRC as an electronic communications
standard to streamline and simplify data exchange processes for FFELP, alternative loan, direct loan and
Pell grant originations. CRC uses Extensible Markup Language (XML) to enable real-time file
transmissions and processing. Today, NCHELP provides valuable resources and a wealth of information
on best practices for implementing CRC. To further support the student loan industry, NCHELP teamed
up with JustlQ to deliver an open source testing tool for CRC.

“JustlQ’s technical knowledge and experience added tremendous value to the efforts of the NCHELP
Electronic Standards Committee. They understand and align with the objectives of our members and the
financial aid industry. We are pleased to be able to provide this very necessary tool that will greatly
assist organizations as they implement CRC,” said Mark Putman, Chief Technology Officer for NCHELP.

“Using open source CRC testing tools lowers costs and simplifies the process for student lenders,
guarantors and schools to upgrade to a better more efficient way of sharing information. Using CRC
helps students by enabling more information to be shared faster and with far greater security. This is the
kind of innovation that only comes from open, fair competition,” said Olin Hyde, VP of Sales and
Marketing for JustlQ.

About NCHELP

Based in Washington, DC, the National Council of Higher Education Loan Programs, Inc. (NCHELP)
represents a nationwide network of guaranty agencies, secondary markets, lenders, loan servicers,
collectors, schools and other organizations involved in the administration of the Federal Family
Education Loan Program (FFELP). Since its founding, NCHELP has represented its members on public
policy and regulatory issues with the legislative and executive branches of the federal government.
NCHELP continues to work to meet the challenges associated with providing financial assistance to
millions of American students each year. To learn more please visit NCHELP.

About JustlQ

JustlQ specializes in providing information technology solutions for the student loan industry. The
company develops custom software solutions and provides custom implementation services to student
loan companies. Its custom solutions help student lenders improve existing processes, enhance the
value of current technology investments and reduce operating costs. To learn more please visit JustlQ.
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but that the terms of that agreement are less favorable, which will negatively impact earnings. We fear that the loss of the important
SLM subprime programs will result in slower student growth and higher bad debt expense for ail three (and potentially for LINC,
which we think may also lose access to SLM private loans).

¢ DV has relatively less exposure to SLM subprime loans (~1% of 1H'08 revenue) and has only limited exposure to private loans in
general (5%-8%), so the loss of these programs will likely have only a modest impact. In addition, APOL and STRA both have less
than 5% exposure to private loans, so we do not expect this issue to have a material impact on either company.

* ESlalso announced yesterday that it has entered into a new private lending agreement with three large banks that will allow it to
continue to provide loans to its students even if SLM pulls back (which has not happened yet). We believe that the terms of this
new agreement are comparable to the recently renewed SLM deal (in terms of both the cost to ESI of the program and the breadth
of lending available to its students), and thus do not expect a substantial negative impact on ESI's growth and a manageable
impact on profitability due to this new lending agresment.

WHAT WE LEARNED YESTERDAY ABOUT PRIVATE LOAN ISSUES

Yesterday, four of our coverage companies announced that Sallie Mae has informed them that it is exiting the private sub-prime lending
business and will no longer make these loans to their students (COCO, CECO, DV, and UTI). We briefly discuss these developments
below, along with ESI, which announced a new non-SLM private lending agreement yesterday.

COCo

Yesterday, Corinthian Colleges announced that Sallie Mae and two other lenders will no longer make private loans to COCO's sub-prime
students. 13% of FY'07 revenue came from private loans and 75% of private loans were to sub-prime students so this announcement
places the financing of ~10% of COCO's annual revenues (~$100m) in question.

After speaking with company management, we believe that COCO will try to replace the lost financing with: 1) higher reliance on Title IV
funding, the limits of which have recently risen; 2) getting students to pay for more of their tuition with cash (currently ~5% of revenue); and
3) expanding their own self-financing program (i.e. making the loans themselves).

Of these three options, the third one has the most negative implications for COCO's growth and profitability. First, it will likely result in
higher DSOs and bad debt expense at COCO, which will lower already-thin operating margins. Second, in an effort to mitigate the higher
bad debt expense we believe that management will tighten its underwriting criteria (i.e. screen out some sub-prime students), which could
slow new student growth. Finally, it will require COCO to use its own balance sheet and increase its net interest expense.

We are reducing our FY'08 & FY'09 EPS ests by $0.04 & $0.15 to $0.41 & $0.47, or 24% & 15% yly growth. The primary assumptions
behind our estimate changes is a 1%-2% slowdown in starts growth for 4Q'08 & FY'09, and a 1%-2% gross margin hit (due to higher bad
debt expense).

CECO

Career Education announced yesterday that Sallie Mae is terminating its recourse loan arrangement. CECO estimates that in FY'07 $60m
(~3.6% of revenue) came from this recourse loan arrangement. Importantly, CECO also stated that Sallie Mae is reviewing various aspects,
including underwriting criteria, of its non-recourse loan programs, which we estimate accounted for ~15% of CECO's FY'07 revenue. We
interpret this to imply that Sallie Mae may further restrict private loans to CECO students, based upon their creditworthiness.

CECO is still evaluating how it will fill the void created by Sallie Mae's announcement, however, it is considering the following financing
alternatives: 1) securing alternative third-party lenders, especially for the non-recourse private loans; 2) self-financing the recourse loans
(i.e. making the loans themselves); and 3) using grants/scholarships to fill the funding gap.

We believe that management was relatively surprised by Sallie Mae's decision and will likely take a few weeks to implement remediation
strategies. We note that Sallie Mae's termination of the agreement goes into effect on February 17" and CECO will likely rely on the 2™ and
3¢ alternatives, both of which have negative implications on EPS, discussed above in the near term, with altemative 1 being a more mid-
term solution.

As a result of these loan arrangement changes, we are reducing our FY'08/09 EPS estimates by $0.14/$0.28 to $1.08/$1.25. Including the
11 for-sale schools that will be returned to continuing operations with 4Q results, we est. FY'08/F'09 EPS of $0.90/31.17. The primary
assumptions behind our new estimates are a 1%-2% slowdown in starts growth and a ~1% SG&A increase due to higher bad debt expense.

ESI

Yesterday, ES| announced that three large commercial banks (Bank of America, Chase, and Citibank) have agreed to provide private
education loans to qualified ESI students for the 2007-08 and 2008-09 academic years, We view this announcement as an important sign
that more diversified lenders may be willing to step in and fill the void created by Sallie Mae's decision to vacate certain segments of the
private loan market.

After speaking with management we obtained a few incremental data points. First, Sallie Mae has not yet terminated its private loan
arrangement with ESI and it remains in place (although it could be terminated with notice). Second, we believe these new lines of private
loan financing have been in the works for several months as ESI became more concerned with deterioration in the credit markets and
negative rhetoric from Sallie Mae (previously its exclusive private loan provider). Third, we believe that the risk-sharing terms from this
arrangement are not more onerous than its recently renewed Sallie Mae arrangement (and might involve less recourse, but higher fees).
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However, management did indicate that the new arrangements could delay the receipt of loan funds, increase DSOs, and take bad debt
expense to the top of its historical 1%-3% range. Finally, management indicated that it will not need to change its student recruitment
processes (i.e. restricting access to sub-prime students) to comply with the new private loan arrangements.

Overall, management seemed confident that it has proactively taken prudent steps to address the possibility that Sallie Mae will terminate
its private loan arrangement, and expressed confidence in its continued ability to grow the business. We expect more details of this new
agreement on the company’s earnings call Thursday moming.

Dv

Last night DeVry announced that Sallie Mae will discontinue its discount loan program with the company. This loan program, which served
higher credit risk students, comprised ~1% of revenue in 1H'08. Importantly, Sallic Mae stated that this decision does not affect its other
loan programs with DeVry (i.e. Title 1V lending).

DeVry stated that it does not anticipate a material impact from this program change since private loan usage has been declining in 1H'08
due to recentincreases in annual federal loan limits (see our 12/10/07 note “Investigating the 3rd Party Loan Issue” for more detzils on this

topic).

Furthermore, DeVry highlighted its relatively low student default rates of: 6.5% at DeVry University; 2.3% at Keller; 0.2% at Ross; and 0.7%
at Chamberlain. DeVry aiso provided a reminder that it has been self-financing students educations (i.e. using its balance sheet to give
students loans) for over 30 years with its EDUCARD program and could expand this program if necessary.

uTi
Late last night, UTI announced that Sallie Mae is terminating its tiered recourse program with the company, effective February 16" During
FY'07, UTl received $5.1 million of revenue (~1.4% of revenue) from this loan program.

UTlindicated that the company’s other sub-prime lender will fill the financing void created by Sallie Mae's withdrawal. However, the higher
recourse provision with the other sub-prime lender will reduce EPS. Since Sallie Mae has already provided $3.8m of loans under this
program to date in FY'08, UTl management only expects a $0.01 - $0.02 reduction on FY'08 EPS from this change. However, we believe
that there will fikely be at least another $0.01 - $0.02 reduction to EPS in 1H'09.

ASSESSING RELATIVE VALUATIONS AND UPDATING PRICE TARGETS

Back in July we lined up all of our companies side-by-side and ranked them in three categories: 1) Profitability (Operating Margin, Free
Cash Flow Margin, ROE, ROIC); 2) Estimated Growth Rates (CY'07 & CY'08 EPS Growth Rates); and 3) Valuation (CY'07 & CY'08 P/E
Muttiples, CY'07 & CY'08 Free Cash Flow Yields). Now, we are updating our rankings to reflect our new CY'07/08 estimates and introduce
CY'09 estimates into the mix. Our composite ranking of each coverage company for each of these categories is presented in Figure 1,
below.

Figure 1: “Big 8" Education Services Profitability, Growth, and Valuation Rankings (with “1” the best and “8” the worst)

PROFITABILITY & FINANCIAL RETURNS GROWTH VALUATION
C'080p. C'O8FCF NTM FY'08E EPS Growth (%) P/E Muitiples FCF Yields (%)

‘08

M Margi ROE RO

5% 16%

10% (38%)  (3%)

9% 40%

11% (11%)

0 0 ¢l
Average 16% 12% 6% 47% 6% 17% 20% i
Median 13% 11% 15% 1% (2%) 17% 19% 20.9x 16.6x 4.9%

Note that the Growth ranking is an average of estimated CY’07, CY'08, and CY’09 EPS growth rates.

Source: FactSet and Lehman Brothers estimates

Unlike our July ranking where companies with the most attractive financial returns and growth prospects also had the highest valuations,
this time there were a few companies whose fundamentals and valuation did not line up as expected.

ITT Educational Services is tied for the most attractive valuation and also the best profitability and second best growth. Clearly, concems
over the impact that changes in the private lending industry may have on ESI's students’ ability to take out private loans has led to the lower
valuation since our July ranking. While this remains a real concern, we believe that the discount vs. the peer group valuation averages is
too sharp for one of the industry leaders in terms of profitability, financial returns, and growth.

Meanwhile, Universal Technical Institute ranks second to last in financial returns and growth while also being the middle of the pack in terms
of valuation. Investors appear to be looking past the likely poor CY'08 and already pricing in a big improvement in growth and profitability in
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