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An independent, nonprofit organization, the Institute for College Access

& Success (TICAS) and its Project on Student Debt work to make higher
education more available and affordable for people of all backgrounds. By
conducting and supporting nonpartisan research, analysis, and advocacy, TICAS
aims to improve the processes and public policies that can pave the way to
successful educational outcomes for students and for society.

'The California Community Colleges Student Financial Aid Administrators
Association (CCCSFAAA) is founded on three fundamental principles that

define the mission of the Association:

First, accessibility to higher education is essential to the development of
human potential and the human condition; and financial aid is an essential
access vehicle to higher education; and

Second, that the effective administration of financial aid programs requires
accurate, current, and focused information on federal and state legislation
and regulations governing student financial aid programs; and

'Third, communication between members of the profession, government
agencies, and private and community organizations is critical to the
development of effective financial aid programs and the advancement of
the profession.
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For years, state and federal policy
on higher education was focused on
making sure students had access to

loans

k college. Today, that emphasis has
WO r expanded to include completion of
; college, with the Obama administration
how community colleges and many states setting goals for
support responsible increasing college attainment. While
student borrowing discussions about college completion

have stressed the importance of K-12
preparation and the need to improve

institutional effectiveness, they often

overlook the crucial role of financial aid.

Ensuring that students have the financial resources to support college attendance
and success is essential to improving completion rates, whether at two-year

or four-year colleges. Several studies have found that students who limit
employment to 10 or 15 hours per week are more likely to stay enrolled and earn
degrees or certificates.! For many students, that means some form of financial
support is needed. And for an increasing number of them, that financial support
includes federal student loans.

Recognizing that family income, savings, grants, and manageable student
earnings are not always enough to fully cover the total cost of attending and
completing college, the federal government has long provided student loans as

a bridge for those facing such gaps. (See box, More About Federal Student Loans
Jfor Undergraduates, p. 5) Today, with average tuition rising faster than either
family income or need-based grants, that bridge is more vital than ever to ensure
students can pursue — and complete — college. Yet, in today’s rapidly changing
environment, college financial aid offices — where students turn for federal loans
and other forms of aid — face increasing pressure from multiple sources.

A recession and rising enrollment have strained financial aid offices in two ways.
First, demand for financial aid in general has been rising sharply. Between 2007-
08 and 2010-11, the number of FAFSA applicants increased by 44 percent.’
Second, the down economy has resulted in state budget cuts at public colleges,
where the large majority of students enroll. These have led to hiring freezes and
other reductions in capacity, leaving many financial aid offices struggling to
manage the rising demand. The combination of increased demand for aid and
offices’ inability to maintain or expand staffing levels has hit financial aid offices
particularly hard.

! See, for example, Orozco, V. & Cauthen, N.K. 2009. Work Less, Study More & Succeed: How Financial
Supports Can Improve Postsecondary Success. New York: Demos. Note, however, that most of the analyses
to date have been descriptive studies that do not rule out effects of student attributes such as age, income,
race, and ethnicity.

% Data provided by the U.S. Department of Education on July 17,2012.
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Choosing to exit
the federal loan
program can
undermine
the college
completion
goals that
SO many
states and
colleges are
establishing.

At the same time, federal student loan default rates across the nation at all types
of colleges have been rising, partly as a result of the tight job market and high
unemployment. This creates another source of anxiety for higher education
leaders concerned about their students’ futures and eager to protect student
access to financial aid. In some cases, high default rates can lead to sanctions that
prevent schools from offering Pell Grants and/or federal loans to their students.

Some significant protections from the consequences of debt and default

are available for both students and colleges. For students, programs such as
income-based repayment can keep required federal loan payments affordable
and help prevent default. For colleges, although institutional sanctions can be
imposed when too many of their borrowers default, the thresholds are high

and exemptions are available for colleges with relatively low borrowing rates.
However, many colleges are not fully aware of these protections and focus solely
on the risks of student borrowing, which means neither they nor their students
can fully benefit from the programs.

Community colleges often fall into this realm. Few community college students
choose to borrow — about 13 percent nationally and only three percent in
California — but that does not make thoughtful lending practices and policies
any less important.’ In fact, a 2010 study found that the amount of financial
aid received by students, including loans, is the “single strongest predictor of
graduation” at two-year colleges. “Our findings show that variations in amounts
of aid received, even in this ‘low aid’and ‘low cost’ sector, are associated with
substantial differences in graduation rates,” the report said.* Nevertheless, even
before the economic downturn, community colleges have been under-resourced
in terms of financial aid staffing compared with four-year universities, despite
enrolling students with the greatest need.

'This is especially so in California, where per-student spending on financial aid
administration at California State University is about twice that at community
colleges — and at the University of California, it is more than four times as much,
according to the most recent estimates available.” Even though no California
community colleges have been in danger of federal sanctions, constrained
resources combined with low awareness of how to prevent unnecessary default
sanctions have led some to withdraw from the federal student loan program
altogether. (See box, Leaving the Loan Program, p.5)

3 TICAS calculations from the U.S. Department of Education, National Postsecondary Student Aid
Study: 2008.

+ Attewell, P. et al. 2011. “Competing Explanations of Undergraduate Noncompletion,” in American
Educational Research Journal, Vol. 48, No. 3.

* California Community Colleges Chancellor’s Office. December 2011. Student Financial Aid Report.
Sacramento: California Community Colleges Chancellor’s Office. Estimates are for the 2007-08 school
year.
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more about federal student
loans for undergraduates

Federal Stafford loans are widely available to
students at all types of schools, regardless of the
student’s income. These loans are subject to annual
limits and aggregate limits. The government pays
the interest on subsidized Stafford loans while the
student is in school; interest accrues on unsubsidized
Stafford loans.

As of 2011-12, dependent students (generally
defined as unmarried students under 24 with no
children and no Bachelor’s degree) face annual
limits of $5,500 as freshmen (including up to $3,500
subsidized), $6,500 as sophomores (including up to
$4,500 subsidized), and $7,500 as juniors and seniors
(including up to $5,500 subsidized). Dependent
students are not allowed to borrow more than the
aggregate limit of $31,000 as undergraduates.

Independent students have higher limits: $9,500
as freshmen (including up to $3,500 subsidized),
$10,500 as sophomores (including up to $4,500
subsidized), and $12,500 as juniors and seniors
(including up to $5,500 subsidized). The aggregate
limit for independent undergraduates is $57,500.

Student eligibility for federal Stafford loans is
broad, and there is no income limit. Students must
be U.S. citizens or permanent residents and enrolled
at least half time in a qualified program at a school
that participates in the federal loan program. They
also must not be in default on any prior student

loan or have been convicted of a drug offense while
receiving federal financial aid (including Pell grants).®
Students must begin repayment of their Stafford
loans six months after leaving school (or failing to be
enrolled at least half-time, usually defined as taking
six units). Borrowers who are more than 270 days
delinquent in repaying their loans are considered to
be in default.

College eligibility to offer federal financial aid can
be affected if too many students default on their
federal loans after leaving the school. The U.S.
Department of Education tracks cohort default rates
(CDRs) of borrowers by college, beginning in the year
those students enter repayment. Currently, if the
percentage of borrowers defaulting within two years
is too high, the colleges may face serious sanctions.
After three consecutive years of CDRs of 25 percent
or higher, colleges can lose the ability to offer
federal loans and Pell Grants for three years. With

a single year’s CDR above 40 percent, colleges can
lose the ability to offer federal loans (but not Pell
Grants).

Beginning in 2014, sanctions will be based on a different
CDR calculation that covers a period of three years after
repayment starts, rather than the current two years.

At that time, colleges with three consecutive years

of three-year CDRs of 30 percent or higher may lose

the ability to offer federal loans and Pell Grants. The
threshold for sanctions based on a single year’s CDR will
remain at 40 percent. In some cases, federal law allows
colleges with rates above these thresholds to avoid
sanctions through an appeal process. Particularly useful
for community colleges is the participation rate index
(PRI) appeal, which allows colleges to have CDRs higher
than typical sanction levels if relatively few students at
the school borrow federal loans. For sanctions based on
two-year CDRs, this protection is available to schools
with fewer than 15 percent of students borrowing,
increasing to almost 21 percent for sanctions based on
three-year CDRs.’

Under income-based repayment (IBR), available
since 2009, borrowers may qualify for reduced
payments based on their income and family size,

with any remaining debt forgiven after 25 years.
Certain borrowers are eligible for public service loan
forgiveness after 10 years of qualifying payments and
employment.

leaving the loan program

Students needing extra financial support to get
through college often turn to federal student loans.
But, to qualify for this important form of financial
aid, students must attend colleges that participate
in the federal student loan program. Nationally,
about nine percent of community college students
attend colleges that do not participate - resulting
in more than one million students across 31 states
lacking access to federal student loans. In eight
states, more than 20 percent of community college
students are unable to take out federal loans. This
non-participation disproportionately affects African-
American and Native-American students.

In 2010-11, with the withdrawal of six community
colleges from the loan program, California became
home to the largest number of students in a single
state without access to federal student loans,
estimated at 214,000 students. Still, the share
denied is relatively small compared to some southern
states. In Georgia, North Carolina, Alabama, and
Louisiana, for example, more than 45 percent of
community college students lack access to loans.

Source: Still Denied, How Community Colleges Shortchange
Students by Not Offering Federal Loans, The Project on Student
Debt at the Institute for College Access & Success, April 2011.

¢ Federal Pell Grants provided up to $5,550 in need-based financial aid in 2011-12 to full- and part-time students. Most recipients have family incomes below
$40,000. Students must complete the Free Application for Federal Student Aid (FAFSA) to receive a Pell Grant, and can apply at any time during the school

year.
7 For more on the participation rate index or other types of CDR sanction appeals available to colleges, please see the U.S. Department of Education’s Cobor#

Default Rate Guide, available at http://ifap.ed.gov/DefaultManagement/CDRGuideMaster.html.
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Even when default rates are low, financial aid offices often struggle with a basic
tension inherent in the loan program. On the one hand, as an entitlement
program, federal loans are available to students who meet basic eligibility
criteria. On the other hand, the government expects accountability from colleges
whose students borrow. However, choosing to exit the federal loan program

can undermine the college completion goals that so many states and colleges

are establishing. As the safest form of student borrowing, these loans are an
important component of federal financial aid.

While the risks of too much loan debt are increasingly in the news and can be

a harsh reality for unemployed recent graduates, the risks of not being able to
borrow are less visible but can be equally grave. Removing access to federal loans
forces unknown numbers of students to make choices that harm them in the
long run — whether taking on higher-interest private loans or credit card debt,
working too much to succeed in college, or dropping out of school altogether.?
Furthermore, the federal government’s Income-Based Repayment program
(IBR), available to student loan borrowers since July 2009, provides a new
safeguard against the risks of borrowing. IBR caps monthly loan payments based
on income and family size, and forgives any principal and interest remaining
after 25 years of payments. For some current borrowers and for all new borrowers
starting July 2014, IBR will have a lower payment cap and forgiveness after 20
years.

Still, given the shifting environment, even those college administrators and
financial aid professionals who remain committed to making federal loans
available to their students are searching for ways to feel more confident that
their students are borrowing responsibly. Understandably, they want to make
sure that in helping students bridge the financial gap, federal loans are bridges to
somewhere for the vast majority of student borrowers.

# Pike, G.R , G. D. Kuh, and R. Massa-McKinley. 2009. First-Year Students’ Employment, Engagement, and
Academic Achievement: Untangling the Relationship Between Work and Grades. NASPA Journal 45(4), pp.
560-582.
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To ensure that students have access to the full range of
financial aid they may need to succeed, colleges must
be able to confidently and responsibly offer federal
student loans. The Institute for College Access & Success
(TICAS) and the California Community Colleges Student
Financial Aid Administrators’ Association (CCCSFAAA)
support colleges in this goal. However, to date, there has
been very little independent research or analysis of loan
program practices, particularly at community colleges.
To help fill that void, TICAS and CCCSFAAA have come
together to highlight practices that colleges are pursuing
to encourage responsible borrowing.

'The size and diversity of the California community college system make

it a particularly interesting and useful focus for this study. California’s 112
community colleges enrolled about 2.5 million students in 2010-11° — more than
one in five community college students nationally, and about one out of every ten
undergraduate students at all colleges combined.!® The community college system
also enrolls the vast majority of low-income and underrepresented students
within California.

Interviews with a dozen community college financial aid officials in California,™
supplemented by research at the national level, revealed a range of ways that
colleges are promoting responsible borrowing. Interviews for this report were
conducted in late 2011, and practices described in this report reflect college
practices for the 2011-12 academic year. Colleges’ specific contexts may inform
how and whether individual practices that emerged in the interviews can be
implemented elsewhere. Further research is also needed to fully understand
the implications and effectiveness of these promising practices. Sharing them
represents a first step toward understanding the choices that administrators
and financial aid staff make as they balance the competing priorities of helping
students succeed in college and protecting students’and colleges’ fiscal health.

In selecting practices to feature, TICAS and CCCSFAAA were mindful that

increasing enrollments and declining budgets leave many financial aid offices

? Colleges report enrollment and other data to multiple sources, including the U.S. Department of
Education’s Integrated Postsecondary Education Data System (IPEDS) and the California Community
Colleges Chancellor’s Office Management Information Systems (COMIS) Data Mart. For 2010-11
undergraduate headcount enrollment, IPEDS reported approximately 2.4 million students enrolled in
credit-bearing courses and COMIS reported approximately 2.6 million enrolled students.

10 TICAS calculations of 12-month college enrollment for 2010-11, as reported by colleges to IPEDS.
1 Financial administrators interviewed for this report were CCCSFAAA members.
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Financial aid
staffing is not
a smart place
to try to save
money. In fact,
fulfilling
the college
completion
agenda may
require a re-
investment in
financial aid.

looking for ways to do more with less. Some financial aid officials mentioned
practices they would adopt if they had more staffing. Others suggested that
financial aid offices can do more to promote prudent borrowing even on modest

budgets.

One thing is clear: to ensure students have the opportunity to earn a degree or
certificate, both colleges and states need to provide funding for financial aid and
financial aid staffing commensurate with the size and needs of their student
population. Financial aid staffing is not a smart place to try to save money. In
fact, fulfilling the college completion agenda may require a re-investment in
financial aid. With that in mind, the practices highlighted below range from
simple, affordable, and concrete steps to more labor-intensive practices involving

a high degree of quality control.

In summary, TICAS & CCCSFAAA encourage colleges to:

Ensure students know that loans are available

Provide guidance to help students understand the
implications of their borrowing decisions

Coordinate with other student services professionals
and faculty to make students’ academic success the top
priority

Require additional counseling for students who may be
at risk

Deny individual loans when appropriate

Automate processes to maximize staff time with students
and identify students needing outreach

Help students avoid default, but keep concerns about
default rates in perspective

TICAS + CCCSFAAA



Just participating in the loan program is not sufficient for colleges to ensure that
students have access to loans. Students need to be aware of the full complement
of resources available to them, including federal loans, how they work, and how to
apply for them.

Make loan information readily available. Federal regulations
require colleges to inform students about available aid options, but the ways they
do so vary. As with all information about financial aid, prominently featuring
information about loans on college websites and other relevant materials is
critical to student awareness. Simple language answering basic questions is best.
This is especially true now that some financial aid offices have reduced their
hours, making staff less available to answer these questions directly. Additional
links offering greater detail can help students who want more information. To
meet this demand, some colleges have tried supplementing the information they
provide with paid web-based services, such as Financial Aid T'V, as well as free
websites like CashCourse.

In California, very few community colleges include loans in students’ original aid
packages. To receive loans at these colleges, students need to fill out a loan request
form. Providing these forms — or clear instructions on where to find them —
online saves students and administrators time. If students need to go in person to
the financial aid office, it is important that the website also clearly state its hours
and location.

When providing such information online, colleges are advised to pay close
attention to organization and placement, giving priority to those topics that

are most important for students to understand. Research from the field of
behavioral economics has demonstrated that the order and placement of available
options can influence which option an individual chooses. For example, listing
information about federal student loans more prominently than information
about riskier alternative loans may help steer students toward safer federal loans.
In contrast, one financial aid office, apparently using an alphabetical listing,
features “Loans-Alternative” (another term for non-federal loans) before “Loans
for Parents” or “Loans for Students” on its website. Though loans get banner
treatment, information on need-based grants is hidden on a page entitled “Types
of Aid,” even though financial aid professionals consistently advise students to
seek grants before loans.

Some colleges erroneously think that burying information about their loan
program will allow them to say they are offering loans while protecting them
from default-rate difficulties. Hiding loans may reduce the quantity of borrowers,
but it may also reduce the quality of information used by those who do borrow. It
is not a recipe for increasing college completion or for avoiding high default rates.

making loans work
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Don’t rule out packaging loans up front. Most California
community colleges do not include federal loans in students’ original financial
aid packages, out of fear that it will encourage unnecessary borrowing. But one
college whose financial aid director was interviewed for this report does package
loans up front. Santa Barbara City College' includes loans in aid packages for
all students, even those who have not proactively asked for them.

Santa Barbara’s financial aid director Brad Hardison’s philosophy is that making
loans readily available doesn’t equal more defaults. “You don’t manage your default
rate by denying loans,” he said. In fact, Hardison believes that offering loans up
front ultimately saves time, because students know immediately how much they
are eligible to borrow. That time savings is directed toward more one-on-one
counseling to help students make good borrowing decisions. (See next section
“Provide guidance”)

Many students come to community college with little understanding of personal
finance or borrowing. Students who have not held mortgages or car loans may
have no experience with interest rates and little appreciation for what future
payments may look like. Parents who also have little history with college or debt
may be ill-equipped to help their children navigate these decisions. Furthermore,
compound interest and other financial concepts are likely unfamiliar to the

large majority of community college students, who test below college level on
mathematics placement exams."

In interviews for this report, the concern that students don’t fully understand

the implications of their borrowing decisions came up repeatedly. Students are
required to undergo online or in-person entrance counseling before they receive
their first federal loan. However, many colleges have found ways to provide
additional information to help students make good decisions. For instance,
colleges add steps to the loan application process to assure themselves that
students are receiving the guidance they need. Ideally, these steps are designed to
enhance students’ ability to borrow appropriately — not merely to create deterrents
to borrowing.

12 Please see Appendix C for 2010-11 data on usage of selected federal financial aid programs and
enrollment by race/ethnicity at all California community colleges, including Santa Barbara City College.
13 Bailey, Thomas, Dong Wook Jeong, & Sung-Woo Cho. Revised 2009. Referral, Enrollment, and
Completion in Developmental Education Sequences in Community Colleges (CCRC Working Paper No. 15).
New York: Community College Research Center, Teachers College, Columbia University.
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When colleges do provide worksheets and other counseling materials, they

need to use this information for counseling, not for screening students for loans.
Though financial aid offices sometimes give students the impression that they are
using the information to screen out students across the board, in fact federal law
does not allow them to use information that is not from the FAFSA form in that
way.

One-on-one counseling. Every financial aid professional interviewed
expressed a desire to offer one-on-one counseling for students borrowing to pay
for college, but most cited staffing levels as a barrier to such a requirement. Some
look for other ways to guarantee at least some individual contact with students.
At Antelope Valley College, for example, the website directs students seeking
loans to pick up their loan request forms at the financial aid office. In that way, all
students have at least some direct contact with financial aid staff, including the
opportunity to have questions answered, said aid director Sherrie Padilla. “We do
touch each one of these students individually.”**

Only one college whose director was interviewed — Santa Barbara — provides
individual, in-person counseling to every borrower, every year the student
borrows. The sessions cover topics including student budgets and plans for
borrowing, borrowing history, and academic progress and plans. They also review
issues covered by the Department of Education’s entrance counseling, such as
aggregate loan limits and differences between subsidized and unsubsidized loans.

“I feel that it’s so important that students understand the responsibilities of
borrowing a loan that we meet with them at least once a year,” said Hardison
of Santa Barbara. “It’s a lot of work, and it’s a lot of students, but I'd rather find
other things to do more efficiently so that we can do this.”

Workshops. A few of the colleges interviewed offer workshops to help
students understand what it means to take out a federal student loan and how
to budget for their education. Colleges’ approaches range from mandating
borrowing workshops to providing optional workshops to offering none at all.

Santa Rosa Junior College holds regular “Workshops for Responsible
Borrowing” twice per week at the start of the semester, and less frequently

later in the semester. They cover all the basics about getting a loan, including
repayment obligations. Though the workshops are not required, they are strongly
recommended, especially for first-time borrowers. Students are told that, if they
attend the workshop, their loan request will be processed more quickly as a result

of being completed properly.

Two years ago, Mendocino College began requiring an in-person workshop

for all borrowers. The workshop includes about 45 minutes of presentations on
financial aid and borrowing, with time left for questions. A second workshop was
being developed for repeat borrowers that will introduce budgeting and financial

1 Antelope Valley College has reported that it is moving to in-person entrance counseling for 2012-13.
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academic and
borrowing
plans don’t
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one-on-one

counseling.

literacy topics. Financial aid director Jacque Bradley stops by for about five
minutes at the beginning of each one to caution students that their borrowing as
students can impact their future ability to buy a home or car. The school offers
10 to 15 of these sessions toward the beginning of each semester.

Financial aid staff need to weigh the merits and demands of different approaches.
“You've got to have the manpower to do one-on-one,” noted Greg Ryan of
Fullerton College, “or you've got to do the workshops, because students miss
things even though they might be written down somewhere.”

Worksheets. For years, colleges such as Santa Rosa and Santa Barbara
have been using worksheets to help students plan and budget for their education.
Interviews revealed that budget pressure is now leading more and more financial
aid offices to turn to worksheets as a substitute for in-person counseling.
Worksheets are a way to help them address responsible borrowing while
minimizing staff time.

Santa Rosa’s “Worksheet for Student Borrowers” has been emulated by other
colleges around the state. (See Appendix A for a copy of the worksheet.) Santa
Rosa students seeking loans answer questions about their educational and career
goals, plans for graduation (or transfer), existing student loan debt, expected
future loans, expected annual salary after graduation, and amount of approximate
annual loan payments. As part of their loan counseling efforts, Santa Rosa also
asks students to fill out a detailed student budget worksheet including income
from various sources, fixed expenses, and variable expenses to estimate the
amount of money they need.

Multi-year plans. In addition to the budget worksheet for the current
year, students seeking loans at Santa Rosa complete a multi-year borrowing plan
to think through how much they intend to borrow — and when — before reaching
their academic goal. As part of their loan request, students need to fill out a form
explaining their current level of debt and the amount they plan to borrow each
year at Santa Rosa or elsewhere, including at a four-year institution for students
planning to transfer. The forms are designed to help students learn about annual
and aggregate borrowing limits, as well as availability of other types of aid and
how these relate to their academic plans. Cal Grants, for example, are generally
available for four years even if a student takes longer to earn a degree.

'The plans support efforts by an under-staffed financial aid office to perform
triage. Students whose academic and borrowing plans don't align are offered
one-on-one counseling. “If they stick to the plan, they don’t need to see us,” said
Kris Shear of Santa Rosa. “If they say they want to be here six years and plan to
borrow $9,500 in the first year, we won't approve that request without meeting
with them.”

TICAS + CCCSFAAA



'The raison d’etre for financial aid is to help students get to and through college.
Complying with federal rules and taking steps to avoid high default rates are
important responsibilities of the financial aid office, but they serve the ultimate
goal of supporting students so they can succeed in school. In this way, the goals
of the financial aid office overlap significantly with the colleges’ broader student
success goals, especially attainment of degrees and certificates. Indeed, the federal
government requires students to demonstrate that they are making progress in
school as a condition of continuing to receive aid.

Research has repeatedly shown that success in college is the best predictor of
whether students repay their loans,” so an emphasis on student success is wholly
aligned with default prevention. This suggests that working in concert with
other student services and with classroom faculty to support student success

is an effective and eflicient practice for financial aid offices. This sharing of
responsibility is especially important, because financial aid offices are not the
front line in ensuring students’ academic success. That means that other offices,

such as student affairs, registration, and counseling, as well as classroom faculty, The problems of
must also do their part in serving students. The problems of students who are students who are
not progressing academically — or are not equipped to succeed in college at all — not progressing
cannot be ignored until they are flagged by the financial aid office. academically —or

are not equipped
Colleges have found a number of ways to align responsible financial aid practices to succeed
with broader student success efforts: in college at

all —cannot

Student success courses. Studies have shown that student success be ignored
courses have a positive effect on students’likelihood of earning a degree or until they are
certificate, transferring to a four-year college, or continuing with their education ﬂaggeq by .the
at a two-year college.’® These courses are intended to help students acquire skills ﬁnanIal aid
for college success as well as develop plans for college and career. Nationally, some office.

college systems are requiring such courses, especially for students who require
developmental education courses. In some systems, financial aid content has been
a focus area for these courses.

1% Gross, Jacob P.K., Osman Cekic, Don Hossler, and Nick Hillman. 2009. Whar Matters in Student
Loan Default: A Review of the Research Literature,” Journal of Student Financial Aid, 39:1. “Markers of
students’academic experiences in postsecondary education—credits attempted, credits completed, credit
hours failed, grades, transfer patterns, enrollment patterns, and time to degree/certificate—emerge as the
strongest predictors of loan default.” A recent analysis by Education Sector found that borrowers who
dropped out were four times as likely to default as those who graduated. Mary Nguyen. February 2011.
Degreeless in Debt: What Happens to Borrowers Who Drop Out, Education Sector.

16 Zeidenberg, Matthew, Davis Jenkins, and Juan Carlos Calcagno. June 2007. Do Student Success Courses
Actually Help Community College Students Succeed? Community College Research Center.
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Financial aid offices in California have worked with these courses in different
ways. Some colleges have encouraged students to take student success courses,
and at least one has implied that the courses are required for students receiving
financial aid (though such a requirement cannot be tied to aid eligibility). At
many colleges, the financial aid office will lead one class session covering financial
aid issues. Financial aid directors generally say that there is room to better design
these classes to address financial aid and borrowing issues.

Academic counselors in the financial aid office. Two of
the colleges interviewed, Long Beach City College and City College of San
Francisco, have academic counselors assigned to the financial aid office, to help
ensure that academic concerns are appropriately prioritized and understood
when helping students make decisions about borrowing. Under Satisfactory
Academic Progress (SAP) requirements, students need to meet certain academic
benchmarks to remain eligible for financial aid. Because they focus on SAP
requirements, counselors assigned to the financial aid office can be particularly
knowledgeable about helping students maintain their eligibility. However, Mike
MacCallum, former financial aid dean at Long Beach, worries that hiring freezes
will jeopardize this collaborative approach. “That vision is going away, 'm afraid.”

Meeting with counselors and faculty. Assigning counselors to
financial aid is not the only way to ensure that financial aid concerns are being
understood in the context of students’ academic plans and progress. Carolyn
Stephen, director of financial aid at Butte College, holds meetings with the
college’s counselors once a semester to ensure that they are aware of the financial
aid office’s concerns. Counselors who are asked to sign off on student academic
plans or certify that they are meeting SAP requirements can be more helpful to
students if they fully understand the process. Stephen is also planning a flex-day
session for faculty about how to understand requests from financial aid for course
evaluations. “I want to do it from an educational point of view, not a compliance
point of view,” she said.

At other colleges, financial aid officers contact academic counselors about
individual students when they notice those students are struggling academically.
Santa Rosa’s financial aid office, for example, flags individual students who miss
SAP requirements as candidates for proactive outreach by the college’s Learning
Center, which offers a variety of academic support services.

Early warning systems. While colleges are required to suspend
financial aid for students who are not meeting SAP standards, there is nothing
to stop them from offering help to students who are in danger of reaching that
point. In fact, doing so may serve to keep students on track and contribute to
increasing completion rates and decreasing defaults. Ideally, these efforts would
be initiated through academic faculty or counselors even before students’lack of
academic progress threatens their eligibility for federal aid.
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beyond the golden state

Efforts to encourage responsible student borrowing are not unique to
California’s community colleges. Indeed, about a dozen years ago, a consortium
of historically black colleges and universities (HBCUs) worked together to
develop shared practices for minimizing defaults. The effort helped the schools
safeguard their ability to offer federal financial aid, which had been imperiled
because of high cohort default rates (CDRs). Their list of default aversion
practices included:

o establishing one-on-one contact with at-risk borrowers,

o making exit counseling a requirement for students to participate in
graduation ceremonies, and

o coordinating efforts with outside groups such as churches and
chambers of commerce.*

More recently, colleges’ efforts to minimize risky borrowing have focused on
the front end of the process. Here are some examples of how colleges in other
states are trying to educate students about loans through financial aid offices
and within the curriculum:

At Community College of Baltimore County, a seven-week mandatory
freshman orientation class includes an interactive financial literacy program
called Money Matter$ at CCBC. The college is now expanding upon that to
develop a financial coaching program that will include an emphasis on student
loans.

Tidewater Community College in Virginia uses an online tool to help students
who want to borrow. The online “app” lets students review a repayment plan
created by the financial aid office, fill out budget worksheets on their current
and projected post-graduation financial situation, and allocate the monthly
payments into their budget.

The Virginia Community College System requires students to take a “student
development” course carrying one to three units. The courses were initiated
based on legislation requiring colleges to offer courses on “student life skills.”
The legislation specifically mentioned financial literacy principles related to
“completing a loan application” and “managing student loans.” Recently,

a state task force recommended that an online tool called the “Virginia
Education Wizard” be included in all of these courses. One component of the
Wizard is explicitly focused on college finances and financial aid. It also offers
information to help students estimate their living expenses and future salaries.

17 Dillon, Erin and Robin Smiles. February 2010. Lowering Student Loan Default Rates: What One
Consortium of Historically Black Institutions Did to Succeed, Education Sector.
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Especially because of staffing constraints, colleges are increasingly creating
systems and processes to ensure that students who are academically or financially
at risk receive additional services from the financial aid office. These include high-
volume borrowers and students who appear to be facing academic difficulties.
Such practices help the college reach out to students who need greater assistance
without creating extra obstacles for students who don’t. A continuum of services
helps offices use staft time more efficiently.

While having supplemental counseling for students with potential borrowing
problems makes sense, some colleges take the extra step of calling these
procedures “appeals.” Using such a term runs the risk of giving students the false
impression that their loans have been denied, and therefore may run counter to
the practice of ensuring that students know loans are available.

High-volume borrowers. Many financial aid professionals are
particularly worried about how best to assist independent students, for whom
subsidized and unsubsidized Stafford loans combined can total up to $10,500
annually for second-year students. Colleges have tried various approaches to
discourage students from taking out unsubsidized loans. One college contacted
for this report used to separate loan requests for subsidized and unsubsidized
loans. Another tried adding workshops for students borrowing unsubsidized
loans. These colleges report abandoning these practices — either because they
could not sustain the additional workload or because students complained about
the extra red tape.

Many colleges have struck a balance by setting extra counseling requirements

tor independent students whose loan requests would take them above a certain
cumulative loan amount, usually in the $20,000 to $25,000 range. Financial aid
officers are concerned that borrowing above that amount at a two-year college
may jeopardize students’ ability to finance their future education if they decide to
transfer to a four-year university.

At College of the Redwoods, financial aid director Lynn Thiesen sends personal
emails to students who request loans that would take their cumulative total over
$25,000. She warns them about the challenge of repaying high debt amounts and
cautions them to consider their loan debt in connection with their educational
plans. For students seeking to surpass $20,000 in debt, Long Beach requires a
written justification and two budget worksheets (one for their current finances
and a second for their projected income and expenses after graduation).

Santa Barbara and Copper Mountain College recommend that students not
borrow more than half the aggregate undergraduate limit while at a two-year
college (i.e., $15,500 for dependent students and $28,750 for independent
students). Students seeking loan totals exceeding those amounts must schedule
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a meeting with the financial aid director to review their academic progress and their
plans for transfer or graduation. Sometimes, these meetings reveal that students are
not actually pursuing the degree they had indicated and may not qualify for aid at
all (e.g., because they are doing prerequisites for graduate programs or have already
completed the requirements for a two-year degree).

While some colleges are suggesting to students that they are only a/lowed to borrow
half the aggregate lifetime limit at a two-year college, federal policy does not permit
colleges to set eligibility caps like that.'®

Students facing academic difficulties. Some financial aid offices
have early warning systems for students who may be in danger of missing the

SAP mark. For example, many colleges cut oft aid after students have attempted

90 semester units, which aligns with federal SAP standards for a two-year degree
program. Above this limit, students are suspended from all financial aid and must
appeal to have it extended or reinstated. However, rather than wait for students to
reach this limit, Antelope Valley requires students to see a counselor when they have
hit 70 units, to make sure they have a clear education plan and submit an explanation
of their plan for finishing their degree or transferring. Mendocino does the same at
60 units.

At Fullerton, students who have been suspended from federal aid because they failed
to make SAP are strongly encouraged to attend a workshop specifically about SAP
before appealing to have their aid reinstated. Antelope Valley goes a step further,

— requiring a workshop before a student can file a second appeal (i.e., if their first
appeal was rejected).

Students taking the minimum number of units. While
students taking only six units are allowed to borrow the maximum amount, several
financial aid directors say that these students call for extra attention, especially if
they are requesting high loan amounts. In general, financial aid directors worry
when they see students making part-time progress with full-time borrowing. Indeed,
Butte’s financial aid staff have been particularly concerned about a very small but
growing number of students signing up for six or more units and then dropping
below six units during the first five weeks of the semester. Butte instituted additional
requirements that delay loan disbursements for these students as well as students on
warning and probation. These include a personal statement and course evaluation
signed by instructors at the six-week mark.

Other situations. Other colleges look for different signs to tell them that a
student needs help. Mendocino has noted that students often need extra help if they
are changing the amount of their loan request, because that may indicate a change in
their work situation or academic plans. Frequently, the college requires such students
to meet with financial aid staff. “One of the things we stress in the loan process

is that we want them to borrow what they really need,” said financial aid director
Bradley. “If they find that they’ve asked for too much, they can lower the amount. Or
if they find that they need more, they can increase the amount.”

18 Under a new federal experiment, a limited number of colleges have gained approval to reduce the annual
maximum for unsubsidized loans by at least $2,000 per year. For more on this and other Experimental

Sites of the U.S. Department of Education, see https://experimentalsites.ed.gov/exp/index.html.
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Federal law permits colleges to deny or limit loans to students on a case-by-

case basis only. In order to feel confident that the majority of their students are
borrowing responsibly, colleges need to have clear processes for denying loans
based on a specific student’s circumstances and communicating those decisions
to students. Knowing how and when to deny a loan is very tricky for financial aid
offices, given that students who cannot borrow from the federal government may
take on riskier forms of debt. Administrators say it is increasingly hard to devote
staff time to reviewing loan requests one by one. This is leaving more financial aid
directors worried about giving loans to students who they believe should not be
borrowing or saddling students with high debt.

There is no question that financial aid offices need to have reliable processes

in place that equip them to deny loans when necessary, based on an individual
student’s circumstances. The educational measures mentioned above — such as
worksheets and multi-year borrowing plans — can provide colleges with contextual
information to help inform the process of reviewing requests individually and
flagging those that are worrisome. Increased automation (discussed in the

next section) can also help financial aid offices spot borrowers who need extra
attention.

Santa Rosa tells students on its loan request form and website that the college
will evaluate all loan requests on a case-by-case basis and “reduce or deny loan
requests for students that, in our professional judgment, are at serious risk for
loan default.” This includes loan requests that are not aligned with a student’s
borrowing plan or that exceed the aggregate debt appropriate for the student’s
academic plan. Santa Rosa also tells students, “High levels of indebtedness
(including loans from other colleges), coupled with a small amount of progress in
an academic program, is a common indicator of high risk for default.”

But financial aid offices should keep in mind that denying more loans does not
necessarily translate into reducing defaults. In fact, the opposite could be true, if
it keeps responsible would-be borrowers from borrowing. “When I came here,
they were denying a lot more loans,” said Hardison at Santa Barbara. “I said, “You
have to offer them to the students.” Our loan volume went up, and our default rate
went down.”

A helpful example for how to do this comes from outside of California: Northern
Virginia Community College’s loan policies include clear guidelines for when
and how the college may consider denying students’loans on a case-by-case basis.

(See Appendix B.)
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Technology can help financial aid offices function efliciently. In fact, some of the
above-mentioned practices rely on technology systems that will flag particular
categories of students. Here are a few more examples:

® Under federal law, student borrowers whose enrollment drops below six

units must enter repayment and undergo exit counseling. While some
colleges find these students manually, Fullerton’s financial aid office is
automatically notified when student borrowers drop below six units.
In a process that will also soon be completely automated, students are
sent emails informing them that it is time to complete exit counseling.
'This helps ensure that the students are more likely to begin repayment
on their loans if they leave school. In addition, if such students enroll
again in six or more units the following semester, they are entitled

to an in-school deferment of their loan payment. The deferment is
automatically processed via enrollment reporting from the National
Student Clearinghouse.

® Students who are not enrolled in an eligible program of study are not
eligible for financial aid. Butte has automated the process of flagging
these students. Other reports automated at Butte include an SAP
report and a class drop list. Stephen of Butte, who previously worked at
a four-year university, noted that universities generally have automated
many such reports, while community colleges often lack the resources
or staff time to do so.

IT systems and general programming capacities of colleges vary widely, meaning
that some colleges find it more difficult to automate some of these financial

aid functions. One college gave up on giving warnings to students in danger of
losing their SAP status, because staff had to search manually for students who
fell into that category. The college also did not have a way to send a mass email to
students, so they had been using the mail instead - manually folding the letters,
putting them in envelopes, and adding postage.

While colleges benefit from having I'T systems that support financial aid
uses, some financial aid directors believe these functions might be more
easily and efficiently performed at the state or even federal level. (See Po/icy
Recommendations on p. 23 for further suggestions in this area.)
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Oftering loans necessarily involves some risk. In the case of the federal
government, providing loans to students includes the risk that some students
will not repay their debts. Practices to support repayment are important, since
delinquency and default place students at significant risk as well.

Many financial aid directors noted that their boards or presidents were very
uncomfortable with rising default rates, even if the rates were not particularly
high. “If our default rate goes up, the Board of Trustees will have a heart attack
and the newspaper will print it in a way that’s misleading,” noted one financial aid
director, who preferred not to be named. “We spend a lot of time putting out fires
about loan default rates.”

Default rates worry college administrators, because colleges where too many
borrowers default may lose the ability to offer federal student aid. However, the
thresholds above which colleges can be sanctioned are quite high, especially when
considered in light of available appeals. In particular, colleges with low rates of
borrowing — including the vast majority of California’s community colleges —

can appeal any sanctions that would otherwise be imposed if their default rate
rises above certain thresholds. (See College Eligibility on p.5 for more details on
sanctions). That means that college officials and trustees at colleges where few
students borrow do not need to panic if they see a 15 or 20 percent cohort default
rate (CDR) for one year. It may mean that the college’s financial aid office needs
additional resources and tactics to better manage default rates, given the risks to
students and colleges.

Colleges should certainly make every effort to minimize defaults without
jeopardizing access to loans. Defaulting on a student loan can have extremely
negative long-term consequences for students — such as damaged credit,
garnished wages, and reduction of federal benefits. Particularly in the age of
income-based repayment (IBR), there are concrete steps that colleges can take to
help students avoid default. Some of the steps were modeled starting 12 years ago
by a group of historically black colleges and universities (HBCUs). These schools
teamed up to implement default aversion strategies that, in their case, were
necessary to maintain their ability to offer federal aid. (See Beyond the Golden
State on p.15.)

In addition to many of the responsible borrowing practices already in use by some
California community colleges and mentioned above, the HBCUs conducted
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personal outreach to former students at risk of default to guide them in repaying
their loans. Most of those interviewed for this report said that, if given resources,
they would do more in this area. Here are some strategies California colleges have
found that work for them:

® Antelope Valley had a financial aid officer spend about 20 hours per
week contacting students who were delinquent on their loan payments.
Financial aid director Sherrie Padilla said the school’s CDR went
down 30 percent. “I think we’re seeing a lot more technical default —
students going into default just because they’ve lost track of a loan,”
said Padilla, something that she says can be prevented with additional
information or reminders. “There really is no reason for a student to
go into default on a loan. If they’re not in school, or if they’ve run
out of unemployment deferment, there’s always still income-based
repayment.” Under IBR’s sliding scale, most eligible borrowers will
devote less than 10 percent of their income to student loan repayments,
and any outstanding debt will be forgiven after 25 years. Helping
students understand their repayment options, including IBR, protects
both the students and the college.

® Because of concerns about default rates, College of the Redwoods hired
a financial literacy expert in 2011 to build relationships with various
loan servicers and develop new practices for the college to employ.

® Other colleges have done telephone and letter-writing campaigns to
reach students in repayment who were at risk of default. “There’s that
belief that if the lender is calling them, it’s like a collection agency,” said
one financial aid director. “If the school calls them, they’ll listen more
and see that you’re wanting to help them.”

® Schools including Los Angeles Pierce College have used a cohort
management tool that was provided by EdFund, a former loan
guaranty agency, to help identify and reach out to former students who
were delinquent on their loans — but not yet in default.
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'There are many facets to running a responsible loan program. It entails having ﬂ

sound procedures that are clearly communicated and consistently implemented.

It also requires that states and colleges invest in financial aid staff and other
resources. Those resources should include professional development to ensure staft
are up to date on regulations and practices while using their time (and students’
time) efficiently.

Coming up with the appropriate practices for a particular college and its student
population is a balancing act. Colleges ideally need to help students avoid
borrowing more than they will need or too little to be successtul in school. They
need to weigh the risks of borrowing a federal loan against the risks of students’
taking on higher-interest private loans or credit card debt with stiffer repayment
requirements, as well as the risks that financial pressures will prevent students
from completing their education.

Financial aid directors say striking this balance is one of the hardest parts of
their job — and one of the most important:

There are a million things I want to do to try to help students
understand their rights and responsibilities as borrowers and try to
help them stay out of default. There’s only so much I can do with the
resources | have.

- Sherrie Padilla, Antelope Valley College

'The easy thing would be to not participate in the loan program, but
we know that students legitimately have expenses beyond those which
their other resources will cover.

- Carolyn Stephen, Butte College

Do we care because of how it’s going to affect us or because we want to
protect the students?

- Greg Ryan, Fullerton College

For students who have need and are unable to meet their educational
expenses, not having a loan program at all may push them in ugly
directions — to work more, to take out alternative loans, to drop out of
school, go to another institution, or max out their credit cards. In spite
of all the horror stories we’ve heard about students over-borrowing, the
student loan program is the best kind of debt out there. If a student has
need and is unable to meet their educational expenses, nobody else is
going to give them a loan at that interest rate.

- Mike MacCallum, Long Beach City College
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In the financial aid office, we tend to see the students who are problem
students, the ones who are on probation, the ones who really need
assistance. We have to keep reminding ourselves that the other 80

or 85 percent of the students are applying and getting through the
process and moving on. A few years ago, when we looked at some of
our policies and procedures, we found that we ended up putting up
obstacles that were stopping 90 percent of the students to catch maybe
five percent.... With a director who really wants to do the best thing
for the students, you have a different loan program than with a director
who is focused on the five percent of borrowers they fear are trying to
rip off the system.

- Jacque Bradley, Mendocino College

Our processes definitely help keep our loan volumes down, but
sometimes I wonder if we’re keeping out the students who would be
conscientious enough to pay their loans, actually hurting our default
rate.

- Brian Heineman, Copper Mountain College

Participate in the federal student loan program. This
ensures that colleges are giving students access to the full range of resources and
options for financing college, without requiring them to turn to riskier and more
expensive forms of credit or increasing their likelihood of dropping out. There are
many steps that colleges can take to promote responsible student borrowing and
repayment. This report was designed to provide a menu of options for colleges
and financial aid offices to consider as they review their practices and processes
related to financial aid and student loans. Denying all students access to federal
loans should not be one of them.

However, there are clear limits to what colleges on their own can do. The process
of collecting these options for loan program administration also pointed to jobs
that others — mainly federal and state governments — are best equipped to do:

Provide better funding for financial aid administration.
With neither incomes nor grant aid rising fast enough to keep up with
student costs, more students are turning to loans. Increased support for
need-based grants, while desirable, may not emerge until federal and state
budgets improve. However, relatively modest investment in financial aid
administration can go a long way toward ensuring that the money federal
and state governments are currently investing in financial aid is used
effectively. Community colleges have an important role to play in helping
students make smart borrowing decisions. Yet, without the resources to do
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so, they put their students at unnecessary risk — either by failing to provide
borrowers with appropriate counseling, or by denying all of their students
access to loans by pulling out of the loan program.

Communicate positive practices to colleges. As described in
this report, colleges are currently struggling to manage increasing demand
for financial aid with decreasing staff. Financial aid staft are hungry for
support in doing this work most eftectively. However, they often receive
more admonitions about what not to do than guidance about what they
can do. The U.S. Department of Education, as well as system offices such
as the California Community Colleges Chancellor’s Office (CCCCO),
can do more to help financial aid offices find ways to affirmatively support
student loan borrowers while minimizing risks to students and colleges.
These include promoting greater awareness of the protections available to
institutions as well as students within the federal loan program.

To support federal loan access, one thing the Department should do
immediately is help colleges where relatively few students borrow
understand their low risk of CDR sanctions. At least one college included
in this report currently has a three-year CDR above 30 percent. While the
college believes its high CDR will not count towards sanctions because of
its low borrowing rate, the Department will not confirm that’s true until
after the college has had three consecutive high CDRs and is on the verge
of losing federal aid eligibility. The stakes are too high for colleges to wait
this long for reassurance. Without adequate support from the Department,
even colleges committed to providing loan access may opt to stop offering
loans.

Provide an information clearinghouse for student

borrowers. In addition to providing information to support colleges,

a federal or state entity such as the CCCCO (or even a consortium of
colleges) could provide accurate and up-to-date information to students
on topics related to borrowing. In a scan of websites for this report, it was
clear that colleges often lack sufficient resources to update their websites.
Others are turning to outside paid services, such as Financial Aid TV. The
I Can Afford College website covers loans very generally, but there is room
for more information, as well as a more engaging presentation. A statewide
clearinghouse could also save colleges money currently spent on outside
services.

Supplement colleges’ technological capabilities. Colleges vary
in their access to computer hardware, software, and programming staff. The
U.S. Department of Education as well as the CCCCO could assist colleges

by helping them automate certain technological functions, thereby freeing
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up time for financial aid staff to work directly with students.
In interviews for this report, financial aid directors identified a number of
ways that the CCCCO or the Department of Education could supplement

their current technological capabilities:

® Students’existing loan debt is tracked by the National Student Loan
Data System (NSLDS). Colleges’ efforts to encourage responsible
borrowing would be aided by automated reports from NSLDS that
contain data such as borrowing history, aggregate loan amounts, and
number of semesters of Pell students have used. Colleges differ in
how their management information systems interact with NSLDS.
While some colleges say they are able to access reports from NSLDS,
others have had to look up student borrowing histories one by one.

¢ The Department of Education could also include financial aid
applicants’ aid histories on the summary form colleges receive after
students submit the FAFSA. Known as an Institutional Student
Information Record (ISIR) this could also help colleges flag
applications that may need additional attention.

Directly assist colleges with default management

activities. Some colleges report that they previously received assistance
from private lenders in locating borrowers after they had left college, and in
some cases, communicating with students about borrowing and repayment.
Such outreach was intended to inform students of their rights and
responsibilities, including helping them find a manageable payment plan, to
help them stay in good standing and avoid default. Colleges are concerned
that newer systems may not offer this support. With added services
somewhat costly, colleges with relatively few borrowers may struggle to take
on these tasks without additional resources or economies of scale.

In California, the CCCCO could play a key role by supporting colleges in
conducting this outreach, either through sponsoring a cohort management
tool to be accessed by colleges or by directly conducting the outreach to
students on behalf of colleges. Because these activities and functions could
enhance the way colleges communicate with student borrowers, needed
financial support for these activities could come from redirecting some of
the existing $2.8 million in funds currently earmarked in the state budget
for a statewide media campaign to promote awareness of financial aid."
Colleges report that these funds may better support financial aid access if
directed elsewhere.

¥ In an initial effort to mitigate the effects of raising California community college course fees from $11
to $18 per credit in 2003-04, the Legislature has since that year allocated additional funds to support
awareness of and access to financial aid. This included $3.8 million for a media campaign in 2003-04,
and $2.8 million for subsequent years (see 2003-04 budget language here: http://www.documents.dgs.
ca.gov/osp/GovernorsBudget/pdf/2003-04fbudsum.pdf). With 2011-12 per credit fees of $36, colleges

report that students’awareness of financial aid has improved significantly and that the funds could better
support student access if used to support financial aid counseling, processing, or other administrative
responsibilities.
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Consider changes to federal student loan amounts for

part-time students. As noted earlier, some college administrators are
concerned about students taking on full loan amounts while enrolled part-
time and making part-time progress toward a degree. Unlike Pell Grants,
tederal loans are not prorated based on a student’s attendance status. In
other words, students enrolled half-time receive a prorated portion of the
Pell Grant that students enrolled full-time receive, but may receive the
same loan amount as a full-time student. Students who take out full loans
but make only part-time progress may be at an increased risk of dropping
out and defaulting. Students who attend college part-time are less likely

to complete a degree or certificate, and failure to complete a degree or
certificate is one of the strongest predictors of future default. They may also
be at greater risk of exhausting their loan eligibility before completing their
degree.

'The Department of Education should analyze the potential effects of
prorating federal student loans by attendance status using NSLDS and
other available data. Prorating loans would involve reducing student
eligibility for federal loans at a time when college is getting harder to
afford, but it is possible that it could help encourage students to enroll in
more courses per term, thereby completing a degree and reducing their risk
of default. Given both the risks and the potential benefits, such a change
warrants careful analysis and consideration.

For states and institutions committed to improving student completion, financial
aid — including federal loans — is a critical piece of the puzzle. Overlooking

the needs of student loan borrowers and potential borrowers would be a huge
mistake. That is especially true given that there are some relatively simple,
affordable, and concrete steps that both colleges and governments can take to
promote responsible borrowing and repayment. Thoughtful student lending
practices, as well as strategies to communicate with borrowers about repayment
options, can ensure that both students and colleges will be better served.
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'These appendices include samples of actual forms and documents used in
conjunction with some of the policies and practices described in this report.
These materials are provided solely as examples of college practices and
communications, and their inclusion in these appendices does not in any way
constitute an endorsement of the content or its sources.

appendix a: Santa Rosa Junior College’s “Worksheet
for Student Borrowers,” 2011-12

Santa Rosa’s “Worksheet for Student Borrowers” has been emulated by
other colleges around the state. Santa Rosa students seeking loans answer
questions about their educational and career goals, plans for graduation (or
transfer), existing student loan debt, expected future loans, expected annual
salary after graduation, and amount of approximate annual loan payments.
As part of their loan counseling efforts, Santa Rosa also asks students to
fill out a detailed student budget worksheet including income from various
sources, fixed expenses, and variable expenses to estimate the amount of
money they need. In addition to the budget worksheet for the current year,
students seeking loans at Santa Rosa complete a multi-year borrowing plan
to think through how much they intend to borrow — and when — before
reaching their academic goal.

appendix b: Northern Virginia Community College’s
“Student Loan Policies and Procedures at NOVA,”
2011-12

NOVA's “Student Loan Policies and Procedures at NOVA” is explicit about
the college’s authority to reduce or deny students’ loan eligibility on a
case-by-case basis. Having clear guidelines helps students understand how
and why their loan request may receive special attention, and also helps the
college feel more comfortable using the authority to deny loans.

appendix c: Federal Financial Aid and Enrollment Data
by Race/Ethnicity at California Community Colleges,
2010-11

TICAS calculations are based on data provided by the California
Community Colleges Chancellor’s Office Management Information
Systems Data Mart.
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f@"ﬁ Santa Rosa Jumior College Fimandal Aid (Offce

,// Worksheet for Student Borrowers 2011-2012

Pencil Recommended

Dewr Priential Stwdent Rrrrcoser
The Saniz Er=a Jomiar Collepr Fioncial Aid affioe = dedicaed o woppesiing shodent socrress. Ofen, e shdewis aevd 0

oy oy i help with schnl releied seperes. Typically, 2 sl wths peeds o row mareey 0 pet thoeeeh sohnl =

makiny 1 gond et B the folwre . Hoeeser, many siedents swiey nin Dot withoot 3 chesy piciore of howr i will affect
e in the foloe. Te hope that the il lowins Wittt i Sindent Hosrowsrs wnill st siodbenis with bamrwings mopos-
bty

H you newsd axgitwne complebimg: thix weerieduest pleow sitend § Sierkdhop for Eeywwwible Broronng. Theos saiodegs
e hedd in Plover Hall vy the Finorerinl Aid office A oot schedoles nf ok cdhopes ot the Sants Baca Creweos 3o poedesd

an bine 2t hitp 2 Ferenr sanioss ede’app' ey me-for-rollepefraneial ad offossrodkahopa!’.

Filinye snl e wrciies helew will hellp you nsdersiasal sl cosplels: e Friersl Sisferd Tean Evaeest Form s
Diclervee om il Fallewiny papes Eeinrs s complivied Werkshesd ssd Sixifend Toos Beguesl form io the SENC
Fimsaginl Al Thilece, Flivver Hall, 1581 Resdecins. Avvaar Sawls BEocs CA B30 FAT 7075274499 Fhaes THT-
SETA4TL

Name D

1. The edorabomal poalfposram I am emolled n at SRIC ia:

2. The career pralfiype of vk I plan to do after completme ooy edoratzoanal poal 15 {cbodions sl f
applirable)

3. The month amd vear T expect in complele my edwrahiomeal ;o] ae (incheltog: trasfor ifapplaahle) -

4. Thave developed a Lo Torm Sisdent Edoraiaosmd Plan. =~ Yes No
[(We sironphy recoremea] that yoe mest with a2 rommselor e develop 2 Lonpg-Team Sindent Ednratesal Flan
o yomr pral )

et SEE PAGE 4 (LAST PAGE) T8 CREATE A MULTT FEAR BORROWING PLAN.

3. 1 omently owe § m shelewt loans

f. 1Iplanto borow § tins acadenme year at SRIC (Fall 201 1 and Spmnge 2017).

7. Afe thin year ] expect [ will seed tn borrow a tolal of § 1o complete rry poal (04 thas
amoust, | plan 1o hamw § afier eompletimg SRIC and tomadamsy o 2 noreenty )

E. 1expert my intal sindent loan debt tn be ¥ e completng ooy ederatiosal ol (ool ke
tramefer if applirahle).

D 1 expert my amemal starting salary s oy profeeyion will be § . Startnpe by informaioms
mmay be foomd a-

btp e salary.com
10. On a standard 10 year paymest plan ooy approximote lon payment will be $ e mumih

A loaw repayment ralenlbsior may be ol at bty ferersr fnand opfeakmlateors Toasyeymesis phim] .

A mmarel modelee & thal pour shalant ioon papeners shoold be no wore than 1 7% glvosr incoes, & voul oy be ol sk
of cligleur g sy yomir by ). Page 1
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Loan Disclesare and Terms

Stmdeaix: Thurxday, March 15, 2012, = the appheaiion deadlme for 2011-3012 loans.

We will deicrmine your academic program year {Le. year 1-Freshmas or year I-Soplimsimre)
o maxiwem Joam elipislity.

We evaluate each loan request on 2 mze-bycxie baziz [fyou e eolled ma
hai extramimary codts or you e prrchasmg 2 compratey, jmmy]umynl’hﬂget:d;md
Iry malonp 2 witen requedt and aliaciimg appropraie deomentabion

We can processt no more than two leam requests per shudent, per acadenme year

Undersizmd thait SRIC hax the respaasibility to: 1) evaluaie all lean requests case-by-case
amd T redwes o dese lnas resmeri For ciedosds Thest ﬂﬂ-mlll-lh-“ s wit

L i e L L i —— .

mmmmmmﬁmammmm&um

callemex), with 2 mmall assant of progress in a8 scademic program, s 2 commen

mdicater of ligh risk for default. Therclore, vour loan request may be dewed or reduced

if yom:

¥ Have an mdeclared major or undecided edocational goal

¥ Are not enrolled m a Title IV eligible program of sty (16 r more mits in benpth).

¥ Are not making steady prosyes m an elipible progmEm or are not cumently meehns SRIC
standamls

simfactory acadesme promes
\‘Hlvealm:l]rhmmﬂltnlmmmmappmpnl:ﬁ:the poiential of SR proprams
{We snppeat $25.000 - mcinding prewions: ﬂndmﬂlnlnﬂltﬁnnuﬂﬂm]legﬂ}_

¥ Apper to be or bave been in defimlt or delmcent on financial obligations.
¥ Have an incomplete or missing Wiaksheet for Student Borroare s,

¥ Have a chanpe m planned bomowing from previous yesn(s).
Obligatiens amd Responsibilities of Stndent Borrowers.

¥ Federal Loans are not grants. 1 indevstsmd that T mmst regay this debt
¥ I umderstand that the interest rate & no higher than 6.8%%
¥ [ undesstand that a 1% defmik fee will be deducted from each loan
¥ Interest on Subsidived [omm & paid by the taxpayer: while ] am in collepe. [mmst be emolled
m and complele at leatt srx mnats (half tme) each semester with 2 20 GPA
¥ I st pay the interest on Unsehsidived [omrs while I am m collepe, or I may have it added
1o the principal (tht moreates the amonnt 1 nmst epay later).
¥ I nmét e repaying the loan six mowths after I pradnate, withdraw, or dop beloer half fime strins
¥ If1 do mot pass at least six 1amitt each semester with 2 2 0 GPA_ I will lese loam eligibility for the
fllowmne semester sl Ty remasonp loan disboremends will be cmeeled
¥ I may be required to complete a2 Inan waskihop befire my check i3 sent to me.
¥ 1 do oot have a disalsllity that will prevent me fiom obtanng Fanful enmloyment o oy prog@Em of

¥1 do not have 2 crimmimal comviction that will prevent me from obtasumy pamiil employment m omy
pogrm of

fMynﬂﬂtmmadmymﬂnfmm K addihomal prani:, awards or scholar-
shar: ae added after 2 lnan ba: been approved, my loan amoumts: will be reduced o accommodaie
the: new awands (i example: EOPS syrant: anl wocher:, Doyle or SRIC Foundaton scholardhips,
Fedeml Work Sindy and/or CalWORKS Wodk Shady, =ic ).

T hawe read and underitand all of the above statements

Stoudent™ rpnahae: Date:

Pxpe 2
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2011-2012 Federal Stafford Loan Request Form amil Disclosnre

IFYDUARE NO LONGER INTERESTED IN A LOAN, PLEASE DISCARD THIS FORAM.

We will notify you by mail regarding your eligibility for a loan.

Name ;
Socal Secnrity Number- Dowes™t Licente Numbes- State-
Coroent Addveds:

(St Apt¥)

the

1. Have you apphed for Federal Fimancal Asd for 2011-20127
OYES O NO
(If you xnsweered N0, you mest spply sl ceeples your e beiore yoor koo repeea cxm. e procesed )

2. I am requestimy a loam for-

O FallSprmy 2011-2012 [ Fall 2011 mly O Sprng 2012 only
Laam Ml xrximseres: Depradest  Inslepradei
Frechanaw level sindest (§-29 seily compleivad 3 progrsas) wpio $5500F op i §3 500
Saphemore level shadend [HH- ity coompleted i progrsm) mp e $6500F  op i §10_500¢

3. How mmch do v wish o e thix acadentic year?  §
(e will calrpiate hover sch pon s elipibie b ooow. Eegoes S Leos than 10 in lorw crnol e ooesed §

4. Do yon want to bormow mn swsebeidezad loan? OYES OND
(b cleed s Tou a7 respareshie G gy the ot wiile msckeal )

5. Hawe you or will you apply for scholardhaps m 20117101737 OYES OND

6. Wll yoo receave other resonrrees {other than femnoml aul) to cover v
bookt and supplses? OYES OND
H yest, what resoumces?

7. a Hawe yon been swarded Federal Work Sindy (FWS) o work on campe OYES ONG

O Bo ADT EMOW

I yro xrerere] YIES ar TH NIOFT KNOAW i goeation Ta, seqeer qeatians T end Te
I yro xreoreres] N i qeeation Ta, shop i questioe B

b. Do you aceept your 2011-12 FWS awanld towwek on campos? OYES OQNO
c Do you dechine your 2011-12 FWS awanl o waek on campus? OYES ONO
8. Will v be earnimg wages nnder the CalWORKS wnk shody propram'? OYES ONO

1. When will you complete your progvam or pradumte fiom SEFC?
ODer 23, 2011 Oikdxy 25, 2012 CDer 21,2012 OhOther?

FNTITE: Kpow el x Federwl Fork Siady or CalWORES Work Shaly seworl el orwal 75 perl of poser Braneind s31 periogss s B i
Jirored e powr oo plyiviy Wi sxanrwge pou o veerk rather thar xwrex i of & pocoiels

AFEAE LEE (NLT

AFFEAED IENIED FENIHNG

INE STATTS S AMT WEESHF

EEQ THNSUH AMT IATE
EST. FEES
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My Multi-vear Borrowing Plan
Please list all student loan bosrowing that voo plan to do,
year-by-yvear umbil your final educatsonal goal 15 completed
“Tndicate $0.04 M{}mw

Today's Date:

Ammmt T owe in student loans now: )

Amount I'm requesting to bammow F 11512 @ SRIC §

Amount 1 plan to borow F~ 1259713 3
Amount 1 plan to bomow F~13/5P°14 3
Amount I plan to bomow F~ 14/5P°15 3
Ammmt I plan to bomow F'15/5P°16 3
TOTAL I wnll Borrow = 3

ffmnhnMMMFﬂIﬂfiﬂu 3 i

e bl ek Tt T T iyl =

mﬁnﬂeﬂew-by-yﬂrbmmmgphn i ﬂemﬁeﬁm
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B, 2L

All wid tppes swarded by NOVA recquare that the student mest satisiartnry scademie propress
requiremesnts and the terms of each aid type. n order to borrow rom aoy of the Inan proprams
offered wt NOVA, the stndent oot e enrolled half tiow. Ebpihility s remfirmed at the point of Joan
rriterin will hare Joan monies retorned by the lender.

Federal Loans
=  NOVA participates in the Darect Lsm Program. Stodest Jaans are hoorowed rom the federal
Ereermment.
= All Ingers mmst e repaid by the borrower and shonld be talon with extrems caotiom smed
Inrethmoght. Failore o repay 2 boun will nepetively affect the stodent for years

= Laans on an award notification show potentinl elipgihility. A stodent onorst arrept the offered
Inan [or a redoced ammmt) earch pear and complets a Mrcter Promissory Note and Jaan
entranre coumrsebing to nitiste the st lomsn

T3] bnmale 5l ey seces——r—rn sy mtey ol T s o e e o s e Lentemad s et o e it w1
RATEA R Gl A PRI R e AL R LR IR T A AL W iy G S AA AR LCINERLREE R

Inan to affset tuitirn and kees ar tr porchess hooks at the campus bookestore.

= Laans are orthe entire Bl spring eoesdiment and will howe twn dishorsements, bhalf in the
Tl and half in the speing if the stodent maintasines elighility. One-semester boars will be
dishorsed st the bezinnang of the term. Soemer is @ separate lown period.

* Loans kar hll, spring end the Iollowing summmer romhined mannot sxreed snnoal masimome,
* Loans and other financiel 25d are 1o be osed only for osts pertaining 1o hipher edocation
attendanre i cannot exceed need, 3 sobsidized, mnd for orst of sttendanes if Alling

Experted Family Contrilmtion.

*  Srudents connet be in defenlt on @ ederal student Inan ar orost have made sati<hcivery
arranpements o repay a defaolted losn

* Srudents cannrt rereive a stodemt Jaan or othes wid if they rwe money hack on a lederal
stodent prant and heve not mads satisfoctory arranpemenis 1o repay sy soch
OveTpayent.

=  Shudenits canast heve horrmwed in excess: aff the Jaon Berits tnder Titde IV proprams st any
mstbotion

* Srudents canmurt requestfreceive Inans from another sehoal Ior the same or an reerlappinge
lnan period if o] borrowed exreeds anaal or lifetene s,

= Loans are rredited to student aeronons ot HOVA. After schoal costs are covered, exrecs
sanoeants will be retorned tr the siodent by mail from the State of Virgios, ta e osed ko
oiber edoretional msts

= Laan disborsemsnts for stodents not stteadhing dlaooss in ot Jeast six rredits or not mesting
until smdent shows ot keaxt & oredhits far the term heve reached remraus date,

= Additiomal infermation regarding laans sod sccees o the Mester Proon ssory Note anl Joem
ounseling ran be foond at e avoceds.

Federal Perkins Loam Programs [FPL] — Perkins Loan fonds sre part federnl and part institotional:
NOVA 1s the bnder. Stodent= may horrow op o £5,500 for ssch onderpradoats pear. Awards for
Inll fsprin= are normally $4000. [nterest, 5 perrent mnually an the onpesd halenes, hepins o arroe
mnine moaths efter the hborrower coases to be enmlled at least halftime ar sradustes. The hororower
is required to provide a driver’s licewrse number, if applicahle, at the tane of spplication.

making loans work

33



34

Deferments and concellation provisons are described on the horrmwer's promsory note.
Repayment bepins after a nine-month prace periad; students may take op b 10 years to repay the
Inan depending o the anoont harrowed. Loan dishorsement smoonts snd Inans entering defenlt
staters will be reported 1o a national credit borean.

Federal Direct Stordent Loans — NOVA retornsd to the Direct Loan prageam for 2009-2010. Darect
Laans are borrowed from the federal spvermnent. Accepted Joans wre Listed on the National
Stwlent Loan Databaor [HELDS], where stodents abay can monstor their lven history and
mubstanding lasn rolome,

Sabsidized Federal Direct Stafford Loan — To be elgihle for the subsidized Stafford Loan, &

paying the imterect for the stodesrt dorings peraods of st leacct half-tme srrollenent mnd for a six-
month prace period following the stadent”s pradoation ocwithdrawal from collepe. First-pear
stadents are elipthle kor op o & mexioom of $3500; stodents rescine sophomore stetus com
horormw up o 34500, After the prace perimd, interest is moticipated o acooomlate gt & fixed rate of
3.4 perrent ar loanrs dishor=sd betwesn Joly 1. 2011 and June 30, 2012

Th=mbsidired Federal Direct Stafford Loan — The terms of the wrrubsidized Federal Stafford
Laan are shipghtly Siferent than those of the sobeidsssd Federnl Stafford Loan. A stodent s nat
required i showr need far the unsubsidized Federal Stalford Loan, and indsrest is the student’s
rurrently sccusrmlates ot a fxed rate of 6.8 perrent. Ehgihility for a sobsidhxed loam is considered
first; if the meximum bt of £3500 for reshmen or $4500 kor sophomores hes not been met, mn
mnsubsidized Inan will be conxidered ta fill Experted Fasnily Contribution and reach the sassnom
ebpihility loxit. Sinre 2008244, dependent students bave besn ahle to horrow sn additianal
2000 of unsuhsidizrd Staffnrd Loan: ndependent stodents, and dependent stodents whose
parents are demied a PL1XS, can have op to $6000 of additiocns] nnsohsi dized eligihilivg.
Tnsubsidized Inans cammnt be awerded smbess the stodent hos seomoet mst of attendanee,

Federal Stafford Loan Linits The kallowing limits spply:
Dwpendent St ents {exrept wihen parests are dended a2 FLIS)

Class Stamdime Rase Amnramt Additsonal Total Asresate Lamit
Dusmbrsideaed
Freshmam 53500 32,000 35500 331000 witha
Sophomore %4500 32,000 36,500 ELETERITIN
$23,000 in suh
- 1

Imdeperdent Stodents [a2md dependent stndents whose parests are denied 2 FLITS)

Class Stamdinge Base At Additsornal Total Aprepate Lamit
Do brsidiroesd

Freshmsm %3500 36,000 $9.500 357500 witha

Sophmnore %4.500 $5.000 $10,50p SomeTHm

$231.000 in suhb
Stafland
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irect Fareat Loan for Thoderpradoats Stad ests [FLITS] — The PLITE lnan = avadahle o parents
of deperdent smdents trhelp mest remaining orsts of education. Maximom slipgihality = the total
st of edoeation mirsrs fnaneial aid. Interest is the parent’s resposrsibility and is coleolated at &
fixed rute of 7.9 percent.

Farkapimp Stdent Loams

Solrideed and 1ernbsidizssd Federal Direct Loans and Federal Perkins L are incloded i the
packeping plun at HOVA. Normal padkapins will anchode the meximum Imavn armusl ebxibility for
the sturdent ot the time afthe award. FLITS Inans are not peckaged ot will be added with parental
regquest ws elipihility exists. Federal Peckirs Loan offers are nxited 1y the toim] wolone NOVA has
availahls o bend from Perkins Losn repayments throophmt the year. Offers are lim#ted o 33000
Iorthe collepe ic not imited NOVA will rescind Joan offers if informatiom s received thet iclieates
stodent insligibibty for the Inan or the snoont affered [ie, student over annoal or Lifetane
aprrepates, e recently defmmbted, overpayment=, debt by colleze, ot}

Tnder ferderal repolations 34 CFR 85301 [a] (3}, NOVA has the ripht mo s cas e-by-carse barsis o dery
Inans. HOVA will deny lowrs after considerstion an a case-y-rase haxis for the following:

* Todeny bbars fora student entering m new propram who hos arufficient loan elipibibty
remuang to comphete the new prograo of stody.

= Todeny lbbars to students with existing sturdent Inan debt thet apprnarhes or exresds
underpraduate appresstes [$31L1000 with a maximoen $2 10108 in sub Staflond for dependent
stodents; $57.500 with a meximum $23.000 in soh Statked for ndependent studenis),
whrther previoos laans were ke ss inderpradoate stodents or pradoate stodents ar
wherther rotstending halencs is dos o principal or principal phos insrest

* Todenya lnan o sy stodent with a previoos defaoht wha hes exring stodent Inan debs
from all soorees eqoal 1o ar srester then helf the maxinmmom agpresste limit o ether
subrsadized or orrsobsidixed [omrs for the sodent®s statos as dependent or independent
stadent.

* Todeny PLUS koars Ior perents with ombined subsidized, wrsubsidized, Perkins and PLDS
Inan debt exresding sobtradieed anid ooreatrsidied lomsn Emitc

=  [hher crcomstances that stronphy indiceste an omailBnaness o repay or abuse of loan
Programs.

Addstional Poiwix lor Consideration in Awarding /Revising Loans

NOVA st detzrmine elbgihility at the point of Joan certification and apain at the poaint: of loan
= The stndent has not submitted required transeripis or oiber requestedl docoments ot the
* The stodent has Eriled Satrcdartory Acadesnic Prosress Standards
=  The stodent owes a deht o the collexs
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*  [ninrmation is rereved that indicates inehmbility for the Jaan, [Examples, not all indu=ve}
-  The stndent has slready horrowed the annual marimum.
- The sindent has exreeded Bietime mexinmoms.
- The sindent ¥s in defwolt oo wlnan
-  The stndent did not enrolled in and far = not attendig & credits

1l TET EAL B laltilE M e oduen of o beeom e o KDEeoersd | ooy D sl
W s -] AN S PN AFR N ALl B UFCENE N R e S L

{ii} The donusrsniaion spprrting e deiremination s reianed n e shudenls e and

{iii} The sehumnl does ol pngage i any paliem or pradties That resulls in a donial of 3 e s sy, i Dinect
Loarrs becmer of Hhe bormwes's roce, gemder;, cokor, religion, nalinnal angin, age. disalilily slah s, or mmome.
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the institute for

college
access&xsuccess
405 14% Street, Suite 1100

Oakland, CA 94612
510.318.7900

1111 16th Street, NW, Suite 310
Washington, D.C. 20036
202.223.6060

info@ticas.org
www.ticas.org

California Community Colleges
Student Financial Aid Administrators Association

www.cccsfaaa.org




